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3. Reports by investment analysts for the utility and corporate parent since 2006, 
where applicable:  

 
B. Equity Investment Analyst Reports 

 
 There are no equity investment analyst reports for FEI or its direct 

parent, FHI. 
 Enclosed are equity investment analyst reports for FEI’s ultimate 

parent, Fortis Inc. (FTS) from the following investment brokerages:  
o Beacon 
o BMO 
o Canaccord 
o CIBC 
o Citadel 
o Credit Suisse 
o Macquarie 
o MorningStar 
o National Bank Financial 
o RBC 
o Scotiabank 
o Toronto Dominion 
o UBS 

 
 



Fortis Inc. (FTS) 

February 9, 2006 
Dale Noseworthy, CA, CFA 

Equity Research Analyst 
902-422-8138 
800-565-1981 

 *Please view the disclaimer at the end of this report               dnoseworthy@beaconsecurities.ns.ca 

Event 
Fortis released its Q4 and ‘05 earnings on Febru-
ary 7th.  EPS for the quarter were $0.22, compa-
rable to earnings during Q4 ‘04 of $0.22. 
 
Quarterly results were slightly better than our 
expectation of $0.19, based on a number of 
small variances in both the regulated and un-
regulated businesses. 
 
Basic EPS for ‘05 were $1.35, up from $1.07 in 
‘04.  The increase during the year is primarily 
attributable to a full year of contribution from 
FortisBC and FortisAlberta, higher wholesale 
energy prices in Ontario, higher equity from 
Caribbean Utilities and a $7.9M (after tax) gain 
in Q2 relating to the Ontario Power Generation 
Inc. (OPGI) settlement. 
 
Quarterly Highlights 
Decreased Earnings from Regulated Canadian 
Utilities 
Earnings from Fortis’s regulated Canadian utili-
ties were $14.7M in the quarter, down $10.4M 
from Q4 ‘04, due primarily to reduced earnings 
in FortisAlberta and FortisBC.   
 
The decrease in FortisAlberta of $3.3M, to quar-
terly earnings of $4.2M, was due primarily to a 
one-time adjustment of approximately $3.0M 
related to the implementation of the negotiated 
rate settlement reached in May, and higher oper-
ating costs. 
 
FortisBC earned $5.7M in the quarter, compared 
to $11.6M in Q4 ‘04.  The variance is due pri-
marily to a $3.7M (after-tax) adjustment in ‘04 
relating to unbilled revenue.  A $1.4M increase 
in operating costs, due to increased customer 
service and system maintenance, also impacted 
earnings, as did interest on increased debt to 
fund capital expansion. 
 
Quarterly earnings in FortisOntario decreased 
$0.7M, to $0.2M, due to an early retirement pro-
gram and an increase in shared service costs 
from non-regulated Ontario generation opera-
tions.  

Ticker FTS 

Current Price $22.16 

52-wk High $25.64 

52-wk Low $17.25 

Shares O/S 103.2M 

Market Cap $2.3B 

Current P/E  19.3 

Dividend Yield 2.9% 

Q4 05 Earnings $22.3M 

Q4 04 Earnings $21.2M 

Q4 05 EPS (basic) $0.22 

Q4 04 EPS (basic) $0.22 

Q4 05 Total Assets  $4.3B 

Q4 04 Total Assets  $3.9B 

Debt to Total Cap 
Q4 05 

58.7% 

Debt to Total Cap 
Q4 04 

61.4% 

Market Highlights 

Financial Highlights 

12-month target $22.60 (maintained) 

 
Significant Earnings Growth from Caribbean 
Utilities 
Equity earnings from Fortis’s 39.6% interest in 
Caribbean Utilities were $2.8M in the quarter, 
compared to a loss of $5.8M in Q4 ‘04.  Hurri-
cane Ivan had a significant impact on earnings in 
Q4 ‘04.  The loss in the period included unin-
sured hurricane related costs. 
 
Unregulated Generation Up 81%   
Fortis’s unregulated generation assets had a 
strong quarter, with earnings increasing to 
$8.5M, compared to $4.7M in Q4 ‘04.  The ma-
jority of the increase was due to higher average 
wholesale energy prices in Ontario and Upper 
New York State.  The average wholesale energy 
price in Ontario for the quarter was $71.46, a 
41% increase above the average price in the 
same period last year.  Prices in New York were 
up 52% in the same period.   
 
Capital Structure at 59% Debt 
At the end of Q4 total debt, net of cash, as a per-
centage of total capital was 58.7%, up from 
57.9% at the end of Q3, and improved from 
61.4% at the end of Q4 ‘04.  Net debt was in-
creased by approximately $89M in the period as 
Fortis continued to invest significant capital in 
BC and Alberta.    
 
Stable Cash from Operations 
Cash generated from operating activities in the 
quarter, not including changes in non-cash work-
ing capital, were relatively stable quarter over 
quarter, at $71.4M.  Including change in non-
cash working capital cash from operations was 
down $17.2 in the quarter.  The variance was 
due to higher accounts payable balances at year 
end ‘04, due to construction of the Chalillo pro-
ject and purchased power payments at Belize 
Electric.  
 
Capital Investment Continues 
As noted, Fortis continues to make significant 
capital expenditures in Alberta and BC.  In the 
quarter $133.9M was spent on utility capital 
assets.  For the year, Fortis has invested 

EPS (basic) 05 (A) $1.35 

EPS (basic) 06 (E) $1.28 

EPS (basic) 07 (E) $1.37 

CFPS* 05 (A) $3.05 

P/E on 07 EPS    17.3 

P/E on 08 EPS   16.2 

CFPS* 06 (E) $3.04 

CFPS* 07 (E) $3.22 

EPS (diluted) 05 (A) $1.24 

EPS (diluted) 06 (E) $1.25 

EPS (diluted) 07 (E) $1.33 

12-mth return (E)    4.9% 

Estimates 

   Market Perform (unchanged)  Q4 and 2005 Earnings Release 

* Includes operating cash flow before non-cash working capital 



  2
  

   February 9, 2006 Fortis Inc. 

 

 $424.7M on utility capital assets, and another $83.9M on its in-
come producing properties.   
 
Changes to our Forecast 
We have adjusted our annual forecast for ‘06 and introduced our 
forecast for ‘07.  Our projected EPS for ‘06 has decreased 
slightly to $1.28 from $1.32.  Overall we expect to see Canadian 
Utilities to deliver higher earnings in ‘06, based on expected im-
provements in Ontario, and increased rate base and GWh sales in 
BC and Alberta.  Modest increases are expected from the Carib-
bean utilities, as well as through Fortis Properties.  The biggest 
negative variance expected in ‘06 is through the Company’s non-
regulated generation.  Earnings in ‘05 were extraordinary, with 
very high prices for wholesale power in Ontario and an after-tax 
gain of $7.3M relating to the settlement with OPGI. 
 
Our targeted EPS in ‘07 is 1.37, with the most growth expected to 
come from FortisBC and FortisAlberta, with significant capital 
spending continuing.  FortisOntario is also expected to show im-
proved earnings.  
 
Target Price maintained at $22.60 
We have maintained our 12-month target price of $22.60.  Our 
valuation is based on an average of four approaches, applied 
against ‘06 and ‘07 projections.  
1) A dividend yield of 3%, based on a 30% discount to an an-

ticipated 10-year bond rate of 4.30%,  
2) A P/E ratio of 17 against our EPS forecast of $1.28 in ‘06 

and 1.37 in ‘07.   
3) A P/B multiple of 1.8 on an anticipated book value of equity 

of $1.3B and $1.4B at year end ‘06 and ’07 respectively.   
4) A dividend discount model using a long term growth rate of 

5%. 
 
Conclusion 
Fortis’s operating earnings are expected to continue to grow in 
‘06 and ‘07, driven primarily by FortisAlberta and FortisBC.  
Even with this growth, earnings are expected to decrease in ‘06 
due to some non-operational gains experienced in ’05.  
 
Based on the current price of $22.16, dividends expected over the 
next year of $0.65 and our target price of $22.60 we expect a total 
return over the next 12 months of approximately 5%.  We are 
maintaining our rating of market perform.      
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 Disclaimer 
 
Analyst Certification 
The Beacon Securities Analyst named on the report hereby certifies that the recommendations and/or opinions expressed herein accurately 
reflect such research analyst’s personal views about the company and securities that are the subject of the report; or any other companies 
mentioned in the report that are also covered by the named analyst.  In addition, no part of the research analyst’s compensation is, or will be, 
directly or indirectly, related to the specific recommendations or views expressed by such research analyst in this report. 
 
The head of Beacon Securities’ research department and the CEO of Beacon Securities provide an annual certification that states that ana-
lysts are familiar with and complied with AIMR code of ethics and standards of Professional Conduct.   
 
Conflicts of Interest 
Beacon Securities’ research analysts are compensated from revenues generated by various segments of its business, including Beacon Secu-
rities Investment Banking Department.  Beacon Securities will disclose if any research analyst involved in the preparation of the research 
report has received remuneration for any services provided to the securities issuer during the 12 months preceding the date of the publica-
tion of the research report. 
 
Beacon will not provide favourable research, a specific rating or a specific price target or delay in changing a rating or price target or 
threaten to change a rating or price target or threaten to change research, a rating or a price target of an issuer as consideration or induce-
ment for the receipt of business or compensation from an issuer. 
 
Legal Disclosure 
All information contained herein has been collected and compiled by Beacon Securities Limited, an independently owned and operated 
member of the IDA.  All facts and statistical data have been obtained or ascertained from sources, which we believe to be reliable, but are 
not warranted as accurate or complete.  Beacon Securities analyst’s have visited the head office of this issuer and viewed its operations in a 
limited context.  The issuer did not pay for or reimburse the analysts for the travel expenses associated with the visit. 
 
All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change without notice.  Beacon 
Securities Limited takes no responsibility for any errors or omissions contained herein, and accepts no legal responsibility from any losses 
resulting from investment decisions based on the content of this report.  From time to time, Beacon Securities Limited and/or their directors 
or employees may hold positions in the securities mentioned, or provide advisory or underwriting services to the companies mentioned 
herein.  Directors or employees of Beacon Securities Limited may serve as directors of any company mentioned herein, or any of their af-
filiates and subsidiaries. 
 
This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or sell securities discussed 
herein.  Based on their volatility, income structure, or eligibility for sale, the securities mentioned herein may not be suitable or available for 
all investors in all countries.   Any questions and concerns can be directed to Dale Noseworthy, at (902) 422-8138, (888) 565-1981, or 
dnoseworthy@beaconsecurities.ns.ca. 
 
Rating System 
Market Outperform - Total return is expected to be 15% or higher during the next 12 months. 
Speculative Buy - Total return is expected to exceed 25% over the next 12 months, however there is some significant risk associated with 
the assumptions that we are using.  May mean some volatility in the shorter term.  May also apply to longer term potential (greater than 12-
months) for significant increases. 
Market Perform -  Total 12-month return is expected to be between 0% and 15%. 
Market Underperform -  Total return is expected to be negative over the next 12 months. 
 
The percentage of its recommendations that fall into each category of their recommended terminology is compiled quarterly, and is also 
available upon request. 
 
Dissemination 
Beacon Securities’ policies and procedures regarding the dissemination of research are available upon request.   
 
Valuation Techniques 
A combination of valuation methods are used by Beacon Securities’ analysts to determine the 12-month target price for issuers; including 
but not limited to discounted cash flow techniques, historical trading multiples and capitalization rates, and peer average trading multiples 
and capitalization rates.  

 



Fortis Inc. (FTS) 

February 9, 2006 
Dale Noseworthy, CA, CFA 

Equity Research Analyst 
902-422-8138 
800-565-1981 

 *Please view the disclaimer at the end of this report               dnoseworthy@beaconsecurities.ns.ca 

Event 
Fortis released its Q4 and ‘05 earnings on Febru-
ary 7th.  EPS for the quarter were $0.22, compa-
rable to earnings during Q4 ‘04 of $0.22. 
 
Quarterly results were slightly better than our 
expectation of $0.19, based on a number of 
small variances in both the regulated and un-
regulated businesses. 
 
Basic EPS for ‘05 were $1.35, up from $1.07 in 
‘04.  The increase during the year is primarily 
attributable to a full year of contribution from 
FortisBC and FortisAlberta, higher wholesale 
energy prices in Ontario, higher equity from 
Caribbean Utilities and a $7.9M (after tax) gain 
in Q2 relating to the Ontario Power Generation 
Inc. (OPGI) settlement. 
 
Quarterly Highlights 
Decreased Earnings from Regulated Canadian 
Utilities 
Earnings from Fortis’s regulated Canadian utili-
ties were $14.7M in the quarter, down $10.4M 
from Q4 ‘04, due primarily to reduced earnings 
in FortisAlberta and FortisBC.   
 
The decrease in FortisAlberta of $3.3M, to quar-
terly earnings of $4.2M, was due primarily to a 
one-time adjustment of approximately $3.0M 
related to the implementation of the negotiated 
rate settlement reached in May, and higher oper-
ating costs. 
 
FortisBC earned $5.7M in the quarter, compared 
to $11.6M in Q4 ‘04.  The variance is due pri-
marily to a $3.7M (after-tax) adjustment in ‘04 
relating to unbilled revenue.  A $1.4M increase 
in operating costs, due to increased customer 
service and system maintenance, also impacted 
earnings, as did interest on increased debt to 
fund capital expansion. 
 
Quarterly earnings in FortisOntario decreased 
$0.7M, to $0.2M, due to an early retirement pro-
gram and an increase in shared service costs 
from non-regulated Ontario generation opera-
tions.  

Ticker FTS 

Current Price $22.16 

52-wk High $25.64 

52-wk Low $17.25 

Shares O/S 103.2M 

Market Cap $2.3B 

Current P/E  19.3 

Dividend Yield 2.9% 

Q4 05 Earnings $22.3M 

Q4 04 Earnings $21.2M 

Q4 05 EPS (basic) $0.22 

Q4 04 EPS (basic) $0.22 

Q4 05 Total Assets  $4.3B 

Q4 04 Total Assets  $3.9B 

Debt to Total Cap 
Q4 05 

58.7% 

Debt to Total Cap 
Q4 04 

61.4% 

Market Highlights 

Financial Highlights 

12-month target $22.60 (maintained) 

 
Significant Earnings Growth from Caribbean 
Utilities 
Equity earnings from Fortis’s 39.6% interest in 
Caribbean Utilities were $2.8M in the quarter, 
compared to a loss of $5.8M in Q4 ‘04.  Hurri-
cane Ivan had a significant impact on earnings in 
Q4 ‘04.  The loss in the period included unin-
sured hurricane related costs. 
 
Unregulated Generation Up 81%   
Fortis’s unregulated generation assets had a 
strong quarter, with earnings increasing to 
$8.5M, compared to $4.7M in Q4 ‘04.  The ma-
jority of the increase was due to higher average 
wholesale energy prices in Ontario and Upper 
New York State.  The average wholesale energy 
price in Ontario for the quarter was $71.46, a 
41% increase above the average price in the 
same period last year.  Prices in New York were 
up 52% in the same period.   
 
Capital Structure at 59% Debt 
At the end of Q4 total debt, net of cash, as a per-
centage of total capital was 58.7%, up from 
57.9% at the end of Q3, and improved from 
61.4% at the end of Q4 ‘04.  Net debt was in-
creased by approximately $89M in the period as 
Fortis continued to invest significant capital in 
BC and Alberta.    
 
Stable Cash from Operations 
Cash generated from operating activities in the 
quarter, not including changes in non-cash work-
ing capital, were relatively stable quarter over 
quarter, at $71.4M.  Including change in non-
cash working capital cash from operations was 
down $17.2 in the quarter.  The variance was 
due to higher accounts payable balances at year 
end ‘04, due to construction of the Chalillo pro-
ject and purchased power payments at Belize 
Electric.  
 
Capital Investment Continues 
As noted, Fortis continues to make significant 
capital expenditures in Alberta and BC.  In the 
quarter $133.9M was spent on utility capital 
assets.  For the year, Fortis has invested 

EPS (basic) 05 (A) $1.35 

EPS (basic) 06 (E) $1.28 

EPS (basic) 07 (E) $1.37 

CFPS* 05 (A) $3.05 

P/E on 07 EPS    17.3 

P/E on 08 EPS   16.2 

CFPS* 06 (E) $3.04 

CFPS* 07 (E) $3.22 

EPS (diluted) 05 (A) $1.24 

EPS (diluted) 06 (E) $1.25 

EPS (diluted) 07 (E) $1.33 

12-mth return (E)    4.9% 

Estimates 

   Market Perform (unchanged)  Q4 and 2005 Earnings Release 

* Includes operating cash flow before non-cash working capital 
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 $424.7M on utility capital assets, and another $83.9M on its in-
come producing properties.   
 
Changes to our Forecast 
We have adjusted our annual forecast for ‘06 and introduced our 
forecast for ‘07.  Our projected EPS for ‘06 has decreased 
slightly to $1.28 from $1.32.  Overall we expect to see Canadian 
Utilities to deliver higher earnings in ‘06, based on expected im-
provements in Ontario, and increased rate base and GWh sales in 
BC and Alberta.  Modest increases are expected from the Carib-
bean utilities, as well as through Fortis Properties.  The biggest 
negative variance expected in ‘06 is through the Company’s non-
regulated generation.  Earnings in ‘05 were extraordinary, with 
very high prices for wholesale power in Ontario and an after-tax 
gain of $7.3M relating to the settlement with OPGI. 
 
Our targeted EPS in ‘07 is 1.37, with the most growth expected to 
come from FortisBC and FortisAlberta, with significant capital 
spending continuing.  FortisOntario is also expected to show im-
proved earnings.  
 
Target Price maintained at $22.60 
We have maintained our 12-month target price of $22.60.  Our 
valuation is based on an average of four approaches, applied 
against ‘06 and ‘07 projections.  
1) A dividend yield of 3%, based on a 30% discount to an an-

ticipated 10-year bond rate of 4.30%,  
2) A P/E ratio of 17 against our EPS forecast of $1.28 in ‘06 

and 1.37 in ‘07.   
3) A P/B multiple of 1.8 on an anticipated book value of equity 

of $1.3B and $1.4B at year end ‘06 and ’07 respectively.   
4) A dividend discount model using a long term growth rate of 

5%. 
 
Conclusion 
Fortis’s operating earnings are expected to continue to grow in 
‘06 and ‘07, driven primarily by FortisAlberta and FortisBC.  
Even with this growth, earnings are expected to decrease in ‘06 
due to some non-operational gains experienced in ’05.  
 
Based on the current price of $22.16, dividends expected over the 
next year of $0.65 and our target price of $22.60 we expect a total 
return over the next 12 months of approximately 5%.  We are 
maintaining our rating of market perform.      
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 Disclaimer 
 
Analyst Certification 
The Beacon Securities Analyst named on the report hereby certifies that the recommendations and/or opinions expressed herein accurately 
reflect such research analyst’s personal views about the company and securities that are the subject of the report; or any other companies 
mentioned in the report that are also covered by the named analyst.  In addition, no part of the research analyst’s compensation is, or will be, 
directly or indirectly, related to the specific recommendations or views expressed by such research analyst in this report. 
 
The head of Beacon Securities’ research department and the CEO of Beacon Securities provide an annual certification that states that ana-
lysts are familiar with and complied with AIMR code of ethics and standards of Professional Conduct.   
 
Conflicts of Interest 
Beacon Securities’ research analysts are compensated from revenues generated by various segments of its business, including Beacon Secu-
rities Investment Banking Department.  Beacon Securities will disclose if any research analyst involved in the preparation of the research 
report has received remuneration for any services provided to the securities issuer during the 12 months preceding the date of the publica-
tion of the research report. 
 
Beacon will not provide favourable research, a specific rating or a specific price target or delay in changing a rating or price target or 
threaten to change a rating or price target or threaten to change research, a rating or a price target of an issuer as consideration or induce-
ment for the receipt of business or compensation from an issuer. 
 
Legal Disclosure 
All information contained herein has been collected and compiled by Beacon Securities Limited, an independently owned and operated 
member of the IDA.  All facts and statistical data have been obtained or ascertained from sources, which we believe to be reliable, but are 
not warranted as accurate or complete.  Beacon Securities analyst’s have visited the head office of this issuer and viewed its operations in a 
limited context.  The issuer did not pay for or reimburse the analysts for the travel expenses associated with the visit. 
 
All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change without notice.  Beacon 
Securities Limited takes no responsibility for any errors or omissions contained herein, and accepts no legal responsibility from any losses 
resulting from investment decisions based on the content of this report.  From time to time, Beacon Securities Limited and/or their directors 
or employees may hold positions in the securities mentioned, or provide advisory or underwriting services to the companies mentioned 
herein.  Directors or employees of Beacon Securities Limited may serve as directors of any company mentioned herein, or any of their af-
filiates and subsidiaries. 
 
This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or sell securities discussed 
herein.  Based on their volatility, income structure, or eligibility for sale, the securities mentioned herein may not be suitable or available for 
all investors in all countries.   Any questions and concerns can be directed to Dale Noseworthy, at (902) 422-8138, (888) 565-1981, or 
dnoseworthy@beaconsecurities.ns.ca. 
 
Rating System 
Market Outperform - Total return is expected to be 15% or higher during the next 12 months. 
Speculative Buy - Total return is expected to exceed 25% over the next 12 months, however there is some significant risk associated with 
the assumptions that we are using.  May mean some volatility in the shorter term.  May also apply to longer term potential (greater than 12-
months) for significant increases. 
Market Perform -  Total 12-month return is expected to be between 0% and 15%. 
Market Underperform -  Total return is expected to be negative over the next 12 months. 
 
The percentage of its recommendations that fall into each category of their recommended terminology is compiled quarterly, and is also 
available upon request. 
 
Dissemination 
Beacon Securities’ policies and procedures regarding the dissemination of research are available upon request.   
 
Valuation Techniques 
A combination of valuation methods are used by Beacon Securities’ analysts to determine the 12-month target price for issuers; including 
but not limited to discounted cash flow techniques, historical trading multiples and capitalization rates, and peer average trading multiples 
and capitalization rates.  

 



Fortis Inc. (FTS) 

May 3, 2006 
Dale Noseworthy, CA, CFA 

Equity Research Analyst 
902-422-8138 
800-565-1981 

 *Please view the disclaimer at the end of this report               dnoseworthy@beaconsecurities.ns.ca 

Event 
Fortis released its Q1 earnings on May 1st.  EPS 
for the quarter were $0.35, comparable to earn-
ings during Q1 ‘05 of $0.40. 
 
Earnings in Q1, ‘05 included an after tax settle-
ment gain of $7.9M relating to Fortis Ontario.  
Excluding this gain EPS in Q1 ‘05 would have 
been approximately $0.32.   
 
Results were in line with our expectations. 
 
Quarterly Highlights 
Increased Earnings from Regulated Canadian 
Utilities 
Earnings from Fortis’s regulated Canadian utili-
ties were $35.0M in the quarter, up $2.1M from 
Q1 ‘05.  The growth was due primarily to in-
creased earnings in FortisAlberta and FortisBC, 
partially offset by decreased earnings in New-
foundland Power. 
 
FortisAlberta’s earnings increased $1.6M due 
primarily to increased revenue.  Revenue growth 
came from to higher electricity sales and the 
impact of a 2.1% rate increase in 2005, which 
did not impact Q1 earnings. 
 
FortisBC earned $11.3M in the quarter, com-
pared to $8.5M in Q1 ‘05.  The increase is due 
primarily to a 5.9% interim rate increase and 
customer growth.   
 
Newfoundland Power recorded decreased earn-
ings of $2.3M, or 17.7%, in the first quarter, 
relating primarily to a change in its revenue rec-
ognition policy.   Revenue is now recorded on 
the accrual basis, rather than billed.  This change 
is not expected to have an impact on the Com-
pany’s annual earnings, but will result in a tim-
ing difference on a quarterly basis. 
 
Earnings down Slightly in Caribbean Utilities 
Equity earnings from Fortis’s 39.6% interest in 
Caribbean Utilities were $1.6M in the quarter, 
compared to $2.5M in Q1 ’05.  This decrease 
was due primarily to timing of previously de-

Ticker FTS 

Current Price $21.49 

52-wk High $25.64 

52-wk Low $17.98 

Shares O/S 103.2M 

Market Cap $2.2B 

Current P/E  18.0 

Dividend Yield 3.0% 

Q1 06 Earnings $36.6M 

Q1 05 Earnings $39.2M 

Q1 06 EPS (basic) $0.35 

Q1 05 EPS (basic) $0.40 

Q1 06 Total Assets  $4.4B 

Q1 05 Total Assets  $4.3B 

Debt to Total Cap 
Q1 06 

59.1% 

Debt to Total Cap 
Q1 05 

58.7% 

Market Highlights 

Financial Highlights 

12-month target $22.60 (maintained) 

ferred fuel costs. 
 
Normalized Unregulated Generation Up 157%   
Fortis’s unregulated generation assets had a 
strong quarter, with earnings increasing to 
$5.4M, compared to $2.1M in Q1 ’05, when 
adjusted for the one time $7.9M after-tax On-
tario Settlement.  The majority of the growth 
was due to increased production in Belize and 
New York, and lower operating and financing 
costs. These improvements were partially offset 
by lower average wholesale energy prices in 
Ontario, which were 10% lower than the average 
price in the same period last year  
 
Decrease in Cash from Operations 
Cash generated from operating activities in the 
quarter, not including changes in non-cash work-
ing capital, were stable quarter over quarter, at 
$79.6M.  Including change in non-cash working 
capital, cash from operations was down $30M in 
the quarter.  The variance was due to the timing 
of income tax installments and general timing of 
receipt and payment of other working capital 
items.  
 
Capital Investment Continues 
Fortis continues to make significant capital ex-
penditures in Alberta and BC, with $104.3M 
spent on utility capital assets in the quarter.   
Approximately $80M of this investment was in 
the West.  A total of $450M is expected to be 
invested in capital projects this year.  This com-
pares with a total of $424.7M spent in ‘05. 
 
Forecast for 2006 and 2007 
Our projected EPS for ‘06 and ’07 are $1.28 and 
$1.32.  Overall we continue to expect to see the 
Canadian utilities deliver increased earnings in 
‘06, based on expected improvements in On-
tario, as well as increased rate base and GWh 
sales in BC and Alberta.  Modest increases are 
expected from the Caribbean utilities, as well as 
through Fortis Properties.  The biggest negative 
variance expected in ‘06 is through the Com-
pany’s non-regulated generation, due to the 
$7.9M after tax settlement in 2005.  

EPS (basic) 05 (A) $1.35 

EPS (basic) 06 (E) $1.28 

EPS (basic) 07 (E) $1.32 

CFPS* 05 (A) $3.05 

P/E on 07 EPS    16.8 

P/E on 08 EPS   16.3 

CFPS* 06 (E) $3.04 

CFPS* 07 (E) $3.19 

EPS (diluted) 05 (A) $1.24 

EPS (diluted) 06 (E) $1.25 

EPS (diluted) 07 (E) $1.29 

12-mth return (E)    8.2% 

Estimates 

   Market Perform (unchanged)  Q1 Earnings Release 

* Includes operating cash flow before non-cash working capital 
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Target Price maintained at $22.60 
We have maintained our 12-month target price of $22.60.  Our 
valuation is based on an average of four approaches, applied 
against ‘06 and ‘07 projections.  
• A dividend yield of 3%, based on a 30% discount to an an-

ticipated 10-year bond rate of 4.30%,  
• A P/E ratio of 17 against our EPS forecast of $1.28 in ‘06 

and 1.32 in ‘07.   
• A P/B multiple of 1.8 on an anticipated book value of equity 

of $1.3B and $1.4B at year end ‘06 and ’07 respectively.   
• A dividend discount model using a long term growth rate of 

5%. 
 
Conclusion 
Fortis’s operating earnings are expected to continue to grow in 
‘06 and ‘07, driven primarily by FortisAlberta and FortisBC.  
Even with this growth, earnings are expected to decrease in ‘06 
due to non-operational gains experienced in ’05.  
 
Based on the current price of $21.49, dividends expected over the 
next year of $0.65 and our target price of $22.60 we expect a total 
return over the next 12 months of approximately 8%  We are 
maintaining our rating of market perform.      
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Event 
Fortis released its Q1 earnings on May 1st.  EPS 
for the quarter were $0.35, comparable to earn-
ings during Q1 ‘05 of $0.40. 
 
Earnings in Q1, ‘05 included an after tax settle-
ment gain of $7.9M relating to Fortis Ontario.  
Excluding this gain EPS in Q1 ‘05 would have 
been approximately $0.32.   
 
Results were in line with our expectations. 
 
Quarterly Highlights 
Increased Earnings from Regulated Canadian 
Utilities 
Earnings from Fortis’s regulated Canadian utili-
ties were $35.0M in the quarter, up $2.1M from 
Q1 ‘05.  The growth was due primarily to in-
creased earnings in FortisAlberta and FortisBC, 
partially offset by decreased earnings in New-
foundland Power. 
 
FortisAlberta’s earnings increased $1.6M due 
primarily to increased revenue.  Revenue growth 
came from to higher electricity sales and the 
impact of a 2.1% rate increase in 2005, which 
did not impact Q1 earnings. 
 
FortisBC earned $11.3M in the quarter, com-
pared to $8.5M in Q1 ‘05.  The increase is due 
primarily to a 5.9% interim rate increase and 
customer growth.   
 
Newfoundland Power recorded decreased earn-
ings of $2.3M, or 17.7%, in the first quarter, 
relating primarily to a change in its revenue rec-
ognition policy.   Revenue is now recorded on 
the accrual basis, rather than billed.  This change 
is not expected to have an impact on the Com-
pany’s annual earnings, but will result in a tim-
ing difference on a quarterly basis. 
 
Earnings down Slightly in Caribbean Utilities 
Equity earnings from Fortis’s 39.6% interest in 
Caribbean Utilities were $1.6M in the quarter, 
compared to $2.5M in Q1 ’05.  This decrease 
was due primarily to timing of previously de-

Ticker FTS 

Current Price $21.49 

52-wk High $25.64 

52-wk Low $17.98 

Shares O/S 103.2M 

Market Cap $2.2B 

Current P/E  18.0 

Dividend Yield 3.0% 

Q1 06 Earnings $36.6M 

Q1 05 Earnings $39.2M 

Q1 06 EPS (basic) $0.35 

Q1 05 EPS (basic) $0.40 

Q1 06 Total Assets  $4.4B 

Q1 05 Total Assets  $4.3B 

Debt to Total Cap 
Q1 06 

59.1% 

Debt to Total Cap 
Q1 05 

58.7% 
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Financial Highlights 

12-month target $22.60 (maintained) 

ferred fuel costs. 
 
Normalized Unregulated Generation Up 157%   
Fortis’s unregulated generation assets had a 
strong quarter, with earnings increasing to 
$5.4M, compared to $2.1M in Q1 ’05, when 
adjusted for the one time $7.9M after-tax On-
tario Settlement.  The majority of the growth 
was due to increased production in Belize and 
New York, and lower operating and financing 
costs. These improvements were partially offset 
by lower average wholesale energy prices in 
Ontario, which were 10% lower than the average 
price in the same period last year  
 
Decrease in Cash from Operations 
Cash generated from operating activities in the 
quarter, not including changes in non-cash work-
ing capital, were stable quarter over quarter, at 
$79.6M.  Including change in non-cash working 
capital, cash from operations was down $30M in 
the quarter.  The variance was due to the timing 
of income tax installments and general timing of 
receipt and payment of other working capital 
items.  
 
Capital Investment Continues 
Fortis continues to make significant capital ex-
penditures in Alberta and BC, with $104.3M 
spent on utility capital assets in the quarter.   
Approximately $80M of this investment was in 
the West.  A total of $450M is expected to be 
invested in capital projects this year.  This com-
pares with a total of $424.7M spent in ‘05. 
 
Forecast for 2006 and 2007 
Our projected EPS for ‘06 and ’07 are $1.28 and 
$1.32.  Overall we continue to expect to see the 
Canadian utilities deliver increased earnings in 
‘06, based on expected improvements in On-
tario, as well as increased rate base and GWh 
sales in BC and Alberta.  Modest increases are 
expected from the Caribbean utilities, as well as 
through Fortis Properties.  The biggest negative 
variance expected in ‘06 is through the Com-
pany’s non-regulated generation, due to the 
$7.9M after tax settlement in 2005.  

EPS (basic) 05 (A) $1.35 

EPS (basic) 06 (E) $1.28 

EPS (basic) 07 (E) $1.32 

CFPS* 05 (A) $3.05 

P/E on 07 EPS    16.8 

P/E on 08 EPS   16.3 

CFPS* 06 (E) $3.04 

CFPS* 07 (E) $3.19 

EPS (diluted) 05 (A) $1.24 

EPS (diluted) 06 (E) $1.25 

EPS (diluted) 07 (E) $1.29 

12-mth return (E)    8.2% 

Estimates 

   Market Perform (unchanged)  Q1 Earnings Release 

* Includes operating cash flow before non-cash working capital 
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Target Price maintained at $22.60 
We have maintained our 12-month target price of $22.60.  Our 
valuation is based on an average of four approaches, applied 
against ‘06 and ‘07 projections.  
• A dividend yield of 3%, based on a 30% discount to an an-

ticipated 10-year bond rate of 4.30%,  
• A P/E ratio of 17 against our EPS forecast of $1.28 in ‘06 

and 1.32 in ‘07.   
• A P/B multiple of 1.8 on an anticipated book value of equity 

of $1.3B and $1.4B at year end ‘06 and ’07 respectively.   
• A dividend discount model using a long term growth rate of 

5%. 
 
Conclusion 
Fortis’s operating earnings are expected to continue to grow in 
‘06 and ‘07, driven primarily by FortisAlberta and FortisBC.  
Even with this growth, earnings are expected to decrease in ‘06 
due to non-operational gains experienced in ’05.  
 
Based on the current price of $21.49, dividends expected over the 
next year of $0.65 and our target price of $22.60 we expect a total 
return over the next 12 months of approximately 8%  We are 
maintaining our rating of market perform.      
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Summary 
• We are initiating coverage on Fortis with a BUY rating 

and a 12-month target price of $32.00.   Our target price is 
based on a blend of a 21.0x earnings multiple on our fiscal 
2008 EPS estimate of $1.60, and a 2.9% dividend yield. 

• The acquisition of Terasen Gas is unique for Fortis on 
two fronts: (1) it is the first time Fortis purchased a non-
electricity utility, and (2) it is the first time where there is 
overlap in service territories between two of Fortis’ utili-
ties.  We believe that these factors have many positive impli-
cations for the Company’s future growth in both top and bot-
tom lines.   

• Fortis’ exposure to high growth markets coupled with the 
acquisition of Terasen Gas will result in continued earnings 
and dividend growth.  Fortis is a very compelling investment 
at current levels.  

• We believe that earnings growth can be driven by the Com-
pany’s anticipated capex over the next five years of approxi-
mately $2.8 billion.  We contend that capex of this magni-
tude will fuel its earnings growth even in the absence of 
additional acquisitions.  Furthermore, given the nature of 
the industry, this capex provides the potential for growth for 
the Company even in the event of economic downturns. 

 

F O R T I S  I N C .        

 
 

FTS-TSX 
May 30, 2007 

Stock Rating: BUY 
    Target Price: $32.00 

Closing Price (05/29/07) : $28.66 
52 Week Range: $21.16-$30.00 

 
     

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is a diversified, international dis-
tribution utility holding company headquar-
tered in St. John’s, Newfoundland.  It pri-
marily holds regulated distribution utilities 
in Canada, as well as some regulated utili-
ties in the Caribbean.  Fortis also owns and 
operates non-regulated hydroelectric genera-
tion assets and commercial real estate and 
hotel assets. 

Ken Chernin, MBA 
902.425.6654 

kchernin@beaconsecurities.ca 

Change in EPS Forecasts 
NA—Initiating Coverage 

Initiating Coverage: Well Positioned for Continued Growth 

(December Year End) 2006A F2007E F2008E

EPS $1.35 $1.47 $1.60

P/E 21.2 x 19.5 x 17.9 x

CFPS $3.25 $3.25 $3.80

(Millions)

Shares O/S 155.3

Mkt. Cap. $4,450.90

Ent. Value $7,098.40

Net Debt $2,647.50

Fortis Inc. (FTS-TSX)
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Investment Thesis  

We are initiating coverage on Fortis with a BUY rating and a 12-month target price of $32.00.   
Our target price is based on a blend of a 21.0x earnings multiple on our fiscal 2008 EPS estimate 
of $1.60, and a 2.9% dividend yield.      

Fortis’ successful track record of acquiring utility distribution assets across Canada, as well as a 
select few in the Caribbean, has driven the Company’s top and bottom line, which has boosted its 
stock performance.  In addition to yielding a steady and predictable stream of earnings and cash 
flow, as a utility should, Fortis also affords investors considerable future growth in both stock price 
and dividends.  In fact, over the past five years, Fortis’ stock price has appreciated by 135.9%.  
This represents a CAGR in stock price of 19.0%.  During this period, Fortis has increased its 
quarterly dividend by 62%, which has helped drive its five-year total return of 178.0%, or 23.0% 
CAGR.   In fact, on a total relative return basis, Fortis has outperformed the S&P/TSX Utility 
index by 42%.  What is even more impressive is that Fortis’ shares have outperformed the S&P/TSX
Composite, which has been driven by the Canadian resources sector, on a total relative return basis
by 28.0%  over the same time period.
 
Fortis’ impressive growth has been on the back of its acquisition strategy, and has been 
further fuelled by its expansion into high growth markets in Western Canada, as well as its 
investments in the Caribbean.  With the recent acquisition of Terasen Gas, we expect to see 
this trend to continue in years to come. 

We expect the acquisition of Terasen Gas to be accretive to earnings in the first full year. 
However, aside from potential synergies with FortisBC, we do not believe that Terasen will be one 
of the Company’s primary catalysts for earnings growth.  We do not believe that Terasen Gas will 
afford growth rates similar to those experienced by FortisAlberta and FortisBC.  We contend that 
higher, as well as more volatile, natural gas prices will dampen new customer growth, as natural 
gas is losing, and will continue to lose, its competitive pricing relative to other sources of energy.  
In addition, the trend of multi-family unit contractors installing electricity, as opposed to natural 
gas, in an effort to reduce building related costs will also act to reduce natural gas penetration in 
British Columbia.    

So, why are we so bullish on this stock and the recent acquisition?  Our enthusiasm is primarily 
fuelled by the opportunities that the Terasen transaction affords Fortis to expand into a new 
territory: natural gas distribution.  Fortis did not just purchase a prime natural gas 
distributor; it bought key expertise in natural gas distribution.  This expertise will enable 
Fortis to expand in this industry in the same successful manner it has with its acquired 
electricity distribution utilities. 

This acquisition has also opened the door to the U.S., and Fortis’ management has made it very 
clear that they are interested in expanding into natural gas distribution in this market.  What is 
especially interesting about the U.S. is that it has several utilities that operate both natural gas and 
electricity distribution.  Acquiring such utilities would enable Fortis to capitalize on its expertise in 
both areas, as well as benefit from synergies.  
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Natural Gas distribution aside, Fortis has considerable potential for growth with its electricity 
distribution utilities.  In fact, Fortis anticipates its electric utility capital expenditures over the next 
five years to equal approximately $2.8 billion.  The majority of these expenditures are to be related 
to FortisAlberta, FortisBC, and Fortis’ regulated and non-regulated electric utilities in the 
Caribbean.  This is significant given that FortisAlberta and FortisBC accounted for 46.8% of the 
fiscal 2006 consolidated net earnings.     

In summary, Fortis is now in a position to expand its regulated utility assets on two fronts: electric 
distribution and now natural gas distribution.  Clearly, Fortis has been very successful with its past 
acquisitions.  Given the similarities between natural gas and electricity distribution, we see no 
reason to doubt the Company’s ability to successfully integrate Terasen, and use it as a platform 
for future acquisitions.  We feel that Fortis’ exposure to high growth markets coupled with the 
acquisition of Terasen Gas will result in continued earnings and dividend growth.  Fortis is a 
very compelling investment at current levels.  
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Company Overview 

Fortis Inc. is a diversified, international distribution utility holding company headquartered in St. 
John’s, Newfoundland.  It primarily holds regulated distribution utilities in Canada, as well as 
some regulated utilities in the Caribbean.  Fortis also owns and operates non-regulated 
hydroelectric generation assets and commercial real estate and hotel assets.  

Fortis’ regulated utilities are domiciled in both Canada and the Caribbean.  The Canadian regulated 
utilities include Terasen Gas, FortisAlberta, FortisBC, Newfoundland Power, Maritime Electric, 
and FortisOntario.  The Company’s Caribbean regulated utilities include Belize Electricity (70.1% 
ownership), Caribbean Utilities, (54% ownership), and Fortis Turks and Caicos (100% ownership). 

Table 1: Summary of Fortis Regulated Assets 

 Company  # of 
Customers

 2006                
Gas Volumes(PJ) / 

Electric Sales(GWh)  
2006

2006       
Total Assets 

(Millions)

2006       
Capex 

Program 
(Millions) 

 Mid-2007 
Rate Base 
(Millions)

Allowed 2006 
ROE 4

Allowed 2007 
ROE 4

2006       
Earnings 
(Millions)

 Terasen Gas 1 900,000 209 PJ $3,739 $148 $2,973 8.80% 8.37% $96
 FortisAlberta 430,000 14,851 GWh $1,387 $243 $939 8.93% 8.51% $41
 FortisBC  152,000 3,038 GWh $1,031 $111 $765 9.20% 8.77% $27
 Newfoundland Power 230,000 4,995 GWh $936 $60 $788 9.24% 8.60% $30
 Other Canadian 2 123,000 2,162 GWh $509 $37 $362 9.0%-10.25% 9.0%-10.25% $14
 Caribbean 3 100,700 889 GWh $828 $27 $549 10.0% - 17.5% 10.0% - 17.5% $24

 
1 Terasen Gas pro-forma earnings. 
2 Includes Maritime Electric and FortisOntario. 
3Includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
4 Caribbean regulated utilities’ return on assets. 
 
Source: Company reports and Beacon Securities 

Fortis’ non-regulated assets consist of Fortis Generation and Fortis Properties. Fortis Generation 
includes generating assets in Belize, Ontario, central Newfoundland, British Columbia, and upper 
New York State.  In aggregate, these assets have a generating capacity of 195 MW, of which 190 
MW is hydroelectric generation.  Fortis Properties owns and operates 18 hotels with more than 
3,200 rooms in seven Canadian provinces, and 2.7 million square feet of commercial real estate in 
Atlantic Canada. 

Strategy 

Fortis set out in 1987 with a stated goal of pursuing growth through diversification in regulated 
utilities by utilizing its financial strength and operational experience in electric utilities.  In 
summary, Fortis’ strategy to achieve this goal is to buy regulated utilities, and run them 
independently.  What is interesting about Fortis’ approach to acquisitions is that they do not seek 
to capitalize on operational synergies between its subsidiaries.  Each of its regulated assets is run 
independently. However, in some instances, like in the event where scale results in more 
favourable procurement, Fortis subsidiaries will work together in order to obtain more beneficial 
prices.  

While running each segment independently may be contrary to intuition, the potential cost savings 
that could be achieved through a more integrated structure is far outweighed by the advantages of 
running each of its utilities independently. For one, Fortis subsidiaries are able to maintain their 
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existing relationships with the respective regulators.  We believe that relationships would become 
more complicated if some of these utilities were to attempt to achieve cost synergies through 
shared services as it would, in all likelihood, complicate regulatory review processes. In addition, 
by running the utilities as independent entities, there is no integration risk. 

The key to Fortis’ success has been its ability to capitalize on its most important resources – 
operational experience.   Senior management are continually rotated throughout the organization in 
order to share their experience in such areas as dealing with regulatory authorities and cost control, 
which creates organization-wide best practices.  That being said, Fortis never loses sight that some 
situations require custom solutions.  The table below lists some of the current and previous 
positions held by Fortis senior management as an example of how management is rotated 
throughout the organization.  

Table 2: Management Current and Previous Positions 
Current Position Previous Position

Stanley Marshall CEO, Fortis Inc. VP, Newfoundland Power
Barry Perry CFO, Fortis Inc. CFO, Newfoundland Power
Karl Smith CEO, FortisAlberta CEO, Newfoundland Power
John Walker CEO, FortisBC CEO, Fortis Properties
Earl Ludlow CEO, Newfoundland Power CEO, Fortis Properties
Fred O'Brien CEO, Maritime Electric VP, FortisOntario
Bill Daley CEO,  FortisOntario VP, FortisOntario
Nora Duke CEO,  Fortis Properties VP, Fortis Properties

 
Source: Company reports and website 

In addition to Fortis’ practice of rotating management, Fortis benefits from raising equity capital 
more cost efficiently for its smaller subsidiaries than they would individually.     
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Company History 

Fortis was derived from Newfoundland Power and formed in 1987.  Newfoundland Power, and its 
predecessor companies, have distributed electricity in Newfoundland since 1885.  Newfoundland 
Power was its sole holding in 1987, and it served as a both a strong financial foundation, and 
equally important, had strong managerial expertise in operating electric utilities.  

Chart: 1: Fortis Inc. Regulated Utility Acquisitions 

Fortis is Formed 1987

1994 Maritime Electric

Canadian Niagara Power (50%) 1996

1999 Belize Electricity (67%)
2000 Caribbean Utilities (20%)

2001 Port Colborne Hydro Leased
Cornwall Electric 2002 Canadian Niagara Power (remaining 50%)

2003 Operating subsidiaries of Granite Power
Caribbean Utilities (increased to 36%)

2004 FortisAlberta and FortisBC

Caribbean Utilities (increased to 54%) 2006 Belize Electricity (increased to 70%)
Fortis Turks and Caicos

2007 A Terasen Gas  
Source: Company reports and Beacon Securities 

Chart 2: Fortis Inc. Holdings by Region  

Source: Company reports and Beacon Securities 
 

Fortis’ more significant acquisitions include FortisAlberta and FortisBC from Aquila Inc. in 2004, 
and the most-recent acquisition of Terasen Gas in 2007.  The investment in Western Canada 
permits Fortis to participate in the unprecedented growth in these regions.  At the time of the 
acquisition of FortisAlberta and FortisBC, Fortis saw great potential to improve the operating 
performance of these assets, but did not expect to see growth of this magnitude.   Fortis was able to 
leverage its expertise in operational efficiency with these assets and improve their profitability. 

In addition, Fortis’ investment in Belize Electricity in 1999 was a vehicle by which Fortis could 
test utility waters in the Caribbean region.  Although utilities in this region do afford higher 
allowed return-on-assets than their Canadian counterparts, they also present greater risks than 
North American based utilities in the form of hurricanes and political risk.  Although Fortis has 
done well with its investments in the Caribbean, the investment in the region is expected to remain 
a small but valuable part of Fortis’ overall business.  Fortis remains focused on North America as a 
vehicle for future growth.       
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Company Structure and Operating Subsidiaries 

The Company operates under two operating segments: (1) Regulated Utility operations, and (2) 
Non-Regulated Businesses.  Regulated utilities account for 86% of total assets as at December 31, 
2006.  Although non-regulated assets do not generate a significant proportion of the Company’s 
revenues, they do have a meaningful impact on net earnings.   

Chart 3: Fortis Operating Segments  
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REGULATED UTILITIES 
The Regulated Utility segment accounted for approximately 85% of Fortis’ 2006 total revenues of 
$1.5 billion, and approximately 75% of its earnings from operating segments in 2006.  Fortis’ 
Regulated Utility operations are governed by their respective regulators, which set target customer 
service levels, approve capital expenditure programs, and set bands for allowable rates of returns.  
In the sections below, we discuss the more relevant regulatory requirements for each subsidiary.  
In Canada, Fortis operates both gas and electric distribution regulated utilities. 

Canadian Regulated Gas Utility 

1. Terasen Gas 

Fortis’ most recent acquisition was Terasen Gas.  Fortis paid $3.7 billion, including the assumption 
of $2.3 billion in debt, to Kinder Morgan (KMI-NYSE; Not Rated) for the natural gas distribution 
assets of Terasen Inc.  This transaction, which closed on May 17, 2007, increased Fortis’ asset 
base from approximately $5.5 billion to $10 billion, and its regulated assets from $3.4 billion to 
$6.4 billion.  This is the largest transaction in Fortis’ operating history, and the first time it has 
invested in a regulated utility other than electricity transmission/distribution.   

Fortis paid approximately 1.2x Terasen Gas’s estimated mid-2007 rate base of approximately 
$2,973 million.  The transaction has resulted in regulated utility assets accounting for 92% of the 
Fortis’ total assets, and Regulated utility assets in Canada now account for 84% of total assets.  
Furthermore, the acquisition of Terasen Gas has resulted in approximately 57% of Fortis’ total 
assets being located in British Columbia.   
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Terasen Gas is the principal distributor of natural gas in British Columbia, serving 125 
communities consisting of 900,000 customers, or 95% of all natural gas users in British Columbia.  
Terasen Gas owns and operates approximately 44,100 km of natural gas distribution pipeline and 
4,300 km of natural gas transmission pipeline.   

Chart 4: Terasen Gas Service Territory 

 
Source: Company reports 

The operations of Terasen Gas are carried out under three wholly-owned subsidiaries: Terasen Gas 
Inc., Terasen Gas (Vancouver Island) Inc., and Terasen Gas (Whistler) Inc.  In addition, Terasen 
Gas has a 30% stake in CustomerWorks Ltd, which is a non-regulated service business jointly 
owned with Enbridge Inc. (ENB-TSX; Not Rated).  In the sections below, we provide an overview 
for each of these gas distribution segments. 

Terasen Gas Inc. 
Terasen Gas Inc. (TGI) is the largest of the three operating companies within the Terasen Gas 
segment, with a service area extending from Vancouver to the Fraser Valley.  It accounts for 
approximately 83% of Terasen Gas’ assets, and has a rate base of approximately $2.5 billion.  This 
area has a population base of approximately 4 million people.  TGI transports and distributes 
natural gas to 100 communities consisting of 735,000 residential and 82,000 industrial customers.   

TGI typically provides natural gas distribution to residential, small businesses, and industrial 
heating customers on a non-contract basis, where customers are charged for general services.  In 
contrast, the majority of TGI’s larger commercial and industrial customers are serviced under a 
contractual basis.  Under these agreements, customers are able to purchase natural gas from third-
parties and TGI charges a service fee for the transportation of gas, a practise known as unbundling.  
Since TGI virtually passes the cost of natural gas to customers when they purchase natural gas 
directly, the Company’s margins are unaffected.  In fact, having a proportion of its customers 
buying from third-party suppliers as opposed to buying directly from TGI acts to reduce the 
Companies overall credit risk exposure.  Approximately 79,000 of TGI’s customers are eligible for 
unbundling, and approximately 18,700 customers had arranged for their gas from third-parties as at 
December 31, 2006.  This is up considerably from 2,200 at the end of 2005.     
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Approximately 150 of TGI’s industrial customers are on interruptible services, meaning that they 
can switch from natural gas to an alternative fuel. TGI also holds transmission and distribution 
agreements for natural gas distribution under statutes and franchise agreements, which grant TGI 
the right to operate in municipalities and other areas its serves.    

Chart 5: Terasen Gas Rate Base 
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TGI is regulated by the British Columbia Utilities Commission (BCUC).  TGI’s rates are based on 
a cost-of-service basis, where TGI is allowed to recover the costs associated with providing 
service, meet its financial obligations, and earn a reasonable return on common equity (ROE).    

The allowable ROE for 2007 has been set at 8.37%, and the deemed equity component has been 
set at 35%.  The average rate base for fiscal 2007 is approximately $2.5 billion, and its approved 
capex budget for 2007 is $129.7 million.  Approximately 22% of this amount will be spent to 
support customer growth, and the balance will be used for asset betterment and upgrades.  The 
allowable rate of return is based on a formula that applies a risk premium to an estimate of the 
Canadian long-term bond yield.  The allowable rate of return is reviewed and, if necessary, 
adjusted annually.     

Similar to FortisBC, TGI operates under a performance-based rate (PBR) setting methodology, 
where it shares improved cost efficiencies with its customers.  In 2004, 2005, and 2006, Terasen 
Gas generated ROEs of 9.34%, 10.78%, and 10.10%, respectively, while the allowable ROEs for 
these years were 9.15%, 9.03%, and 8.80%, respectively.   

Terasen Gas (Vancouver Island) Inc. 
Terasen Gas (Vancouver Island) Inc. (TGVI) owns and operates a transmission pipeline from 
greater Vancouver area across the Georgia Straight to Vancouver Island, and a distribution 
network on Vancouver Island and along the Sunshine Coast of B.C.  These systems have a 
combined through-put capacity of 144 million cubic feet of natural gas per day, and serves 
approximately 88,000 customers.   

TGVI is a franchise under development, where it is financially supported by the Vancouver Island 
Natural Gas Pipeline Agreement.   Under the agreement, the province of British Columbia 
provides TGVI with royalty revenues, which covers approximately 20% of the current cost of 
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service.  These payments are intended to assist with competitive rates during franchise 
development, as TGVI’s customer base and revenues are insufficient to cover its cost of service, as 
well as recover revenue deficiencies from prior years.  This support is due to expire at the end of 
2011.  At that time, TGVI’s customers will have to pay the full cost of gas, as well as the recovery 
of remaining accumulated deficit.  Given that industrial gas usage accounts for approximately 65% 
of the TGVI’s throughput, and two-thirds of this is contracted on a year-to-year basis, TGVI is at 
even greater risk of being unable to recover its costs post-2011.  Although the BCUC’s rate-setting 
mechanism sets rates at sufficient levels for TGVI to recover cost of service, rates will be limited 
by the price of competitive fuels.   

Chart 6: Terasen Gas (Vancouver Island) Inc. Rate Base 
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Source: Company reports 

TGVI’s approved rate base for 2007 is approximately $482 million, and its allowable equity 
component is 40%.  It allowable ROE is currently set at 9.07%.  

Terasen Gas (Whistler) Inc. 
Terasen Gas (Whistler) Inc. (TGWI) owns and operates two propane distribution centres that 
services approximately 2,370 residential and commercial customers in Whistler B.C.   In addition, 
TGWI owns and operates two propane storage and vaporization plants, as well as approximately 
130 kilometres of pipeline, with annual deliveries of approximately 750,000 gigajoules (GJ) of 
propane.   

In June 2006, TGWI, in conjunction with TGVI, received approval from the BCUC to extend 
natural gas service to Whistler via a proposed 50 km pipeline lateral from Squamish to Whistler.   
TGWI will convert its propane distribution system to natural gas.   TGWI’s average rate base in 
2006 was $16.5 million, and has an allowable equity component of 40%, and has an allowable 
ROE of 10.0%.   

The Merits of the Acquisition 

The acquisition of Terasen Gas is unique for Fortis on two fronts: (1) it is the first time Fortis 
purchased a non-electricity utility, and (2) it is the first time where there is overlap in service 
territories between two of Fortis’ utilities.  These factors have many positive implications for 
the Company’s future growth in both top and bottom lines.  For top-line growth, gaining 
expertise in gas distribution opens a new door for future expansion into new markets, like the U.S.  
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The geographical overlap between Terasen and FortisBC will also enable Fortis to realize 
synergies in addition to the ones it typically seeks.  Synergies will be more attainable because these 
utilities are both regulated by the BCUC.  This will enable Fortis to consolidate some functions, 
and therefore reduce costs.  Consolidation of functions for two or more utilities regulated by 
different agencies is not an easy task, as each utility typically argues that the other should absorb 
more costs.   

British Columbia Natural Gas Distribution Overview  
British Columbia is the third-largest natural gas market in Canada. Industry accounts for the largest 
proportion of natural gas consumption in British Columbia.  In 2003, industry and power 
generation accounted for 58% of total natural gas consumption. The majority of industrial 
customers use natural gas for heat and power in the manufacturing process, as well as in 
manufacturing raw material. The majority of residential and commercial natural gas customers use 
natural gas for space heating and appliances. 

Demand for natural gas typically peaks when the West Coast experiences lower-than-average 
precipitation, and corresponding low water levels, and when Arctic cold fronts arrive.  Lower 
water levels result in a reduction in hydro generation and a corresponding increase in gas-fired 
electrical generation.   

Higher than historical averages in natural gas prices has resulted in a reduction in residential and 
commercial gas consumption.  These consumers have reduced expenditures in natural gas by 
conservation or by substituting gas-fired heating furnaces with portable baseboard electrical 
heaters.  The result has been a reduction in demand per household.   Furthermore, property 
developers are installing electric space heaters in new construction in an effort to reduce building 
costs.  This, coupled with consumers’ perception that natural gas price volatility poses greater risk 
of unexpected higher costs, has impeded the penetration of natural gas.  

Chart 7: British Columbia Single Detached Residential and Multiple Dwelling Construction  
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That being said, population growth is a key driver for residential natural gas penetration, and as we 
discussed in the section above on FortisBC, British Columbia’s growth in population is surpassing 
that of the country.  Currently, natural gas accounts for only one-quarter of the British Columbia 
industrial sector’s demand, which leaves potential for growth.  The largest users of natural gas in 
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the province are the pulp and paper, wood product, petroleum refinery and petrochemical 
industries. Natural gas demand for the industrial sector in the province is correlated with growth in 
the province’s GDP.   However, the industrial sector is the most price sensitive market for gas, and 
therefore, there is potential for future growth to be offset by the continued trend of industrial users 
of natural gas to seek ways to reduce consumption, as well as looking for alternatives fuels, such as 
wood waste, hog fuel, coal, and petroleum products.  

Canadian Regulated Electric Utilities 

Canadian regulated electric utilities accounted for 92% of the Regulated Utility segment’s fiscal 
2006 revenues of $1.2 billion, and 87.5% of Regulated Utility operating income.  The Canadian 
Regulated Electric Utilities consist of FortisAlberta, FortisBC, Newfoundland Power, Maritime 
Electric, and FortisOntario.  

Chart 8: Fortis Canadian Regulated Utility 2006 Revenue and Operating Income 
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Source: Company reports and Beacon Securities 

2. FortisAlberta 
Fortis Inc. indirectly owns 100% of FortisAlberta’s outstanding common shares.  Fortis acquired 
FortisAlberta and FortisBC from Aquila Inc. (ILA-NYSE; Not Rated) in 2004 for total 
consideration of approximately $1.5 billion.  FortisAlberta operates primarily in rural central and 
southern Alberta, with a customer base of approximately 430,000 comprised of residential, 
commercial, farm and industrial customers.  Electricity is disseminated via 104,000 km of low-
voltage distribution network. As the table below illustrates, Fortis has not only been successful 
with its integration of FortisAlberta, but has improved its operational efficiency as well. 
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Chart 9: FortisAlberta’s Operating Performance Before and After Fortis Acquisition 
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FortisAlberta is involved solely in the distribution of electricity and does not own any electrical 
transmission or generating assets.  Therefore, FortisAlberta’s entire asset base is regulated.  
FortisAlberta receives electricity from Alberta’s transmission system, or from smaller third-party 
electricity producers.  FortisAlberta distributes this electricity to residential, commercial, and 
industrial customers.  The majority of these customers are located within municipality boundaries, 
and are serviced directly by the respective municipality, who have franchise agreements with 
FortisAlberta.       

In 2006, the Company invested approximately $243 million (before customer contributions) to 
improve service reliability and to meet new load growth. It is interesting to note that FortisAlberta 
invested approximately $116 million in projects related to customer growth resulting from oil and 
gas industry activity, as well as the residential housing boom.  In aggregate, FortisAlberta has 
increased its rate base by approximately from $611 million from the time it was acquired by Fortis 
in 2004 to approximately $939 million today.   

Chart 10: FortisAlberta Capex 
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FortisAlberta is regulated by the Alberta Energy and Utilities` Board, with its distribution assets 
regulated on a cost-of-service basis.  Rates are set to cover FortisAlberta’s distribution costs and to 
allow for an approved rate of return on a deemed specified capital structure. This results in 
FortisAlberta being effectively insulated from volatility in electricity prices.  FortisAlberta’s 
regulated capital structure is set at 37% equity, and its allowed ROE for 2006 was 8.93%; 
however, due to the impact of lower long-term Canadian bond yields on the automatic adjustment 
formula, the Company’s allowed ROE for 2007 has been reduced to 8.51%.   

3. FortisBC 
FortisBC is an integrated electric utility, which owns and operates hydroelectric generating plants, 
high voltage transmission lines, and distribution assets located in the southern interior of British 
Columbia.  FortisBC also owns both regulated and non-regulated assets.  As we discussed above, 
Fortis acquired FortisBC, as well as FortisAlberta, from Aquila Inc. in 2004.   

Similar to FortisAlberta, Fortis has successfully integrated FortisBC into its portfolio of utilities 
and improved its operational efficiency. 

Chart 11: FortisBC’s Operating Performance Before and After Fortis Acquisition 
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In contrast to FortisAlberta, whose customer base is primarily in rural areas, the majority of 
FortisBC’s customer base is primarily located in urban centres.  FortisBC serves, both directly and 
indirectly, 152,000 residential, commercial, wholesale, and industrial customers.  Residential 
Service is the Company’s largest customer base, accounting for 41.6% of revenues and 36.8% of 
electrical sales in 2006.  This customer category represents the lower risk of the four categories.  

FortisBC serves approximately 102,000 customers in Kelowna, Oliver, Osoyoos, Trail, Castlegar, 
Creston and Rossland.  It serves another 50,000 customers through the wholesale supply of power 
to municipal distributors in Summerland, Penticton, Kelowna, Grand Forks, and Nelson. As the 
table below illustrates, these areas have experienced an aggregate population growth level in 
excess of British Columbia and the Country as a whole.  
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Table 3: Communities Serviced by FortisBC 
2006 2001 Change Private 

Dwellings

Kelowna 1 162,276 147,739 9.8% 71,889
Osoyoos 4,752 4,295 10.6% 2,717
Trail 7,237 7,575 -4.5% 3,764
Castlegar 7,259 7,585 -4.3% 3,225
Princeton 2,677 2,610 2.6% 1,366
Rossland 3,278 3,646 -10.1% 1,656
Summerland 10,828 10,723 1.0% 4,726
Penticton 31,909 30,985 3.0% 15,271
Grand Forks 4,036 4,054 -0.4% 1,862
Nelson 9,258 9,318 -0.6% 4,427

 Group Total   243,510 228,530 7.1% 110,903

British Columbia 4,113,487 3,907,738 5.3% 1,788,474
Canada 31,612,897 30,007,094 5.4%  

1 Population for the metropolitan area 
Source: Statistics Canada 

Implications of British Columbia’s population growth are greater for FortisBC than the above table 
implies, as the Kelowna area accounts for approximately 66% of private dwellings in this area (see 
Chart below), and has experienced an impressive 9.8% growth in population since 2001.   

Chart 12: FortisBC Population Breakdown by Operating Region 
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In addition to FortisBC’s contribution to Fortis’ overall future organic growth from an increasing 
population base, the subsidiary is also in the process of investing to improve the reliability of the 
utility.  In aggregate, FortisBC expects to spend approximately $500 million in capex over the next 
five years.  FortisBC has an approved capital expenditure program for 2007 of $135.8 million, 
before customer contributions of $7.2 million, and $119.6 million, before customer contributions 
of $8.0 million, for 2008 

FortisBC’s generating assets are comprised of four hydroelectric generating plants with an 
aggregate capacity of 235 megawatts (MW).  This provides approximately 45% of the energy and 
30% of FortisBC’s capacity requirements.  The balance of its requirements is satisfied through 
long-term power purchase agreements, and requirement short-falls, when they occur, are fulfilled 
through short-term power purchases.  Such short-falls typically occur in the winter and summer 
peak demand periods, when energy prices hit cyclical highs.  These costs are recovered through 
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customer rates, and FortisBC typically hedges potential exposure to volatility in hydro prices by 
power purchase contracts prior to the winter months. 

FortisBC is regulated by the BCUC under a performance-based framework (PBR).  Under this 
structure, FortisBC’s cost efficiencies/inefficiencies are shared equally between FortisBC and its 
customers.  This is executed by way of a 2% collar around the pre-determined ROE, and any 
amounts equal to or less than the 2% are split.  Therefore, in the event there is a positive variance 
between the actual financial performance and the allowable rate, both FortisBC and its customers 
benefit.   However, the same scenario holds if there is a negative variance.  In the event that the 
variance exceeds the 2% collar, the excess is placed into a deferral account for review and 
disposition during the next rate-setting period. 

4. Newfoundland Power  
Fortis owns 100% of Newfoundland Power’s common shares, and 93.7% of the Company’s voting 
rights.  Newfoundland Power owns and operates an integrated generation, transmission, and 
distribution system throughout Newfoundland and Labrador.   The Company has approximately 
230,000 customers in more than 600 communities, which represents 85% of Province’s electricity 
consumers.   

Approximately 85% of Newfoundland Power’s customer base is residential, with the balance being 
commercial.  Residential customers account for approximately 58% of revenues.  Newfoundland 
Power is not a significant catalyst for Fortis’ future growth.  In fact, Newfoundland’s population 
has experienced a 0.47% CAGR over the last four years.  In spite of this, electricity sales have 
experienced a modest CAGR of 1.2% for the past four years, which has been driven equally by 
both commercial and residential customers.   

Chart 13: Newfoundland Power Annual Electricity Sales 
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Source: Company reports and Beacon Securities 

Over the past five years, residential electricity sales have slightly outpaced those of commercial, 
with an average annual growth rate of 1.4% versus commercial with 1.3%.  During this period, 
residential electricity sales, as a percentage of total electricity sales, have remained consistent at 
54.7%.  The moderate growth in residential electricity sales has been attributed to many factors, 
including relatively weak growth in personal disposable income and higher electricity prices which 
have caused the customer base to conserve electricity usage.  These factors have been partially 
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offset by a strong housing market and higher oil prices.  Commercial electricity sales growth has 
lagged that of residential electricity sales, and has generated growth from the ongoing development 
of Newfoundland’s oil industry.  

Newfoundland Power purchases approximately 90% of its electricity requirements from 
Newfoundland and Labrador Hydro (Crown Corporation).   The remaining 10% is generated by 30 
small generating stations which are owned by Newfoundland Power.  

Newfoundland Power, as well as Newfoundland and Labrador Hydro, is regulated by 
Newfoundland and Labrador Board of Commissioners of Public Utilities (PUB).  Newfoundland 
Power operates under a cost of service regulation, which allows the Company to set rates that 
permit it to recover all reasonable and prudent costs associated with providing service and earn a 
reasonable rate of return on its rate base.  The regulated return on equity for 2007 is 8.60% (down 
from 9.24% in 2006), which equates to a rate of return on rate base of 8.47%, with a range of 
8.29% to 8.65%.   The Company’s equity component of its capital structure must not exceed 45%.  
The rate of return is adjusted annually, and based on an automatically adjusted formula that is 
based on Canadian 30-year bond yields.  Although the use of this formula stream-lines the rate-
setting process, the exposure to interest rates makes the Company’s earnings susceptible to greater 
volatility.   

5. Maritime Electric 
Maritime Electric is located on Prince Edward Island and serves 71,000 customers, which 
represents 90% of the Province’s electricity consumers.  Maritime Electric is involved in 
electricity generation, transmission, and distribution, although it purchases more than 95% of its 
energy requirement from New Brunswick Power.  The remaining electricity requirement is met by 
the Company’s generation facilities and the purchase of wind energy.  Revenues are evenly split 
between residential and commercial customers, although commercial and industrial customers 
account for almost 60% of electricity sales.  

Maritime Electric is regulated on a cost of service basis, where the utility’s basic electricity rates 
are based on estimated cost of service and allow for a predetermined rate of return on an approved 
rate base.  Maritime Electric’s maximum allowed ROE for 2007 is 10.25%, and common equity 
must be at least 40% of the utility’s capital structure.   
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6. FortisOntario 
FortisOntario consists of both regulated and non-regulated assets.  Regulated assets are comprised 
of Canadian Niagara Power and Cornwall Electric. 

Table 4: FortisOntario Regulated Utilities 

Subsidiary Service Area # of 
Customers

2006 
Revenue  

(%)

2006    
GWh Sales 

(%)
Canadian Niagara Power Fort Erie 15,400 24.0% 24.7%

Port Colborne 9,200 15.0% 16.9%
Gananoque 3,600 6.3% 6.5%

Sub-Total 28,200 45.3% 48.1%
Cornwall Electric Cornwall 23,400 54.7% 51.9%

Total 51,600 100% 100%  
Source: Company reports 

FortisOntario participates in electricity transmission and distribution through its wholly-owned 
subsidiaries, Canadian Niagara Power and Cornwall Electric.   
 

 Canadian Niagara Power Inc.: Transmits and distributes electricity to customers in Fort 
Erie, Port Colborne, and Gananoque.  It also owns and operates a transmission network that 
extends from Niagara Falls, Ontario through to Fort Erie connecting with National Grid's 
transmission system in Buffalo, New York through an international inter-tie running 
between Fort Erie and Buffalo. 

 
 Cornwall Electric: Provides utility services to Cornwall, South Glengarry, South 

Stormont, and the Ontario portion of the Mohawk Territory of Akwesasne.   
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Caribbean Regulated Utilities 

Fortis first entered the Caribbean in 1999 when it purchased 67% of Belize Electricity.   Fortis now 
has ownership in three utilities in the Caribbean: Belize Electricity (70.1% ownership), Caribbean 
Utilities (54% ownership), and Fortis Turks and Caicos (100% ownership). Although these assets 
have yielded strong returns, Fortis’ primary focus for future growth is on North America.  

7. Belize Electricity 
Belize Electric is the primary distributor of electricity in Belize, Central America and serves more 
than 71,000 customers.  Fortis has a 70.1% controlling interest in Belize Electricity.  It acquires its 
electricity from multiple sources, including Fortis wholly-owned subsidiary, Belize Electric 
Company Limited (“BECOL”), Comisión Federal de Electricidad, as well as from its own diesel-
fired and gas-turbine generation.   Belize Electricity has experienced annual energy demand 
growth of approximately 3% to 7% over the past three years. 

Belize Electricity is regulated by the Public Utilities Commission. The basic electricity rates are 
determined by value-added delivery (“VAD”), and cost of fuel and purchased power (“COP”).  
The VAD component permits the Company to recover operating expenses, transmission and 
distribution expenses, taxes, amortization and earn a rate of return on regulated asset base in the 
range of 10.0% to 15.0%.  The COP includes the variable cost of generation, which is a flow-
through in customer rates.  

8. Caribbean Utilities 
Caribbean Utilities (CUP.U-TSX; Not Rated) is a publicly traded utility located on Grand Cayman, 
Cayman Islands.  It generates, transmits, and distributes electricity to more than 22,000 customers.  
Fortis recently became the controlling shareholder of Caribbean Utilities after increasing its 
ownership to approximately 54%.  As a result, Fortis is consolidating Caribbean Utilities’ financial 
statements on a two two-month lag basis.  Caribbean Utilities anticipates capital expenditures of 
approximately US$33 million in fiscal 2008, and US$190 million over the next five years, which is 
expected to be fuelled by customer growth. 

Caribbean Utilities operates under a 25-year exclusive licence with the Government of the Cayman 
Islands, which expires in 2011, or until replaced with a new license by mutual agreement.  The 
utility is entitled to earn a 15% rate of return on its rate base.   

9. Fortis Turks and Caicos 
Fortis Turks and Caicos consists of two electric utilities acquired in 2006: (1) P.P.C. Limited, and 
(2) Atlantic Equipment & Power (Turks and Caicos) Ltd. for aggregate consideration of 
approximately US$90 million.  Fortis Turks and Caicos is the primary electricity distributor in the 
Turks and Caicos Islands pursuant to 50-year licences that expire in 2036 and 2037.  The utility 
serves approximately 7,700 customers, which represents approximately 80% of the electricity 
customers in the Turks and Caicos Islands.   

During 2006, residential customers accounted for 36.6% of revenues and 33.6% of electricity 
sales, while commercial customers account for 62.2% of revenues and 65.2% of electricity sales.  
This utility has experienced considerable growth, which has been on the back of tourism and 
condominium and hotel development.  In fact, energy sales on Providenciales, where the majority 
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(approximately 75%) of customers reside, have increased, on average, 15% annually for the last 12 
years. In addition to growth resulting from tourism, utility sales in 2006 increased because of a 
high level of government-funded public works initiatives.  The Company has a combined diesel-
fired generating capacity of approximately 37 MW and met a combined peak demand of 25 MW in 
2006.  The Government of Turks and Caicos is the regulator for Fortis Turks and Caicos, and rates 
are set to yield a 17.5% return on a calculated rate base.   

NON-REGULATED BUSINESSES 
Fortis’ non-regulated assets, which primarily consist of non-core properties and electric hydro 
generation facilities, accounted for approximately 14% of the Company’s total assets as at 
December 31, 2006, and approximately 25% of total operating earnings during 2006.   As the table 
below illustrates, the non-regulated segments do not account for a significant proportion of total 
assets, but did generate approximately 16% of total revenues in 2006.     

Table 5: Fortis Non-Regulated Assets as a Percentage of Company Total 
(Excluding Corporate and including Inter-segment)

Generation 2005 2006
Total Revenue 5% 5%
Operating Earnings 18% 15%
Total Assets 6% 5%

Properties
Total Revenue 11% 11%
Operating Earnings 8% 10%
Total Assets 9% 9%

 
Source: Company reports 

10. Fortis Generation 
Fortis Generation consists of non-regulated generation assets in Belize, Ontario, central 
Newfoundland, British Columbia, and upper New York state.   In aggregate, these assets have a 
generating capacity of 195 MW.  Approximately 190 MW, or 97.4%, of this capacity is 
hydroelectric generation.  

Belize: BECOL owns and operates the 25 MW Mollejon and 7 MW Chalillo hydroelectric 
facilities, located on the Macal River in Belize.  BECOL sells its entire output to Belize Electricity 
under a 50-year power purchase agreement.   

Ontario: Non-regulated operations in Ontario include 75 MW of water-right entitlement associated 
with the Niagara Exchange Agreement, a 5 MW gas-fired cogeneration plant in Cornwall and six 
small hydroelectric generating stations in eastern Ontario with a combined capacity of 8 MW.  
With the exception of the cogeneration plant in Cornwall, the electricity produced from these 
facilities is sold in the Ontario market. 

Central Newfoundland: Fortis indirectly holds a 51% interest in the Exploits River Hydro 
Partnership with Abitibi-Consolidated Company of Canada (A-TSX; Not Rated).  The Exploits 
River Hydro Partnership achieved record annual energy sales of 168 GWh in 2006.  Abitibi-
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Consolidated uses generation, and additional produced energy is sold to Newfoundland Hydro 
under a 30-year power purchase agreement. 

British Columbia:  Fortis’ non-regulated generating asset in British Columbia is a 16-MW run-of-
river Walden hydroelectric generating plant near Lillooet, which was acquired in May 2004 as part 
of the assets of FortisBC.  The plant sells its entire output to BC Hydro under a long-term contract.   

Upper New York State: Fortis owns four non-regulated hydroelectric generating stations located in 
upper New York State   These plants have an aggregate capacity of approximately 23 MW, with an 
average annual energy output of 85 GWh that is sold at wholesale through contracts. 

11. Fortis Properties 
Fortis Properties owns and operates 18 hotels, consisting of approximately 3,200 rooms, in seven 
Canadian provinces.  In addition, Fortis Properties owns 2.7 million square feet of commercial real 
estate in Atlantic Canada.  Revenue per Available Room in 2006 increased from $70.95 in 2005 to 
$72.67, which was on the back of increases in both average occupancy and average daily room 
rates.   

The 2006 occupancy rate in the real estate division of 94.9% at December 31, 2006 declined 100 
basis points from December 31, 2005, but still outpaced the national rate of 92.3%.   

Table 6: Hotels Owned by Fortis Properties 
 Hotels   Location   # of Guest 

Rooms  
 Delta St. John’s   St. John’s, NL  403
 Holiday Inn St. John's   St. John’s, NL  252
 Mount Peyton   Grand Falls-Windsor, NL  150
 Greenwood Inn Corner Brook   Corner Brook, NL  102
 Four Points by Sheraton Halifax   Halifax, NS  177
 Delta Sydney   Sydney, NS  152
 Delta Brunswick   Saint John, NB  254
 Holiday Inn Kitchener-Waterloo   Kitchener-Waterloo, ON  183
 Holiday Inn Peterborough   Peterborough, ON  153
 Holiday Inn Sarnia   Point Edward, ON  217
 Holiday Inn Cambridge   Cambridge, ON  143
 Greenwood Inn Calgary   Calgary, AB  210
 Greenwood Inn Edmonton   Edmonton, AB  224
 Greenwood Inn Winnipeg   Winnipeg, MB  213
 Ramada Hotel and Suites Lethbridge   Lethbridge, AB  119
 Holiday Inn Express and Suites Medicine Hat   Medicine Hat, AB  93
 Best Western Medicine Hat   Medicine Hat, AB  122
 Holiday Inn Express Kelowna   Kelowna, BC  120

Total 3,287  
Source: Company reports 

Table 7: Office and Retail Properties Owned by Fortis Properties 

 Property   Location   Type of Property  
Gross Lease 
Area Square 

feet (000’s)  

 Fort William Building   St. John’s, NL   Office  188
 Cabot Place I   St. John’s, NL   Office  133
 TD Place   St. John’s, NL   Office  93
 Fortis Building   St. John’s, NL   Office  82
 Multiple Office   St. John’s, NL   Office and Retail  70
 Millbrook Mall   Corner Brook, NL   Retail  122
 Fraser Mall   Gander, NL   Retail  102
 Marystown Mall   Marystown, NL   Retail  87
 Fortis Tower   Corner Brook, NL   Office  70
 Viking Mall   St. Anthony, NL   Retail  69
 Maritime Centre   Halifax, NS   Office and Retail  562
 Brunswick Square   Saint John, NB   Office and Retail  512
 Kings Place   Fredericton, NB   Office and Retail  292
 Blue Cross Centre   Moncton, NB   Office and Retail  323

 Total 2,705  
Source: Company reports 
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The investment in non-core properties was originally made in order to capitalize on tax 
credits that arose from acquisition.  For the most part, a utility can only recover interest 
expenses from debt used to finance an acquisition equal-to or less-than the allowable proportion of 
the book value of the purchased assets.  However, this interest provides a tax shield if it can be 
applied to revenues.  Investing in properties has provided such a revenue stream.   

Financials and Past Performance 

Fortis has exhibited outstanding growth in its assets, revenues, and net earnings over its operating 
history, which has supported its significant dividend growth over the same period.  Since 1999, 
Fortis has increased its utility capital assets and income producing properties by a CAGR of 
50.7%, while increasing its revenue and net income by a CAGR of 16.5% and 26.0%, respectively, 
over the same period.   

Chart 14: Fortis Sales, Net Income, and Fixed Assets Growth 
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Source: Company reports 

Over this period, Fortis has increased its dividends (declared) by 48.0%, with a CAGR of 5.8%.  
The growth in dividends has been on the back of higher earnings fuelled by acquisition.  In fact, 
during this period, Fortis’ dividend payout ratio has declined by 41.6 percentage points to 47.2%.  
The decline in dividends as a percentage of earnings has, as one would expect, been the result of 
using a proportion of internally generated funds to finance its aggressive acquisition strategy.   
Obviously, from the Company’s past performance, this was a good use of these funds.  
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Chart 15: Fortis Dividends Paid per Common Share Growth 
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Source: Company reports 

Chart 16: Fortis Inc. Dividend Pay-out Ratio 
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Although investors seeking exposure to utilities typically prefer relatively higher dividend payout 
ratios, it is interesting to note that even though Fortis has retained a higher percentage of its 
earnings, it has still been able to increase dividends on the back of higher dollar earnings, which 
has been driven by accretive acquisitions and an improving profit margin.  
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Chart 17: Earnings Growth and Profit Margin  
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Source: Company reports 

In addition, Fortis’ ownership of non-regulated utilities and income producing properties, has also 
benefited the Company’s earning profile.  

Outlook and Financial Forecast 

We are expecting Fortis to generate fiscal 2007 and 2008 EPS of $1.47 and $1.60, respectively.  
For regulated utilities, our fiscal 2007 and 2008 estimates are based on respective allowed ROEs, 
approved capital expenditures.  

With bond yields on the decline, there is potential for Fortis’ earnings growth to stall over the next 
year.  This is because Fortis’ regulated utilities are governed under cost recovery regulations, 
where they are permitted to earn a pre-determined ROE on a specified equity proportion.  The 
majority of Fortis’ regulated utilities, which include FortisAlberta, FortisBC, and Newfoundland 
Power, allowable ROEs are tied to the Canadian long-term bond yield, and the recent decline in 
bond yields has resulted in a reduction in the ROEs for these utilities.  In fact, the allowable ROE 
for FortisAlberta, FortisBC, and Newfoundland Power have decreased by an average 50 basis 
points, as illustrated in the table below. 

Table 8: Change in Allowed Return on Common Equity 
FortisAlberta FortisBC Newfoundland 

Power Average Change

Previous 8.93% 9.20% 9.24% 9.12%

Current 8.51% 8.77% 8.60% 8.63%
49.7 bps

 
Source: Company reports 

The average 50 basis point decline in allowed ROEs has considerable potential to adversely impact 
Fortis’ trend in growing earnings, as these three utilities accounted for 78% of the Canadian 
Regulated Utilities 2006 revenues and 88% of net earnings.  That being said, the decline in 
allowable ROEs will likely be offset by the planned capex for 2007 which will increase the rate 
base.   
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Chart 18: Fiscal 2007 Forecasted Capital Expenditures (Millions) 
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While Newfoundland Power does have a modest 2007 capex budget of $66.0 million, it will be 
primarily allocated towards equipment replacement and electricity system betterment.  In contrast, 
FortisAlberta and FortisBC have considerable capital expenditure budgets for customer growth, in 
addition to capital expenditures pertaining to asset replacement/upgrade.  This is the result of 
exceptional growth in both population and GDP, which have outpaced the national rates.  In fact, 
Alberta and British Columbia in aggregate, account for approximately 81% Canadian Regulated 
Utilities forecasted capital expenditures for 2007.   

Fortis’ exposure to these two high growth markets is compounded with the acquisition of Terasen 
Gas.  As discussed in the sections above, natural gas distribution is likely to experience healthy 
penetration rates in British Columbia, as it is largely driven by British Columbia’s GDP and 
population growth rates.  However, the trend of contractors installing electricity as opposed to 
natural gas in multi-family units does present a hindrance.  But more importantly, the Terasen 
acquisition opens two unique opportunities for Fortis.  The first being a strong and established 
foothold in natural gas distribution, which is a new catalyst for growth.  The second is the 
opportunity to capitalize on cost-sharing that result from operating two utilities that are governed 
by the same regulatory body. 

Over the next five years, we believe that earnings growth can be driven by the Company’s 
anticipated capex of approximately $2.8 billion.  We contend that capex of this magnitude is equal 
to purchasing a $2.8 billion utility, and that even if Fortis does not pursue another acquisition over 
this period, its rate base will expand as if it had.  Furthermore, given the nature of the industry, this 
capex provides the potential for growth for the Company even in the event of economic 
downturns.   
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Valuation and Recommendation 

Fortis shares are currently trading at 19.2x on our fiscal 2007 EPS estimate of $1.44, and 17.9x on 
fiscal 2008 estimate of $1.55.  Since the Terasen transaction closed on May 17, 2007, the fiscal 
2008 EPS estimate is more relevant from an earnings multiple perspective, as it includes Terasen’s 
contribution for a full year. As illustrated in the chart below, Fortis’ shares have consistently 
commanded a higher multiple since 2002.    

Chart 19: Fortis Inc. Historical CFY P/E Multiple 
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Since Fortis announced the Terasen acquisition on February 26, 2007, its shares have traded at an 
average of 19.5x on fiscal 2007 EPS, and 18.2x on fiscal 2008 EPS.  Before the announcement, 
Fortis stock traded at an average multiple of 19.0x on fiscal 2007 EPS, and 18.3x on fiscal 2008 
EPS.  Surprisingly, the Terasen acquisition has not managed to expand Fortis’ current fiscal year 
earnings multiple.  Although the stock has recovered nicely following the issue of 38.5 million 
subscription receipts (plus approximately 5.8 million in over-allotment) at $26.00 (each receipt 
equalling one common share), its earning multiple has remained virtually flat.    

This is despite the fact that, through the acquisition of Terasen, Fortis has purchased a 
shinny new vehicle for future growth.  What’s more is that this acquisition is very appealing 
from a risk perspective.  Terasen is a high quality, well run asset.  It is regulated by the 
BCUC, the same regulatory agency that governs FortisBC, and natural gas distribution is 
probably the most similar utility to electricity distribution.  Furthermore, with Terasen, 92% 
of Fortis’ total assets will be regulated utilities versus 86% pre-Terasen.  This reduces the 
Company’s overall risk profile significantly.   

We must also keep in mind that Fortis’ operational history and strong relationships with regulators 
amplifies the Company’s potential for expansion into the U.S. in natural gas distribution.   We 
believe that these factors give Fortis a competitive advantage over potential competing bidders for 
these assets.   With these factors in mind, we believe that Fortis’ shares should trade at a premium 
multiple relative to their historic and current levels.    

We are assigning a 21.0x target multiple, which, when applied to our fiscal 2008 EPS estimate of 
$1.60, yields a 12-month target price of $32.00.  We are expecting Fortis to increase its dividend 
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by 10% to $0.77 later this year.  Our target indicated dividend yield is 2.9%, which is consistent 
with the average for the past three years.   

Chart 20: Fortis Inc. Historical Dividend Yield 
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Although there is potential for the yield to decline from price appreciation due to the flow of 
capital into non-cyclical stocks in the event that the Canadian markets, eventually, experience a 
decline, we have not built any such assumptions into our valuation.  Our target yield of 2.9% 
coupled with of fiscal 2007 dividend estimate of $0.75 generates a target price of $27.00.   

We believe that the target price based on earnings multiple should carry greater weight, given the 
reduction in volatility that we expect Fortis’ earnings to display resulting from a higher proportion 
of regulated utilities within its portfolio.  Our 12-month target price is $32.00.  Including the 
Company’s annualized dividend of $0.77, we are looking for a total return of 14%. We are 
initiating coverage on Fortis with a BUY rating. 

 



Canada

Fortis Inc. C$28.66 C$4,410 C$7,437 2.6% 20.1x 18.1x 20.8x 21.2x 9.7x 8.1x 13.9x 14.2x 2.2x

Enbridge Inc. C$37.18 C$13,650 C$23,591 3.1% 21.0x 19.8x NA 21.5x 12.1x 11.1x 13.2x 13.6x 2.6x

Emera Inc. C$21.21 C$2,341 C$4,127 4.2% 18.5x 17.2x NA 18.9x 8.4x 8.0x 8.3x 7.9x 1.7x

CDN Average:   19.9x 18.4x 20.8x 20.6x 10.1x 9.1x 11.8x 11.9x 2.2x

U.S.
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Portland General Electric Company $28.83 $1,802 $2,874 2.3% 15.9x 15.4x 13.7x 25.3x 6.4x 6.0x 7.4x 7.6x 1.4x

Puget Energy, Inc. $25.20 $2,945 $6,018 4.0% 15.7x 14.9x 16.9x 17.5x 7.7x 7.4x 9.8x 8.8x 1.4x

Cascade Natural Gas Corp. $26.34 $303 $468 3.6% 22.0x 21.1x 27.2x 24.2x 9.2x 9.1x 11.2x 7.7x 2.4x

Northwest Natural Gas $50.25 $1,356 $1,997 2.7% 19.4x 19.7x 19.6x 21.9x 9.9x 8.9x 12.8x 9.9x 2.2x

U.S. Average:   17.7x 16.7x 20.9x 21.2x 8.3x 7.9x 10.6x 8.7x 1.6x

* Pricing date: 29-May-07 Group Average:    18.8x 17.5x 20.9x 20.9x 9.2x 8.5x 11.2x 10.3x 1.9x
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  Canada

Fortis Inc. 11.3% 12.5% 10.7% 7.3% 6.7% 6.3% 1.7x 1.7x 1.9x 5.7x 5.0x 4.3x 5.3x

Enbridge Inc. 13.2% 11.9% 15.2% 6.0% 5.5% 5.1% 1.6x 1.6x 1.5x 5.6x 4.9x 4.8x 4.1x

Emera Inc. 8.4% 8.4% 8.9% 7.5% 7.6% 8.4% 0.9x 1.0x 1.0x 3.6x 2.9x 3.6x 3.1x

CDN Average  11.0% 10.9% 11.6% 6.9% 6.6% 6.6% 1.4x 1.4x 1.5x 4.9x 4.3x 4.2x 4.2x

  U.S.

Avista Corp. 8.7% 5.9% 4.6% 6.0% 4.1% 4.2% 1.3x 1.6x 1.5x 4.7x 4.1x 5.1x 5.1x

IDACORP, Inc. 9.3% 8.4% 7.6% 6.6% 6.1% 8.5% 1.0x 1.0x 1.1x 5.4x 3.9x 3.8x 4.9x

NorthWestern Corp. 5.1% 8.5% 879.1% 3.9% 6.0% 15.7% 1.0x 1.0x 1.2x 4.4x 3.9x 3.2x 3.7x

Portland General Electric Compa 5.9% 5.2% 7.5% 4.0% 4.8% 6.2% 0.9x 0.6x 0.6x 2.8x 2.8x 1.9x 1.6x

Puget Energy, Inc. 8.1% 8.0% 7.6% 5.1% 5.5% 5.5% 1.5x 1.2x 1.5x 5.0x 4.5x 4.0x 3.9x

Cascade Natural Gas Corp. 10.4% NA 11.5% 6.2% 5.4% 7.2% 1.3x 1.6x 1.5x 4.0x 2.7x 4.2x 3.5x

Northwest Natural Gas 10.7% 10.1% 9.4% 7.0% 6.6% 6.2% 1.1x 1.1x 1.0x 4.1x 3.2x 3.4x 3.6x

US Average  8.3% 7.7% 1.3x 5.5% 5.5% 0.1x 1.2x 1.2x 1.2x 4.3x 3.6x 3.7x 3.8x

Group Average 9.6% 9.3% 0.7x 6.2% 6.0% 0.1x 1.3x 1.3x 1.3x 4.6x 3.9x 3.9x 4.0x
* Pricing date: 29-May-07
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Summary 
• We are initiating coverage on Fortis with a BUY rating 

and a 12-month target price of $32.00.   Our target price is 
based on a blend of a 21.0x earnings multiple on our fiscal 
2008 EPS estimate of $1.60, and a 2.9% dividend yield. 

• The acquisition of Terasen Gas is unique for Fortis on 
two fronts: (1) it is the first time Fortis purchased a non-
electricity utility, and (2) it is the first time where there is 
overlap in service territories between two of Fortis’ utili-
ties.  We believe that these factors have many positive impli-
cations for the Company’s future growth in both top and bot-
tom lines.   

• Fortis’ exposure to high growth markets coupled with the 
acquisition of Terasen Gas will result in continued earnings 
and dividend growth.  Fortis is a very compelling investment 
at current levels.  

• We believe that earnings growth can be driven by the Com-
pany’s anticipated capex over the next five years of approxi-
mately $2.8 billion.  We contend that capex of this magni-
tude will fuel its earnings growth even in the absence of 
additional acquisitions.  Furthermore, given the nature of 
the industry, this capex provides the potential for growth for 
the Company even in the event of economic downturns. 

 

F O R T I S  I N C .        

 
 

FTS-TSX 
May 30, 2007 

Stock Rating: BUY 
    Target Price: $32.00 

Closing Price (05/29/07) : $28.66 
52 Week Range: $21.16-$30.00 

 
     

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is a diversified, international dis-
tribution utility holding company headquar-
tered in St. John’s, Newfoundland.  It pri-
marily holds regulated distribution utilities 
in Canada, as well as some regulated utili-
ties in the Caribbean.  Fortis also owns and 
operates non-regulated hydroelectric genera-
tion assets and commercial real estate and 
hotel assets. 

Ken Chernin, MBA 
902.425.6654 

kchernin@beaconsecurities.ca 

Change in EPS Forecasts 
NA—Initiating Coverage 

Initiating Coverage: Well Positioned for Continued Growth 

(December Year End) 2006A F2007E F2008E

EPS $1.35 $1.47 $1.60

P/E 21.2 x 19.5 x 17.9 x

CFPS $3.25 $3.25 $3.80

(Millions)

Shares O/S 155.3

Mkt. Cap. $4,450.90

Ent. Value $7,098.40

Net Debt $2,647.50

Fortis Inc. (FTS-TSX)
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Investment Thesis  

We are initiating coverage on Fortis with a BUY rating and a 12-month target price of $32.00.   
Our target price is based on a blend of a 21.0x earnings multiple on our fiscal 2008 EPS estimate 
of $1.60, and a 2.9% dividend yield.      

Fortis’ successful track record of acquiring utility distribution assets across Canada, as well as a 
select few in the Caribbean, has driven the Company’s top and bottom line, which has boosted its 
stock performance.  In addition to yielding a steady and predictable stream of earnings and cash 
flow, as a utility should, Fortis also affords investors considerable future growth in both stock price 
and dividends.  In fact, over the past five years, Fortis’ stock price has appreciated by 135.9%.  
This represents a CAGR in stock price of 19.0%.  During this period, Fortis has increased its 
quarterly dividend by 62%, which has helped drive its five-year total return of 178.0%, or 23.0% 
CAGR.   In fact, on a total relative return basis, Fortis has outperformed the S&P/TSX Utility 
index by 42%.  What is even more impressive is that Fortis’ shares have outperformed the S&P/TSX
Composite, which has been driven by the Canadian resources sector, on a total relative return basis
by 28.0%  over the same time period.
 
Fortis’ impressive growth has been on the back of its acquisition strategy, and has been 
further fuelled by its expansion into high growth markets in Western Canada, as well as its 
investments in the Caribbean.  With the recent acquisition of Terasen Gas, we expect to see 
this trend to continue in years to come. 

We expect the acquisition of Terasen Gas to be accretive to earnings in the first full year. 
However, aside from potential synergies with FortisBC, we do not believe that Terasen will be one 
of the Company’s primary catalysts for earnings growth.  We do not believe that Terasen Gas will 
afford growth rates similar to those experienced by FortisAlberta and FortisBC.  We contend that 
higher, as well as more volatile, natural gas prices will dampen new customer growth, as natural 
gas is losing, and will continue to lose, its competitive pricing relative to other sources of energy.  
In addition, the trend of multi-family unit contractors installing electricity, as opposed to natural 
gas, in an effort to reduce building related costs will also act to reduce natural gas penetration in 
British Columbia.    

So, why are we so bullish on this stock and the recent acquisition?  Our enthusiasm is primarily 
fuelled by the opportunities that the Terasen transaction affords Fortis to expand into a new 
territory: natural gas distribution.  Fortis did not just purchase a prime natural gas 
distributor; it bought key expertise in natural gas distribution.  This expertise will enable 
Fortis to expand in this industry in the same successful manner it has with its acquired 
electricity distribution utilities. 

This acquisition has also opened the door to the U.S., and Fortis’ management has made it very 
clear that they are interested in expanding into natural gas distribution in this market.  What is 
especially interesting about the U.S. is that it has several utilities that operate both natural gas and 
electricity distribution.  Acquiring such utilities would enable Fortis to capitalize on its expertise in 
both areas, as well as benefit from synergies.  
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Natural Gas distribution aside, Fortis has considerable potential for growth with its electricity 
distribution utilities.  In fact, Fortis anticipates its electric utility capital expenditures over the next 
five years to equal approximately $2.8 billion.  The majority of these expenditures are to be related 
to FortisAlberta, FortisBC, and Fortis’ regulated and non-regulated electric utilities in the 
Caribbean.  This is significant given that FortisAlberta and FortisBC accounted for 46.8% of the 
fiscal 2006 consolidated net earnings.     

In summary, Fortis is now in a position to expand its regulated utility assets on two fronts: electric 
distribution and now natural gas distribution.  Clearly, Fortis has been very successful with its past 
acquisitions.  Given the similarities between natural gas and electricity distribution, we see no 
reason to doubt the Company’s ability to successfully integrate Terasen, and use it as a platform 
for future acquisitions.  We feel that Fortis’ exposure to high growth markets coupled with the 
acquisition of Terasen Gas will result in continued earnings and dividend growth.  Fortis is a 
very compelling investment at current levels.  
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Company Overview 

Fortis Inc. is a diversified, international distribution utility holding company headquartered in St. 
John’s, Newfoundland.  It primarily holds regulated distribution utilities in Canada, as well as 
some regulated utilities in the Caribbean.  Fortis also owns and operates non-regulated 
hydroelectric generation assets and commercial real estate and hotel assets.  

Fortis’ regulated utilities are domiciled in both Canada and the Caribbean.  The Canadian regulated 
utilities include Terasen Gas, FortisAlberta, FortisBC, Newfoundland Power, Maritime Electric, 
and FortisOntario.  The Company’s Caribbean regulated utilities include Belize Electricity (70.1% 
ownership), Caribbean Utilities, (54% ownership), and Fortis Turks and Caicos (100% ownership). 

Table 1: Summary of Fortis Regulated Assets 

 Company  # of 
Customers

 2006                
Gas Volumes(PJ) / 

Electric Sales(GWh)  
2006

2006       
Total Assets 

(Millions)

2006       
Capex 

Program 
(Millions) 

 Mid-2007 
Rate Base 
(Millions)

Allowed 2006 
ROE 4

Allowed 2007 
ROE 4

2006       
Earnings 
(Millions)

 Terasen Gas 1 900,000 209 PJ $3,739 $148 $2,973 8.80% 8.37% $96
 FortisAlberta 430,000 14,851 GWh $1,387 $243 $939 8.93% 8.51% $41
 FortisBC  152,000 3,038 GWh $1,031 $111 $765 9.20% 8.77% $27
 Newfoundland Power 230,000 4,995 GWh $936 $60 $788 9.24% 8.60% $30
 Other Canadian 2 123,000 2,162 GWh $509 $37 $362 9.0%-10.25% 9.0%-10.25% $14
 Caribbean 3 100,700 889 GWh $828 $27 $549 10.0% - 17.5% 10.0% - 17.5% $24

 
1 Terasen Gas pro-forma earnings. 
2 Includes Maritime Electric and FortisOntario. 
3Includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
4 Caribbean regulated utilities’ return on assets. 
 
Source: Company reports and Beacon Securities 

Fortis’ non-regulated assets consist of Fortis Generation and Fortis Properties. Fortis Generation 
includes generating assets in Belize, Ontario, central Newfoundland, British Columbia, and upper 
New York State.  In aggregate, these assets have a generating capacity of 195 MW, of which 190 
MW is hydroelectric generation.  Fortis Properties owns and operates 18 hotels with more than 
3,200 rooms in seven Canadian provinces, and 2.7 million square feet of commercial real estate in 
Atlantic Canada. 

Strategy 

Fortis set out in 1987 with a stated goal of pursuing growth through diversification in regulated 
utilities by utilizing its financial strength and operational experience in electric utilities.  In 
summary, Fortis’ strategy to achieve this goal is to buy regulated utilities, and run them 
independently.  What is interesting about Fortis’ approach to acquisitions is that they do not seek 
to capitalize on operational synergies between its subsidiaries.  Each of its regulated assets is run 
independently. However, in some instances, like in the event where scale results in more 
favourable procurement, Fortis subsidiaries will work together in order to obtain more beneficial 
prices.  

While running each segment independently may be contrary to intuition, the potential cost savings 
that could be achieved through a more integrated structure is far outweighed by the advantages of 
running each of its utilities independently. For one, Fortis subsidiaries are able to maintain their 
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existing relationships with the respective regulators.  We believe that relationships would become 
more complicated if some of these utilities were to attempt to achieve cost synergies through 
shared services as it would, in all likelihood, complicate regulatory review processes. In addition, 
by running the utilities as independent entities, there is no integration risk. 

The key to Fortis’ success has been its ability to capitalize on its most important resources – 
operational experience.   Senior management are continually rotated throughout the organization in 
order to share their experience in such areas as dealing with regulatory authorities and cost control, 
which creates organization-wide best practices.  That being said, Fortis never loses sight that some 
situations require custom solutions.  The table below lists some of the current and previous 
positions held by Fortis senior management as an example of how management is rotated 
throughout the organization.  

Table 2: Management Current and Previous Positions 
Current Position Previous Position

Stanley Marshall CEO, Fortis Inc. VP, Newfoundland Power
Barry Perry CFO, Fortis Inc. CFO, Newfoundland Power
Karl Smith CEO, FortisAlberta CEO, Newfoundland Power
John Walker CEO, FortisBC CEO, Fortis Properties
Earl Ludlow CEO, Newfoundland Power CEO, Fortis Properties
Fred O'Brien CEO, Maritime Electric VP, FortisOntario
Bill Daley CEO,  FortisOntario VP, FortisOntario
Nora Duke CEO,  Fortis Properties VP, Fortis Properties

 
Source: Company reports and website 

In addition to Fortis’ practice of rotating management, Fortis benefits from raising equity capital 
more cost efficiently for its smaller subsidiaries than they would individually.     
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Company History 

Fortis was derived from Newfoundland Power and formed in 1987.  Newfoundland Power, and its 
predecessor companies, have distributed electricity in Newfoundland since 1885.  Newfoundland 
Power was its sole holding in 1987, and it served as a both a strong financial foundation, and 
equally important, had strong managerial expertise in operating electric utilities.  

Chart: 1: Fortis Inc. Regulated Utility Acquisitions 

Fortis is Formed 1987

1994 Maritime Electric

Canadian Niagara Power (50%) 1996

1999 Belize Electricity (67%)
2000 Caribbean Utilities (20%)

2001 Port Colborne Hydro Leased
Cornwall Electric 2002 Canadian Niagara Power (remaining 50%)

2003 Operating subsidiaries of Granite Power
Caribbean Utilities (increased to 36%)

2004 FortisAlberta and FortisBC

Caribbean Utilities (increased to 54%) 2006 Belize Electricity (increased to 70%)
Fortis Turks and Caicos

2007 A Terasen Gas  
Source: Company reports and Beacon Securities 

Chart 2: Fortis Inc. Holdings by Region  

Source: Company reports and Beacon Securities 
 

Fortis’ more significant acquisitions include FortisAlberta and FortisBC from Aquila Inc. in 2004, 
and the most-recent acquisition of Terasen Gas in 2007.  The investment in Western Canada 
permits Fortis to participate in the unprecedented growth in these regions.  At the time of the 
acquisition of FortisAlberta and FortisBC, Fortis saw great potential to improve the operating 
performance of these assets, but did not expect to see growth of this magnitude.   Fortis was able to 
leverage its expertise in operational efficiency with these assets and improve their profitability. 

In addition, Fortis’ investment in Belize Electricity in 1999 was a vehicle by which Fortis could 
test utility waters in the Caribbean region.  Although utilities in this region do afford higher 
allowed return-on-assets than their Canadian counterparts, they also present greater risks than 
North American based utilities in the form of hurricanes and political risk.  Although Fortis has 
done well with its investments in the Caribbean, the investment in the region is expected to remain 
a small but valuable part of Fortis’ overall business.  Fortis remains focused on North America as a 
vehicle for future growth.       
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Company Structure and Operating Subsidiaries 

The Company operates under two operating segments: (1) Regulated Utility operations, and (2) 
Non-Regulated Businesses.  Regulated utilities account for 86% of total assets as at December 31, 
2006.  Although non-regulated assets do not generate a significant proportion of the Company’s 
revenues, they do have a meaningful impact on net earnings.   

Chart 3: Fortis Operating Segments  
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REGULATED UTILITIES 
The Regulated Utility segment accounted for approximately 85% of Fortis’ 2006 total revenues of 
$1.5 billion, and approximately 75% of its earnings from operating segments in 2006.  Fortis’ 
Regulated Utility operations are governed by their respective regulators, which set target customer 
service levels, approve capital expenditure programs, and set bands for allowable rates of returns.  
In the sections below, we discuss the more relevant regulatory requirements for each subsidiary.  
In Canada, Fortis operates both gas and electric distribution regulated utilities. 

Canadian Regulated Gas Utility 

1. Terasen Gas 

Fortis’ most recent acquisition was Terasen Gas.  Fortis paid $3.7 billion, including the assumption 
of $2.3 billion in debt, to Kinder Morgan (KMI-NYSE; Not Rated) for the natural gas distribution 
assets of Terasen Inc.  This transaction, which closed on May 17, 2007, increased Fortis’ asset 
base from approximately $5.5 billion to $10 billion, and its regulated assets from $3.4 billion to 
$6.4 billion.  This is the largest transaction in Fortis’ operating history, and the first time it has 
invested in a regulated utility other than electricity transmission/distribution.   

Fortis paid approximately 1.2x Terasen Gas’s estimated mid-2007 rate base of approximately 
$2,973 million.  The transaction has resulted in regulated utility assets accounting for 92% of the 
Fortis’ total assets, and Regulated utility assets in Canada now account for 84% of total assets.  
Furthermore, the acquisition of Terasen Gas has resulted in approximately 57% of Fortis’ total 
assets being located in British Columbia.   
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Terasen Gas is the principal distributor of natural gas in British Columbia, serving 125 
communities consisting of 900,000 customers, or 95% of all natural gas users in British Columbia.  
Terasen Gas owns and operates approximately 44,100 km of natural gas distribution pipeline and 
4,300 km of natural gas transmission pipeline.   

Chart 4: Terasen Gas Service Territory 

 
Source: Company reports 

The operations of Terasen Gas are carried out under three wholly-owned subsidiaries: Terasen Gas 
Inc., Terasen Gas (Vancouver Island) Inc., and Terasen Gas (Whistler) Inc.  In addition, Terasen 
Gas has a 30% stake in CustomerWorks Ltd, which is a non-regulated service business jointly 
owned with Enbridge Inc. (ENB-TSX; Not Rated).  In the sections below, we provide an overview 
for each of these gas distribution segments. 

Terasen Gas Inc. 
Terasen Gas Inc. (TGI) is the largest of the three operating companies within the Terasen Gas 
segment, with a service area extending from Vancouver to the Fraser Valley.  It accounts for 
approximately 83% of Terasen Gas’ assets, and has a rate base of approximately $2.5 billion.  This 
area has a population base of approximately 4 million people.  TGI transports and distributes 
natural gas to 100 communities consisting of 735,000 residential and 82,000 industrial customers.   

TGI typically provides natural gas distribution to residential, small businesses, and industrial 
heating customers on a non-contract basis, where customers are charged for general services.  In 
contrast, the majority of TGI’s larger commercial and industrial customers are serviced under a 
contractual basis.  Under these agreements, customers are able to purchase natural gas from third-
parties and TGI charges a service fee for the transportation of gas, a practise known as unbundling.  
Since TGI virtually passes the cost of natural gas to customers when they purchase natural gas 
directly, the Company’s margins are unaffected.  In fact, having a proportion of its customers 
buying from third-party suppliers as opposed to buying directly from TGI acts to reduce the 
Companies overall credit risk exposure.  Approximately 79,000 of TGI’s customers are eligible for 
unbundling, and approximately 18,700 customers had arranged for their gas from third-parties as at 
December 31, 2006.  This is up considerably from 2,200 at the end of 2005.     
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Approximately 150 of TGI’s industrial customers are on interruptible services, meaning that they 
can switch from natural gas to an alternative fuel. TGI also holds transmission and distribution 
agreements for natural gas distribution under statutes and franchise agreements, which grant TGI 
the right to operate in municipalities and other areas its serves.    

Chart 5: Terasen Gas Rate Base 
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TGI is regulated by the British Columbia Utilities Commission (BCUC).  TGI’s rates are based on 
a cost-of-service basis, where TGI is allowed to recover the costs associated with providing 
service, meet its financial obligations, and earn a reasonable return on common equity (ROE).    

The allowable ROE for 2007 has been set at 8.37%, and the deemed equity component has been 
set at 35%.  The average rate base for fiscal 2007 is approximately $2.5 billion, and its approved 
capex budget for 2007 is $129.7 million.  Approximately 22% of this amount will be spent to 
support customer growth, and the balance will be used for asset betterment and upgrades.  The 
allowable rate of return is based on a formula that applies a risk premium to an estimate of the 
Canadian long-term bond yield.  The allowable rate of return is reviewed and, if necessary, 
adjusted annually.     

Similar to FortisBC, TGI operates under a performance-based rate (PBR) setting methodology, 
where it shares improved cost efficiencies with its customers.  In 2004, 2005, and 2006, Terasen 
Gas generated ROEs of 9.34%, 10.78%, and 10.10%, respectively, while the allowable ROEs for 
these years were 9.15%, 9.03%, and 8.80%, respectively.   

Terasen Gas (Vancouver Island) Inc. 
Terasen Gas (Vancouver Island) Inc. (TGVI) owns and operates a transmission pipeline from 
greater Vancouver area across the Georgia Straight to Vancouver Island, and a distribution 
network on Vancouver Island and along the Sunshine Coast of B.C.  These systems have a 
combined through-put capacity of 144 million cubic feet of natural gas per day, and serves 
approximately 88,000 customers.   

TGVI is a franchise under development, where it is financially supported by the Vancouver Island 
Natural Gas Pipeline Agreement.   Under the agreement, the province of British Columbia 
provides TGVI with royalty revenues, which covers approximately 20% of the current cost of 
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service.  These payments are intended to assist with competitive rates during franchise 
development, as TGVI’s customer base and revenues are insufficient to cover its cost of service, as 
well as recover revenue deficiencies from prior years.  This support is due to expire at the end of 
2011.  At that time, TGVI’s customers will have to pay the full cost of gas, as well as the recovery 
of remaining accumulated deficit.  Given that industrial gas usage accounts for approximately 65% 
of the TGVI’s throughput, and two-thirds of this is contracted on a year-to-year basis, TGVI is at 
even greater risk of being unable to recover its costs post-2011.  Although the BCUC’s rate-setting 
mechanism sets rates at sufficient levels for TGVI to recover cost of service, rates will be limited 
by the price of competitive fuels.   

Chart 6: Terasen Gas (Vancouver Island) Inc. Rate Base 
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TGVI’s approved rate base for 2007 is approximately $482 million, and its allowable equity 
component is 40%.  It allowable ROE is currently set at 9.07%.  

Terasen Gas (Whistler) Inc. 
Terasen Gas (Whistler) Inc. (TGWI) owns and operates two propane distribution centres that 
services approximately 2,370 residential and commercial customers in Whistler B.C.   In addition, 
TGWI owns and operates two propane storage and vaporization plants, as well as approximately 
130 kilometres of pipeline, with annual deliveries of approximately 750,000 gigajoules (GJ) of 
propane.   

In June 2006, TGWI, in conjunction with TGVI, received approval from the BCUC to extend 
natural gas service to Whistler via a proposed 50 km pipeline lateral from Squamish to Whistler.   
TGWI will convert its propane distribution system to natural gas.   TGWI’s average rate base in 
2006 was $16.5 million, and has an allowable equity component of 40%, and has an allowable 
ROE of 10.0%.   

The Merits of the Acquisition 

The acquisition of Terasen Gas is unique for Fortis on two fronts: (1) it is the first time Fortis 
purchased a non-electricity utility, and (2) it is the first time where there is overlap in service 
territories between two of Fortis’ utilities.  These factors have many positive implications for 
the Company’s future growth in both top and bottom lines.  For top-line growth, gaining 
expertise in gas distribution opens a new door for future expansion into new markets, like the U.S.  
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The geographical overlap between Terasen and FortisBC will also enable Fortis to realize 
synergies in addition to the ones it typically seeks.  Synergies will be more attainable because these 
utilities are both regulated by the BCUC.  This will enable Fortis to consolidate some functions, 
and therefore reduce costs.  Consolidation of functions for two or more utilities regulated by 
different agencies is not an easy task, as each utility typically argues that the other should absorb 
more costs.   

British Columbia Natural Gas Distribution Overview  
British Columbia is the third-largest natural gas market in Canada. Industry accounts for the largest 
proportion of natural gas consumption in British Columbia.  In 2003, industry and power 
generation accounted for 58% of total natural gas consumption. The majority of industrial 
customers use natural gas for heat and power in the manufacturing process, as well as in 
manufacturing raw material. The majority of residential and commercial natural gas customers use 
natural gas for space heating and appliances. 

Demand for natural gas typically peaks when the West Coast experiences lower-than-average 
precipitation, and corresponding low water levels, and when Arctic cold fronts arrive.  Lower 
water levels result in a reduction in hydro generation and a corresponding increase in gas-fired 
electrical generation.   

Higher than historical averages in natural gas prices has resulted in a reduction in residential and 
commercial gas consumption.  These consumers have reduced expenditures in natural gas by 
conservation or by substituting gas-fired heating furnaces with portable baseboard electrical 
heaters.  The result has been a reduction in demand per household.   Furthermore, property 
developers are installing electric space heaters in new construction in an effort to reduce building 
costs.  This, coupled with consumers’ perception that natural gas price volatility poses greater risk 
of unexpected higher costs, has impeded the penetration of natural gas.  

Chart 7: British Columbia Single Detached Residential and Multiple Dwelling Construction  
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That being said, population growth is a key driver for residential natural gas penetration, and as we 
discussed in the section above on FortisBC, British Columbia’s growth in population is surpassing 
that of the country.  Currently, natural gas accounts for only one-quarter of the British Columbia 
industrial sector’s demand, which leaves potential for growth.  The largest users of natural gas in 
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the province are the pulp and paper, wood product, petroleum refinery and petrochemical 
industries. Natural gas demand for the industrial sector in the province is correlated with growth in 
the province’s GDP.   However, the industrial sector is the most price sensitive market for gas, and 
therefore, there is potential for future growth to be offset by the continued trend of industrial users 
of natural gas to seek ways to reduce consumption, as well as looking for alternatives fuels, such as 
wood waste, hog fuel, coal, and petroleum products.  

Canadian Regulated Electric Utilities 

Canadian regulated electric utilities accounted for 92% of the Regulated Utility segment’s fiscal 
2006 revenues of $1.2 billion, and 87.5% of Regulated Utility operating income.  The Canadian 
Regulated Electric Utilities consist of FortisAlberta, FortisBC, Newfoundland Power, Maritime 
Electric, and FortisOntario.  

Chart 8: Fortis Canadian Regulated Utility 2006 Revenue and Operating Income 
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Source: Company reports and Beacon Securities 

2. FortisAlberta 
Fortis Inc. indirectly owns 100% of FortisAlberta’s outstanding common shares.  Fortis acquired 
FortisAlberta and FortisBC from Aquila Inc. (ILA-NYSE; Not Rated) in 2004 for total 
consideration of approximately $1.5 billion.  FortisAlberta operates primarily in rural central and 
southern Alberta, with a customer base of approximately 430,000 comprised of residential, 
commercial, farm and industrial customers.  Electricity is disseminated via 104,000 km of low-
voltage distribution network. As the table below illustrates, Fortis has not only been successful 
with its integration of FortisAlberta, but has improved its operational efficiency as well. 



Fortis Inc. – Initiating Coverage                                                                                 May 30, 2007 

Beacon Securities Ltd.                                                                   12                                                                                  Ken Chernin, MBA 
                                                                                                                                                                                                902.425.6654 
                                                                                                                               kchernin@beaconsecurities.ca 
 

Chart 9: FortisAlberta’s Operating Performance Before and After Fortis Acquisition 
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FortisAlberta is involved solely in the distribution of electricity and does not own any electrical 
transmission or generating assets.  Therefore, FortisAlberta’s entire asset base is regulated.  
FortisAlberta receives electricity from Alberta’s transmission system, or from smaller third-party 
electricity producers.  FortisAlberta distributes this electricity to residential, commercial, and 
industrial customers.  The majority of these customers are located within municipality boundaries, 
and are serviced directly by the respective municipality, who have franchise agreements with 
FortisAlberta.       

In 2006, the Company invested approximately $243 million (before customer contributions) to 
improve service reliability and to meet new load growth. It is interesting to note that FortisAlberta 
invested approximately $116 million in projects related to customer growth resulting from oil and 
gas industry activity, as well as the residential housing boom.  In aggregate, FortisAlberta has 
increased its rate base by approximately from $611 million from the time it was acquired by Fortis 
in 2004 to approximately $939 million today.   

Chart 10: FortisAlberta Capex 
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FortisAlberta is regulated by the Alberta Energy and Utilities` Board, with its distribution assets 
regulated on a cost-of-service basis.  Rates are set to cover FortisAlberta’s distribution costs and to 
allow for an approved rate of return on a deemed specified capital structure. This results in 
FortisAlberta being effectively insulated from volatility in electricity prices.  FortisAlberta’s 
regulated capital structure is set at 37% equity, and its allowed ROE for 2006 was 8.93%; 
however, due to the impact of lower long-term Canadian bond yields on the automatic adjustment 
formula, the Company’s allowed ROE for 2007 has been reduced to 8.51%.   

3. FortisBC 
FortisBC is an integrated electric utility, which owns and operates hydroelectric generating plants, 
high voltage transmission lines, and distribution assets located in the southern interior of British 
Columbia.  FortisBC also owns both regulated and non-regulated assets.  As we discussed above, 
Fortis acquired FortisBC, as well as FortisAlberta, from Aquila Inc. in 2004.   

Similar to FortisAlberta, Fortis has successfully integrated FortisBC into its portfolio of utilities 
and improved its operational efficiency. 

Chart 11: FortisBC’s Operating Performance Before and After Fortis Acquisition 
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In contrast to FortisAlberta, whose customer base is primarily in rural areas, the majority of 
FortisBC’s customer base is primarily located in urban centres.  FortisBC serves, both directly and 
indirectly, 152,000 residential, commercial, wholesale, and industrial customers.  Residential 
Service is the Company’s largest customer base, accounting for 41.6% of revenues and 36.8% of 
electrical sales in 2006.  This customer category represents the lower risk of the four categories.  

FortisBC serves approximately 102,000 customers in Kelowna, Oliver, Osoyoos, Trail, Castlegar, 
Creston and Rossland.  It serves another 50,000 customers through the wholesale supply of power 
to municipal distributors in Summerland, Penticton, Kelowna, Grand Forks, and Nelson. As the 
table below illustrates, these areas have experienced an aggregate population growth level in 
excess of British Columbia and the Country as a whole.  
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Table 3: Communities Serviced by FortisBC 
2006 2001 Change Private 

Dwellings

Kelowna 1 162,276 147,739 9.8% 71,889
Osoyoos 4,752 4,295 10.6% 2,717
Trail 7,237 7,575 -4.5% 3,764
Castlegar 7,259 7,585 -4.3% 3,225
Princeton 2,677 2,610 2.6% 1,366
Rossland 3,278 3,646 -10.1% 1,656
Summerland 10,828 10,723 1.0% 4,726
Penticton 31,909 30,985 3.0% 15,271
Grand Forks 4,036 4,054 -0.4% 1,862
Nelson 9,258 9,318 -0.6% 4,427

 Group Total   243,510 228,530 7.1% 110,903

British Columbia 4,113,487 3,907,738 5.3% 1,788,474
Canada 31,612,897 30,007,094 5.4%  

1 Population for the metropolitan area 
Source: Statistics Canada 

Implications of British Columbia’s population growth are greater for FortisBC than the above table 
implies, as the Kelowna area accounts for approximately 66% of private dwellings in this area (see 
Chart below), and has experienced an impressive 9.8% growth in population since 2001.   

Chart 12: FortisBC Population Breakdown by Operating Region 
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In addition to FortisBC’s contribution to Fortis’ overall future organic growth from an increasing 
population base, the subsidiary is also in the process of investing to improve the reliability of the 
utility.  In aggregate, FortisBC expects to spend approximately $500 million in capex over the next 
five years.  FortisBC has an approved capital expenditure program for 2007 of $135.8 million, 
before customer contributions of $7.2 million, and $119.6 million, before customer contributions 
of $8.0 million, for 2008 

FortisBC’s generating assets are comprised of four hydroelectric generating plants with an 
aggregate capacity of 235 megawatts (MW).  This provides approximately 45% of the energy and 
30% of FortisBC’s capacity requirements.  The balance of its requirements is satisfied through 
long-term power purchase agreements, and requirement short-falls, when they occur, are fulfilled 
through short-term power purchases.  Such short-falls typically occur in the winter and summer 
peak demand periods, when energy prices hit cyclical highs.  These costs are recovered through 



Fortis Inc. – Initiating Coverage                                                                                 May 30, 2007 

Beacon Securities Ltd.                                                                   15                                                                                  Ken Chernin, MBA 
                                                                                                                                                                                                902.425.6654 
                                                                                                                               kchernin@beaconsecurities.ca 
 

customer rates, and FortisBC typically hedges potential exposure to volatility in hydro prices by 
power purchase contracts prior to the winter months. 

FortisBC is regulated by the BCUC under a performance-based framework (PBR).  Under this 
structure, FortisBC’s cost efficiencies/inefficiencies are shared equally between FortisBC and its 
customers.  This is executed by way of a 2% collar around the pre-determined ROE, and any 
amounts equal to or less than the 2% are split.  Therefore, in the event there is a positive variance 
between the actual financial performance and the allowable rate, both FortisBC and its customers 
benefit.   However, the same scenario holds if there is a negative variance.  In the event that the 
variance exceeds the 2% collar, the excess is placed into a deferral account for review and 
disposition during the next rate-setting period. 

4. Newfoundland Power  
Fortis owns 100% of Newfoundland Power’s common shares, and 93.7% of the Company’s voting 
rights.  Newfoundland Power owns and operates an integrated generation, transmission, and 
distribution system throughout Newfoundland and Labrador.   The Company has approximately 
230,000 customers in more than 600 communities, which represents 85% of Province’s electricity 
consumers.   

Approximately 85% of Newfoundland Power’s customer base is residential, with the balance being 
commercial.  Residential customers account for approximately 58% of revenues.  Newfoundland 
Power is not a significant catalyst for Fortis’ future growth.  In fact, Newfoundland’s population 
has experienced a 0.47% CAGR over the last four years.  In spite of this, electricity sales have 
experienced a modest CAGR of 1.2% for the past four years, which has been driven equally by 
both commercial and residential customers.   

Chart 13: Newfoundland Power Annual Electricity Sales 
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Over the past five years, residential electricity sales have slightly outpaced those of commercial, 
with an average annual growth rate of 1.4% versus commercial with 1.3%.  During this period, 
residential electricity sales, as a percentage of total electricity sales, have remained consistent at 
54.7%.  The moderate growth in residential electricity sales has been attributed to many factors, 
including relatively weak growth in personal disposable income and higher electricity prices which 
have caused the customer base to conserve electricity usage.  These factors have been partially 
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offset by a strong housing market and higher oil prices.  Commercial electricity sales growth has 
lagged that of residential electricity sales, and has generated growth from the ongoing development 
of Newfoundland’s oil industry.  

Newfoundland Power purchases approximately 90% of its electricity requirements from 
Newfoundland and Labrador Hydro (Crown Corporation).   The remaining 10% is generated by 30 
small generating stations which are owned by Newfoundland Power.  

Newfoundland Power, as well as Newfoundland and Labrador Hydro, is regulated by 
Newfoundland and Labrador Board of Commissioners of Public Utilities (PUB).  Newfoundland 
Power operates under a cost of service regulation, which allows the Company to set rates that 
permit it to recover all reasonable and prudent costs associated with providing service and earn a 
reasonable rate of return on its rate base.  The regulated return on equity for 2007 is 8.60% (down 
from 9.24% in 2006), which equates to a rate of return on rate base of 8.47%, with a range of 
8.29% to 8.65%.   The Company’s equity component of its capital structure must not exceed 45%.  
The rate of return is adjusted annually, and based on an automatically adjusted formula that is 
based on Canadian 30-year bond yields.  Although the use of this formula stream-lines the rate-
setting process, the exposure to interest rates makes the Company’s earnings susceptible to greater 
volatility.   

5. Maritime Electric 
Maritime Electric is located on Prince Edward Island and serves 71,000 customers, which 
represents 90% of the Province’s electricity consumers.  Maritime Electric is involved in 
electricity generation, transmission, and distribution, although it purchases more than 95% of its 
energy requirement from New Brunswick Power.  The remaining electricity requirement is met by 
the Company’s generation facilities and the purchase of wind energy.  Revenues are evenly split 
between residential and commercial customers, although commercial and industrial customers 
account for almost 60% of electricity sales.  

Maritime Electric is regulated on a cost of service basis, where the utility’s basic electricity rates 
are based on estimated cost of service and allow for a predetermined rate of return on an approved 
rate base.  Maritime Electric’s maximum allowed ROE for 2007 is 10.25%, and common equity 
must be at least 40% of the utility’s capital structure.   
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6. FortisOntario 
FortisOntario consists of both regulated and non-regulated assets.  Regulated assets are comprised 
of Canadian Niagara Power and Cornwall Electric. 

Table 4: FortisOntario Regulated Utilities 

Subsidiary Service Area # of 
Customers

2006 
Revenue  

(%)

2006    
GWh Sales 

(%)
Canadian Niagara Power Fort Erie 15,400 24.0% 24.7%

Port Colborne 9,200 15.0% 16.9%
Gananoque 3,600 6.3% 6.5%

Sub-Total 28,200 45.3% 48.1%
Cornwall Electric Cornwall 23,400 54.7% 51.9%

Total 51,600 100% 100%  
Source: Company reports 

FortisOntario participates in electricity transmission and distribution through its wholly-owned 
subsidiaries, Canadian Niagara Power and Cornwall Electric.   
 

 Canadian Niagara Power Inc.: Transmits and distributes electricity to customers in Fort 
Erie, Port Colborne, and Gananoque.  It also owns and operates a transmission network that 
extends from Niagara Falls, Ontario through to Fort Erie connecting with National Grid's 
transmission system in Buffalo, New York through an international inter-tie running 
between Fort Erie and Buffalo. 

 
 Cornwall Electric: Provides utility services to Cornwall, South Glengarry, South 

Stormont, and the Ontario portion of the Mohawk Territory of Akwesasne.   
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Caribbean Regulated Utilities 

Fortis first entered the Caribbean in 1999 when it purchased 67% of Belize Electricity.   Fortis now 
has ownership in three utilities in the Caribbean: Belize Electricity (70.1% ownership), Caribbean 
Utilities (54% ownership), and Fortis Turks and Caicos (100% ownership). Although these assets 
have yielded strong returns, Fortis’ primary focus for future growth is on North America.  

7. Belize Electricity 
Belize Electric is the primary distributor of electricity in Belize, Central America and serves more 
than 71,000 customers.  Fortis has a 70.1% controlling interest in Belize Electricity.  It acquires its 
electricity from multiple sources, including Fortis wholly-owned subsidiary, Belize Electric 
Company Limited (“BECOL”), Comisión Federal de Electricidad, as well as from its own diesel-
fired and gas-turbine generation.   Belize Electricity has experienced annual energy demand 
growth of approximately 3% to 7% over the past three years. 

Belize Electricity is regulated by the Public Utilities Commission. The basic electricity rates are 
determined by value-added delivery (“VAD”), and cost of fuel and purchased power (“COP”).  
The VAD component permits the Company to recover operating expenses, transmission and 
distribution expenses, taxes, amortization and earn a rate of return on regulated asset base in the 
range of 10.0% to 15.0%.  The COP includes the variable cost of generation, which is a flow-
through in customer rates.  

8. Caribbean Utilities 
Caribbean Utilities (CUP.U-TSX; Not Rated) is a publicly traded utility located on Grand Cayman, 
Cayman Islands.  It generates, transmits, and distributes electricity to more than 22,000 customers.  
Fortis recently became the controlling shareholder of Caribbean Utilities after increasing its 
ownership to approximately 54%.  As a result, Fortis is consolidating Caribbean Utilities’ financial 
statements on a two two-month lag basis.  Caribbean Utilities anticipates capital expenditures of 
approximately US$33 million in fiscal 2008, and US$190 million over the next five years, which is 
expected to be fuelled by customer growth. 

Caribbean Utilities operates under a 25-year exclusive licence with the Government of the Cayman 
Islands, which expires in 2011, or until replaced with a new license by mutual agreement.  The 
utility is entitled to earn a 15% rate of return on its rate base.   

9. Fortis Turks and Caicos 
Fortis Turks and Caicos consists of two electric utilities acquired in 2006: (1) P.P.C. Limited, and 
(2) Atlantic Equipment & Power (Turks and Caicos) Ltd. for aggregate consideration of 
approximately US$90 million.  Fortis Turks and Caicos is the primary electricity distributor in the 
Turks and Caicos Islands pursuant to 50-year licences that expire in 2036 and 2037.  The utility 
serves approximately 7,700 customers, which represents approximately 80% of the electricity 
customers in the Turks and Caicos Islands.   

During 2006, residential customers accounted for 36.6% of revenues and 33.6% of electricity 
sales, while commercial customers account for 62.2% of revenues and 65.2% of electricity sales.  
This utility has experienced considerable growth, which has been on the back of tourism and 
condominium and hotel development.  In fact, energy sales on Providenciales, where the majority 
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(approximately 75%) of customers reside, have increased, on average, 15% annually for the last 12 
years. In addition to growth resulting from tourism, utility sales in 2006 increased because of a 
high level of government-funded public works initiatives.  The Company has a combined diesel-
fired generating capacity of approximately 37 MW and met a combined peak demand of 25 MW in 
2006.  The Government of Turks and Caicos is the regulator for Fortis Turks and Caicos, and rates 
are set to yield a 17.5% return on a calculated rate base.   

NON-REGULATED BUSINESSES 
Fortis’ non-regulated assets, which primarily consist of non-core properties and electric hydro 
generation facilities, accounted for approximately 14% of the Company’s total assets as at 
December 31, 2006, and approximately 25% of total operating earnings during 2006.   As the table 
below illustrates, the non-regulated segments do not account for a significant proportion of total 
assets, but did generate approximately 16% of total revenues in 2006.     

Table 5: Fortis Non-Regulated Assets as a Percentage of Company Total 
(Excluding Corporate and including Inter-segment)

Generation 2005 2006
Total Revenue 5% 5%
Operating Earnings 18% 15%
Total Assets 6% 5%

Properties
Total Revenue 11% 11%
Operating Earnings 8% 10%
Total Assets 9% 9%

 
Source: Company reports 

10. Fortis Generation 
Fortis Generation consists of non-regulated generation assets in Belize, Ontario, central 
Newfoundland, British Columbia, and upper New York state.   In aggregate, these assets have a 
generating capacity of 195 MW.  Approximately 190 MW, or 97.4%, of this capacity is 
hydroelectric generation.  

Belize: BECOL owns and operates the 25 MW Mollejon and 7 MW Chalillo hydroelectric 
facilities, located on the Macal River in Belize.  BECOL sells its entire output to Belize Electricity 
under a 50-year power purchase agreement.   

Ontario: Non-regulated operations in Ontario include 75 MW of water-right entitlement associated 
with the Niagara Exchange Agreement, a 5 MW gas-fired cogeneration plant in Cornwall and six 
small hydroelectric generating stations in eastern Ontario with a combined capacity of 8 MW.  
With the exception of the cogeneration plant in Cornwall, the electricity produced from these 
facilities is sold in the Ontario market. 

Central Newfoundland: Fortis indirectly holds a 51% interest in the Exploits River Hydro 
Partnership with Abitibi-Consolidated Company of Canada (A-TSX; Not Rated).  The Exploits 
River Hydro Partnership achieved record annual energy sales of 168 GWh in 2006.  Abitibi-
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Consolidated uses generation, and additional produced energy is sold to Newfoundland Hydro 
under a 30-year power purchase agreement. 

British Columbia:  Fortis’ non-regulated generating asset in British Columbia is a 16-MW run-of-
river Walden hydroelectric generating plant near Lillooet, which was acquired in May 2004 as part 
of the assets of FortisBC.  The plant sells its entire output to BC Hydro under a long-term contract.   

Upper New York State: Fortis owns four non-regulated hydroelectric generating stations located in 
upper New York State   These plants have an aggregate capacity of approximately 23 MW, with an 
average annual energy output of 85 GWh that is sold at wholesale through contracts. 

11. Fortis Properties 
Fortis Properties owns and operates 18 hotels, consisting of approximately 3,200 rooms, in seven 
Canadian provinces.  In addition, Fortis Properties owns 2.7 million square feet of commercial real 
estate in Atlantic Canada.  Revenue per Available Room in 2006 increased from $70.95 in 2005 to 
$72.67, which was on the back of increases in both average occupancy and average daily room 
rates.   

The 2006 occupancy rate in the real estate division of 94.9% at December 31, 2006 declined 100 
basis points from December 31, 2005, but still outpaced the national rate of 92.3%.   

Table 6: Hotels Owned by Fortis Properties 
 Hotels   Location   # of Guest 

Rooms  
 Delta St. John’s   St. John’s, NL  403
 Holiday Inn St. John's   St. John’s, NL  252
 Mount Peyton   Grand Falls-Windsor, NL  150
 Greenwood Inn Corner Brook   Corner Brook, NL  102
 Four Points by Sheraton Halifax   Halifax, NS  177
 Delta Sydney   Sydney, NS  152
 Delta Brunswick   Saint John, NB  254
 Holiday Inn Kitchener-Waterloo   Kitchener-Waterloo, ON  183
 Holiday Inn Peterborough   Peterborough, ON  153
 Holiday Inn Sarnia   Point Edward, ON  217
 Holiday Inn Cambridge   Cambridge, ON  143
 Greenwood Inn Calgary   Calgary, AB  210
 Greenwood Inn Edmonton   Edmonton, AB  224
 Greenwood Inn Winnipeg   Winnipeg, MB  213
 Ramada Hotel and Suites Lethbridge   Lethbridge, AB  119
 Holiday Inn Express and Suites Medicine Hat   Medicine Hat, AB  93
 Best Western Medicine Hat   Medicine Hat, AB  122
 Holiday Inn Express Kelowna   Kelowna, BC  120

Total 3,287  
Source: Company reports 

Table 7: Office and Retail Properties Owned by Fortis Properties 

 Property   Location   Type of Property  
Gross Lease 
Area Square 

feet (000’s)  

 Fort William Building   St. John’s, NL   Office  188
 Cabot Place I   St. John’s, NL   Office  133
 TD Place   St. John’s, NL   Office  93
 Fortis Building   St. John’s, NL   Office  82
 Multiple Office   St. John’s, NL   Office and Retail  70
 Millbrook Mall   Corner Brook, NL   Retail  122
 Fraser Mall   Gander, NL   Retail  102
 Marystown Mall   Marystown, NL   Retail  87
 Fortis Tower   Corner Brook, NL   Office  70
 Viking Mall   St. Anthony, NL   Retail  69
 Maritime Centre   Halifax, NS   Office and Retail  562
 Brunswick Square   Saint John, NB   Office and Retail  512
 Kings Place   Fredericton, NB   Office and Retail  292
 Blue Cross Centre   Moncton, NB   Office and Retail  323

 Total 2,705  
Source: Company reports 
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The investment in non-core properties was originally made in order to capitalize on tax 
credits that arose from acquisition.  For the most part, a utility can only recover interest 
expenses from debt used to finance an acquisition equal-to or less-than the allowable proportion of 
the book value of the purchased assets.  However, this interest provides a tax shield if it can be 
applied to revenues.  Investing in properties has provided such a revenue stream.   

Financials and Past Performance 

Fortis has exhibited outstanding growth in its assets, revenues, and net earnings over its operating 
history, which has supported its significant dividend growth over the same period.  Since 1999, 
Fortis has increased its utility capital assets and income producing properties by a CAGR of 
50.7%, while increasing its revenue and net income by a CAGR of 16.5% and 26.0%, respectively, 
over the same period.   

Chart 14: Fortis Sales, Net Income, and Fixed Assets Growth 
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Source: Company reports 

Over this period, Fortis has increased its dividends (declared) by 48.0%, with a CAGR of 5.8%.  
The growth in dividends has been on the back of higher earnings fuelled by acquisition.  In fact, 
during this period, Fortis’ dividend payout ratio has declined by 41.6 percentage points to 47.2%.  
The decline in dividends as a percentage of earnings has, as one would expect, been the result of 
using a proportion of internally generated funds to finance its aggressive acquisition strategy.   
Obviously, from the Company’s past performance, this was a good use of these funds.  
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Chart 15: Fortis Dividends Paid per Common Share Growth 
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Source: Company reports 

Chart 16: Fortis Inc. Dividend Pay-out Ratio 
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Although investors seeking exposure to utilities typically prefer relatively higher dividend payout 
ratios, it is interesting to note that even though Fortis has retained a higher percentage of its 
earnings, it has still been able to increase dividends on the back of higher dollar earnings, which 
has been driven by accretive acquisitions and an improving profit margin.  
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Chart 17: Earnings Growth and Profit Margin  
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Source: Company reports 

In addition, Fortis’ ownership of non-regulated utilities and income producing properties, has also 
benefited the Company’s earning profile.  

Outlook and Financial Forecast 

We are expecting Fortis to generate fiscal 2007 and 2008 EPS of $1.47 and $1.60, respectively.  
For regulated utilities, our fiscal 2007 and 2008 estimates are based on respective allowed ROEs, 
approved capital expenditures.  

With bond yields on the decline, there is potential for Fortis’ earnings growth to stall over the next 
year.  This is because Fortis’ regulated utilities are governed under cost recovery regulations, 
where they are permitted to earn a pre-determined ROE on a specified equity proportion.  The 
majority of Fortis’ regulated utilities, which include FortisAlberta, FortisBC, and Newfoundland 
Power, allowable ROEs are tied to the Canadian long-term bond yield, and the recent decline in 
bond yields has resulted in a reduction in the ROEs for these utilities.  In fact, the allowable ROE 
for FortisAlberta, FortisBC, and Newfoundland Power have decreased by an average 50 basis 
points, as illustrated in the table below. 

Table 8: Change in Allowed Return on Common Equity 
FortisAlberta FortisBC Newfoundland 

Power Average Change

Previous 8.93% 9.20% 9.24% 9.12%

Current 8.51% 8.77% 8.60% 8.63%
49.7 bps

 
Source: Company reports 

The average 50 basis point decline in allowed ROEs has considerable potential to adversely impact 
Fortis’ trend in growing earnings, as these three utilities accounted for 78% of the Canadian 
Regulated Utilities 2006 revenues and 88% of net earnings.  That being said, the decline in 
allowable ROEs will likely be offset by the planned capex for 2007 which will increase the rate 
base.   
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Chart 18: Fiscal 2007 Forecasted Capital Expenditures (Millions) 
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While Newfoundland Power does have a modest 2007 capex budget of $66.0 million, it will be 
primarily allocated towards equipment replacement and electricity system betterment.  In contrast, 
FortisAlberta and FortisBC have considerable capital expenditure budgets for customer growth, in 
addition to capital expenditures pertaining to asset replacement/upgrade.  This is the result of 
exceptional growth in both population and GDP, which have outpaced the national rates.  In fact, 
Alberta and British Columbia in aggregate, account for approximately 81% Canadian Regulated 
Utilities forecasted capital expenditures for 2007.   

Fortis’ exposure to these two high growth markets is compounded with the acquisition of Terasen 
Gas.  As discussed in the sections above, natural gas distribution is likely to experience healthy 
penetration rates in British Columbia, as it is largely driven by British Columbia’s GDP and 
population growth rates.  However, the trend of contractors installing electricity as opposed to 
natural gas in multi-family units does present a hindrance.  But more importantly, the Terasen 
acquisition opens two unique opportunities for Fortis.  The first being a strong and established 
foothold in natural gas distribution, which is a new catalyst for growth.  The second is the 
opportunity to capitalize on cost-sharing that result from operating two utilities that are governed 
by the same regulatory body. 

Over the next five years, we believe that earnings growth can be driven by the Company’s 
anticipated capex of approximately $2.8 billion.  We contend that capex of this magnitude is equal 
to purchasing a $2.8 billion utility, and that even if Fortis does not pursue another acquisition over 
this period, its rate base will expand as if it had.  Furthermore, given the nature of the industry, this 
capex provides the potential for growth for the Company even in the event of economic 
downturns.   
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Valuation and Recommendation 

Fortis shares are currently trading at 19.2x on our fiscal 2007 EPS estimate of $1.44, and 17.9x on 
fiscal 2008 estimate of $1.55.  Since the Terasen transaction closed on May 17, 2007, the fiscal 
2008 EPS estimate is more relevant from an earnings multiple perspective, as it includes Terasen’s 
contribution for a full year. As illustrated in the chart below, Fortis’ shares have consistently 
commanded a higher multiple since 2002.    

Chart 19: Fortis Inc. Historical CFY P/E Multiple 
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Since Fortis announced the Terasen acquisition on February 26, 2007, its shares have traded at an 
average of 19.5x on fiscal 2007 EPS, and 18.2x on fiscal 2008 EPS.  Before the announcement, 
Fortis stock traded at an average multiple of 19.0x on fiscal 2007 EPS, and 18.3x on fiscal 2008 
EPS.  Surprisingly, the Terasen acquisition has not managed to expand Fortis’ current fiscal year 
earnings multiple.  Although the stock has recovered nicely following the issue of 38.5 million 
subscription receipts (plus approximately 5.8 million in over-allotment) at $26.00 (each receipt 
equalling one common share), its earning multiple has remained virtually flat.    

This is despite the fact that, through the acquisition of Terasen, Fortis has purchased a 
shinny new vehicle for future growth.  What’s more is that this acquisition is very appealing 
from a risk perspective.  Terasen is a high quality, well run asset.  It is regulated by the 
BCUC, the same regulatory agency that governs FortisBC, and natural gas distribution is 
probably the most similar utility to electricity distribution.  Furthermore, with Terasen, 92% 
of Fortis’ total assets will be regulated utilities versus 86% pre-Terasen.  This reduces the 
Company’s overall risk profile significantly.   

We must also keep in mind that Fortis’ operational history and strong relationships with regulators 
amplifies the Company’s potential for expansion into the U.S. in natural gas distribution.   We 
believe that these factors give Fortis a competitive advantage over potential competing bidders for 
these assets.   With these factors in mind, we believe that Fortis’ shares should trade at a premium 
multiple relative to their historic and current levels.    

We are assigning a 21.0x target multiple, which, when applied to our fiscal 2008 EPS estimate of 
$1.60, yields a 12-month target price of $32.00.  We are expecting Fortis to increase its dividend 
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by 10% to $0.77 later this year.  Our target indicated dividend yield is 2.9%, which is consistent 
with the average for the past three years.   

Chart 20: Fortis Inc. Historical Dividend Yield 
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Although there is potential for the yield to decline from price appreciation due to the flow of 
capital into non-cyclical stocks in the event that the Canadian markets, eventually, experience a 
decline, we have not built any such assumptions into our valuation.  Our target yield of 2.9% 
coupled with of fiscal 2007 dividend estimate of $0.75 generates a target price of $27.00.   

We believe that the target price based on earnings multiple should carry greater weight, given the 
reduction in volatility that we expect Fortis’ earnings to display resulting from a higher proportion 
of regulated utilities within its portfolio.  Our 12-month target price is $32.00.  Including the 
Company’s annualized dividend of $0.77, we are looking for a total return of 14%. We are 
initiating coverage on Fortis with a BUY rating. 
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IDACORP, Inc. $31.87 $1,402 $2,545 3.8% 16.6x 14.6x 14.0x 13.4x 8.6x 8.0x 11.9x 8.7x 1.2x

NorthWestern Corp. $32.69 $1,174 $1,919 3.8% na na 34.1x 30.6x na na 11.3x 10.0x 1.6x

Portland General Electric Company $28.83 $1,802 $2,874 2.3% 15.9x 15.4x 13.7x 25.3x 6.4x 6.0x 7.4x 7.6x 1.4x

Puget Energy, Inc. $25.20 $2,945 $6,018 4.0% 15.7x 14.9x 16.9x 17.5x 7.7x 7.4x 9.8x 8.8x 1.4x

Cascade Natural Gas Corp. $26.34 $303 $468 3.6% 22.0x 21.1x 27.2x 24.2x 9.2x 9.1x 11.2x 7.7x 2.4x

Northwest Natural Gas $50.25 $1,356 $1,997 2.7% 19.4x 19.7x 19.6x 21.9x 9.9x 8.9x 12.8x 9.9x 2.2x

U.S. Average:   17.7x 16.7x 20.9x 21.2x 8.3x 7.9x 10.6x 8.7x 1.6x

* Pricing date: 29-May-07 Group Average:    18.8x 17.5x 20.9x 20.9x 9.2x 8.5x 11.2x 10.3x 1.9x
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  Canada

Fortis Inc. 11.3% 12.5% 10.7% 7.3% 6.7% 6.3% 1.7x 1.7x 1.9x 5.7x 5.0x 4.3x 5.3x

Enbridge Inc. 13.2% 11.9% 15.2% 6.0% 5.5% 5.1% 1.6x 1.6x 1.5x 5.6x 4.9x 4.8x 4.1x

Emera Inc. 8.4% 8.4% 8.9% 7.5% 7.6% 8.4% 0.9x 1.0x 1.0x 3.6x 2.9x 3.6x 3.1x

CDN Average  11.0% 10.9% 11.6% 6.9% 6.6% 6.6% 1.4x 1.4x 1.5x 4.9x 4.3x 4.2x 4.2x

  U.S.

Avista Corp. 8.7% 5.9% 4.6% 6.0% 4.1% 4.2% 1.3x 1.6x 1.5x 4.7x 4.1x 5.1x 5.1x

IDACORP, Inc. 9.3% 8.4% 7.6% 6.6% 6.1% 8.5% 1.0x 1.0x 1.1x 5.4x 3.9x 3.8x 4.9x

NorthWestern Corp. 5.1% 8.5% 879.1% 3.9% 6.0% 15.7% 1.0x 1.0x 1.2x 4.4x 3.9x 3.2x 3.7x

Portland General Electric Compa 5.9% 5.2% 7.5% 4.0% 4.8% 6.2% 0.9x 0.6x 0.6x 2.8x 2.8x 1.9x 1.6x

Puget Energy, Inc. 8.1% 8.0% 7.6% 5.1% 5.5% 5.5% 1.5x 1.2x 1.5x 5.0x 4.5x 4.0x 3.9x

Cascade Natural Gas Corp. 10.4% NA 11.5% 6.2% 5.4% 7.2% 1.3x 1.6x 1.5x 4.0x 2.7x 4.2x 3.5x

Northwest Natural Gas 10.7% 10.1% 9.4% 7.0% 6.6% 6.2% 1.1x 1.1x 1.0x 4.1x 3.2x 3.4x 3.6x

US Average  8.3% 7.7% 1.3x 5.5% 5.5% 0.1x 1.2x 1.2x 1.2x 4.3x 3.6x 3.7x 3.8x

Group Average 9.6% 9.3% 0.7x 6.2% 6.0% 0.1x 1.3x 1.3x 1.3x 4.6x 3.9x 3.9x 4.0x
* Pricing date: 29-May-07
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Summary 
• We are re-initiating coverage of Fortis with a BUY rating 

and 12-month target price of $31.00  Our target equates to 
19.7x 2009E earnings and 10.5x 2009E EV/ EBITDA. 

 

• Fortis is Canada’s largest investor-owned distribution utility, 
with almost two million gas and electricity customers. The 
Company’s Regulated Utilities segment contributes to 
achieving a low risk organization, with Regulated Utilities’ 
assets representing 92% of total assets.   

 

• The Fortis assets are well positioned for future growth 
opportunities, both organically and through acquisitions. 
The Company’s previous acquisitions in Western Canada 
and the Caribbean have provided the opportunity for strong 
growth rates in those regions. We expect organic growth to 
occur largely through the Company’s electrical infrastruc-
ture, particularly from FortisBC and FortisAlberta. The 
Terasen Gas acquisition provides Fortis with the experience 
and expertise necessary to further grow in the regulated natu-
ral gas utility business. We expect future regulated gas utility 
acquisitions from Fortis.  

 

• Fortis is the only public company in Canada that has in-
creased its annual dividend for 35 consecutive years. With 
sustainable dividend growth, continuous investment in 
rate base, and stable earnings, we view this blue-chip 
company as a lower risk investment for investors looking 
for a defensive stock during this time of economic uncer-
tainty.  

F O R T I S  I N C .       

FTS-TSX 
March 24, 2008 

Stock Rating: BUY 
    Target Price: $31.00 

Closing Price (03/20/08): $26.66 
52 Week Range: $24.50-$29.89 

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with almost two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates non-
regulated generation assets and commercial real 
estate and hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

Change in EPS Forecasts 
New Estimates 

Re-Initiating Coverage: A Charged Up Dividend Growth Story 

(C$ Millions except per share data, December Year End)

2007A 2008E 2009E

EPS (basic) $1.40 $1.57 $1.61
EPS (fd) $1.32 $1.53 $1.57
CFPS (basic) $3.56 $3.66 $3.80

P/E (fd) 20.2 x 17.4 x 17.0 x
P/CF 7.5 x 7.3 x 7.0 x

Shares O/S (basic) 156.6
Shares O/S (fd) 170.6
Mkt. Cap. $4,548.20
Net Debt/Total Cap. 66.8%
BVPS $16.58
Price/Book Value 1.6 x
Dividend $1.00
Dividend Yield 3.8%
ROE 10.0%

Fortis Inc. 
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Investment Thesis 
 
We are re-initiating coverage of Fortis with a BUY rating and 12-month target price of 
$31.00.  Our valuation is based on analysis of P/E and EV/EBITDA multiples and our dividend 
discount model. Our target equates to 19.7x 2009E earnings and 10.5x 2009E EV/ EBITDA. 
 
After the acquisition of Terasen, Fortis is Canada’s largest investor-owned distribution utility, 
with almost two million gas and electricity customers. The Company is highly diversified in 
terms of its franchise area and nature of its assets. The Company’s Regulated Utilities segment 
contributes to lowering the overall risk of Fortis, with 92% of total assets in Regulated Utilities. 
The Non-Regulated segment is structured so that it covers the holding company costs of Fortis, 
which cannot be flowed through to the customer.   
 
The Fortis assets are well positioned for future growth opportunities, both organically and 
through acquisitions. The Company’s previous acquisitions in Western Canada and the 
Caribbean have provided the opportunity for strong growth rates in those regions. We expect 
organic growth to occur largely through the Company’s electrical infrastructure, particularly 
FortisBC and FortisAlberta. Significant growth plans are expected over the next five years, with a 
capital budget of $3 billion allocated towards Regulated Electric Utilities and $1 billion allocated 
towards Regulated Gas Utilities. Growth in the Non-Regulated operations will likely be 
proportionate to the increase in corporate financing costs involved in the expansion of the 
Regulated operations.   
 
The Terasen Gas acquisition is expected to be accretive to earnings per common share of Fortis 
in the first full year of ownership. The acquisition has nearly doubled Fortis’ assets. Terasen 
experiences seasonality with its earnings, with Q1 and Q4 contributing the most to annual 
earnings. The Terasen acquisition further lowers the Company’s risk profile and is a good 
fit geographically with Fortis’ electric utilities in Western Canada. The acquisition provides 
Fortis with the experience and expertise necessary to grow in the regulated natural gas 
utility business, and we expect future regulated gas utility acquisitions from the Company.  
 
Fortis is not without its risks, and can be impacted by lower long-term bond yields which could 
result in lower allowed ROEs. Lower bond yields may result in Fortis having to lower the 
rates for certain subsidiaries, thereby hampering earnings.   
 
However, Fortis benefits from an experienced management team, with expertise in growing 
Fortis both organically and through acquisitions. Management has a profound knowledge of all 
facets of the organization. This has been achieved by rotating management through several Fortis 
subsidiaries. Each subsidiary operates as a stand-alone unit, thereby facilitating the relationship 
with each subsidiary and its respective regulator.   
 
Fortis is the only public company in Canada with 35 consecutive years of dividend 
increases. With sustainable dividend growth, continuous investment in rate base, and stable 
earnings, we view this blue-chip company as a lower risk investment for investors looking 
for a defensive stock during this time of economic and market uncertainty. Including 
dividends, there is a potential return of approximately 20% over the next year, which justifies our 
BUY rating.    
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Company Profile 
 
Fortis Inc. is a diversified holding company based out of St. John’s, NL. Fortis is the largest 
investor-owned distribution utility in Canada, with almost two million gas and electricity 
customers. Its main business is the ownership and operation of regulated utilities, with these 
assets representing 92% of total assets. The Regulated Utilities assets are segmented according to 
the nature of the asset, depending on the regulatory requirements, and also according to the 
assets’ franchise area. The Company’s regulated holdings include a natural gas utility in British 
Columbia, where Fortis met a peak day demand of 1,360 TJ in 2007. The electric utilities are 
located in Alberta, British Columbia, Newfoundland, Prince Edward Island, Ontario, Belize, 
Turks and Caicos, and Grand Cayman, and met a peak electricity demand of approximately 5,700 
MW in 2007. In addition, Fortis has Non-Regulated Generation operations in Canada, Upper 
New York State and Belize. Finally, Fortis also owns hotels and commercial real estate across 
Canada.  
 
Chart 1. Breakdown of Fortis’ Assets (Total Value Exceeds $10 Billion) 

49%

43%

3% 5%

Regulated Electric 
Regulated Gas
Non- Regulated Generation
Non- Regulated Fortis Properties  

Source: Company Reports 
 
Fortis is comprised of the following operating segments: Regulated Gas Utilities-Canadian, 
Regulated Electric Utilities-Canadian, Regulated Electric Utilities-Caribbean, Non-Regulated-
Fortis Generation, Non-Regulated-Fortis Properties, and Corporate.  
 
Chart 2. Fortis Organization Chart      

 
*Includes Maritime Electric on Prince Edward Island and FortisOntario 
**Includes Belize Electricity, Caribbean Utilities on Grand Cayman, Cayman Islands and Fortis Turks and Caicos  
Source: Company Reports 
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Regulated Gas Utilities  
 
Fortis entered into the regulated natural gas business with the acquisition of Terasen Inc. in Q2 
2007. Terasen is one of the largest regulated gas utilities in Canada. As this recent acquisition has 
almost doubled the assets of Fortis, we have included a detailed description of Terasen in this 
report.  
 
Terasen Gas  
The Regulated Gas Utilities segment of Fortis is comprised of the natural gas distribution 
companies of British Columbia-based Terasen Inc: Terasen Gas Inc. (TGI), Terasen Gas 
(Vancouver Island) Inc. (TGVI), and Terasen Gas (Whistler) Inc. (TGWI). These businesses are 
collectively known as the Terasen Gas Companies. TGI provides gas distribution services in the 
region spanning from Vancouver to the Fraser Valley, and also interior British Columbia. TGVI 
has a gas distribution and transmission system, which services customers along the Sunshine 
Coast, Victoria, and various other communities on Vancouver Island. TGWI provides propane 
distribution services to the Whistler region. Terasen is the principle natural gas distributor in 
British Columbia, with over 918,000 customers, or 96% gas users in the province.  
 
On May 17, 2007, Fortis acquired Terasen for $3.7 billion, including the assumption of $2.4 
billion in debt. Terasen was formerly a subsidiary of Kinder Morgan Inc. (KMP-NYSE; not 
rated). After the acquisition, 100% of the Terasen management team has been retained. The net 
cash purchase price was largely financed with net proceeds of the public offering of subscription 
receipts, which was completed on March 15, 2007. The Company issued 44,275,000 subscription 
receipts for gross proceeds of approximately $1.15 billion. The remaining portion of the purchase 
price was financed on an interim basis with $125 million from Fortis’ existing credit facility.  
 
An allowed ROE of 8.62% has been approved for TGI for 2008, and a 9.32% rate for TGVI for 
the same period. On March 18, 2008, BC Utilities Commission (BCUC) approved Terasen’s 
requested rate increases for natural gas, but not for propane. With the approval, customers’ 
natural gas rates will increase within a range of 3.5% to 17% effective April 1, 2008, depending 
on the service area. Customers’ propane rates will remain the same. The price of natural gas has 
increased over the winter months on supply pressure, resulting from a colder than normal winter 
in the East, and lower than expected volumes of LNG imports to North America.   
 
Terasen purchases natural gas and propane, and then passes on the cost of the commodity to its 
customers without a mark-up. Terasen then generates earnings by charging for the delivery of 
gas. The utility implements several strategies in order to offer the best possible price to its 
customers. Such strategies include purchasing the commodities through several sources, firming 
a price through futures contracts, purchasing gas for storage when the price is low, and 
purchasing a portion of the gas from the spot market.  
 
Both TGI and TGVI operate according to a cost of service regulation. This allows Terasen to 
charge rates formulated to allow for the collection of revenues equivalent to the cost of service. 
The cost of service includes the total amount of money required to perform a service, such as 
operating and maintenance costs, in addition to a return on invested capital. Terasen also operates 
according to a performance based rate setting (PBR) mechanism, where Terasen’s performance is 
compared against an allowed ROE. When the earned ROE is greater than 200 basis points above 
the allowed ROE for two consecutive years, the PBR mechanism may be reviewed. TGI and its 
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customers share equally in earnings above or below the allowed ROE. TGVI may retain 100% of 
earnings from lower-than-forecasted controllable operating and maintenance expenses, but will 
not be granted any relief from increased operating and maintenance expenses. The BCUC 
permitted TGI and TGVI to extend their PBR mechanisms to 2009.   
 
Earnings from the Terasen Gas Companies are not significantly impacted by changes in 
consumption levels or commodity prices, due to approved regulatory deferral mechanisms from 
the BCUC. These mechanisms accumulate the differences between actual-versus-forecast 
consumption levels and commodity prices, which are then recovered in base rates. Therefore, the 
majority of the changes are flowed through to the customer, providing little or no shareholder 
risk. The presence of fixed price contracts also helps to alleviate the impact of decreases in 
consumption levels. Terasen also has an interest-rate deferral account to protect from interest rate 
fluctuations, which essentially produces the effect of a fixed rate.   
 
On November 15, 2007, TGVI received conditional approval from the BCUC to construct and 
operate a liquefied natural gas storage facility on Vancouver Island. The proposed facility would 
store 1.5 Bcf of LNG. The project is estimated to cost between $175 million and $200 million. 
Construction is expected to begin in April 2008, with the facility expected to come into service in 
late 2011. This facility will be financed at the TGVI level, and will likely require a debt issue. 
Fortis Inc. will put in equity of up to $80 million to finance the project.  
 
Terasen experiences seasonality with its earnings, with Q1 and Q4 contributing to the majority of 
annual earnings, as a substantial portion of the gas distributed is required for space heating. 
Management expects the acquisition to be accretive to earnings per common share in its first full 
year of ownership. We believe the Terasen acquisition is an excellent geographic complement 
with Fortis’ electric utilities in Western Canada. The acquisition provides Fortis with the 
experience and expertise necessary to further grow in the regulated natural gas utility business. 
 
Regulated Electric Utilities-Canadian 
 
The Canadian Regulated Electric Utilities are comprised of the wholly own subsidiaries: 
FortisAlberta, FortisBC, FortisOntario, Maritime Electric in Prince Edward Island, and 
Newfoundland Power. This division serves approximately one million customers. Earnings are 
generally determined under traditional cost of service and rate of return methodologies, resulting 
in earnings from certain subsidiaries being exposed to interest rates changes. Allowed ROE is 
determined for FortisAlberta, FortisBC, and Newfoundland Power using an automatic adjustment 
formula. Lower long-term bond yields could result in lower allowed ROE, due to the impact 
of the lower yields on the Company’s automatic adjustment formula.  
 
FortisAlberta is an electric distribution utility which owns and/or operates 106,000km of 
distribution lines and serves over 448,000 customers. FortisAlberta distributes electricity 
generated by other market participants to customers in the southern and central regions of 
Alberta. On February 13, 2008, FortisAlberta received approval to increase its rates by 6.8% in 
2008 and 7.3% in 2009. An allowed ROE of 8.75% has been approved for FortisAlberta for 
2008, an increase from 8.51% in 2007. Capital expenditures of $264 million are forecast for 
2008, and spending of $296 million is expected in 2009, in order to meet the growth in this 
market and improve the reliability of the system. Capital expenditures are expected to average 
$275 million over the next five years.  
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FortisBC generates and distributes electricity to approximately 154,000 customers in south 
central British Columbia. The Company owns four hydroelectric generating plants with a 
combined capacity of 223 MW and maintains 6,900 km of transmission and distribution lines. 
FortisBC received approval for a 2.9% increase in its 2008 rates and an allowed ROE of 9.02%, 
an increase from 8.77% in 2007. Capital expenditures of $136 million are expected for 2008, 
with on average $130 million expected to be invested annually over the next five years.  
 
Significant rate base growth is planned for Western Canada over the coming years, with a 
rate base of more than $3 billion expected for FortisAlberta and FortisBC combined in 
2012. This is a 58% increase from the 2008 mid-year rate base of $1.9 billion. We expect 
favourable customer growth rates for 2008 and 2009, however, FortisBC’s customer growth rate 
will also depend somewhat on the state of the British Columbia forestry industry. We also expect 
Alberta’s earnings for the next two years to be hindered slightly, as FortisAlberta’s tax benefits 
begin to decrease. However, we expect this will be more than offset by the growth levels 
expected from the region, driven mainly by the oil and gas industry.  

Newfoundland Power operates an integrated generation, transmission and distribution system 
throughout Newfoundland, serving 85% of electricity customers in the province. Newfoundland 
Power purchases approximately 90% of its electricity is approximately from the Crown 
corporation, Newfoundland and Labrador Hydro, and generates much of the remaining electricity 
necessary from its 23 smaller hydroelectric generating stations. Newfoundland Power also owns 
three diesel plants and three gas turbine facilities. Total generation capacity is 139 MW, of which 
96 MW is hydroelectric generation. The Company also maintains approximately 11,000 km of 
transmission and distribution lines and serves approximately 232,000 customers.  

Newfoundland Power has been approved for an average 2.8% increase in rates for 2008 and an 
allowed ROE of 8.95% +/- 50 basis points, up from 8.60% +/- 50 basis points in 2007. The utility 
does not expect to file its next general rate application until 2010 to set rates for 2011. A capital 
budget of $53 million has been approved for 2008, which will be used toward replacing older and 
deteriorated equipment in the system. Newfoundland is not a growing market for Fortis, with rate 
base growth expected at 1% to 2% per year. This business has a purchased power rate structure 
which results in Newfoundland Power paying more on average for each KWh of power in the 
winter months, and less during the summer. Variances from the forecast unit cost of power are 
accumulated in a regulator-approved deferral account. 

The Other Canadian segment is composed of FortisOntario and Maritime Electric. 
FortisOntario is focused on electricity distribution, transmission and generation, serving 
approximately 52,000 customers in Ontario. Allowed ROE at FortisOntario has been 9.0% for the 
past three years. Maritime Electric is the principal electric utility in Prince Edward Island, serving 
approximately 72,000 customers. The Company purchased more than 87% of its required amount 
of electricity from New Brunswick Power in 2007. Maritime Electric has an allowed ROE of 
10% for 2008, down from 10.25% in 2007. Capital expenditures for FortisOntario and Maritime 
Electric for 2008 are $38 million combined, demonstrating the low growth potential from these 
regions.  
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Regulated Electric Utilities-Caribbean 
 
The Caribbean Regulated Electric Utilities are comprised of Fortis Turks and Caicos; Belize 
Electricity, in which Fortis holds a 70.1% interest; and Caribbean Utilities, in which Fortis holds 
approximately 54% controlling interest and is the sole provider of electricity on Grand Cayman, 
Cayman Islands. Fortis Turks and Caicos is the principal distributor of electricity on the Turks 
and Caicos Islands, and serves over 8,700 customers. Fortis Turks and Caicos has a diesel-fired 
generating capacity of 48 MW. Belize Electricity, the principal distributor in Belize, serves 
approximately 73,000 customers and has an installed generating capacity of 36 MW. Caribbean 
Utilities serves over 23,000 customers and has an installed generating capacity of approximately 
137 MW. Capital expenditures of $101 million have been allocated to the Caribbean Regulated 
Electric Utilities for 2008. The ROA approved for the utilities for 2008 ranges from 9% to 
17.5%, depending on the country. Significant growth is expected from this region with annual 
sales growth from Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos expected at 
6%, 8%, and 16%, respectively.  
 
Non-Regulated 
 
Currently, the Non-Regulated assets account for 8% of the total assets of Fortis; this is a lower 
percentage than has occurred in the past due to the Terasen acquisition. We expect Fortis will 
grow its Non-Regulated operations in order to increase this percentage. The Non-Regulated 
businesses generate a source of stable income to cover Fortis holding company expenses, which 
cannot be passed to the customer. This division is expected to continue growing 
proportionally to the increase in corporate financing costs going forward.  
 
Non-Regulated Fortis Generation assets operate in three countries, with a combined capacity of 
195 MW, and are primarily hydroelectric. Generating assets total $235 million.  
 
Table 1. Fortis Generation Capacity  
 Plants Fuel Capacity (MW) 
Belize 2 hydro 32 
Ontario 8 hydro, thermal 88 
Central Newfoundland 2 hydro 36 
British Columbia 1 hydro 16 
Upper New York State 4 hydro 23 
Total  17  195 
Source: Company Reports 
 
Fortis plans to continue to pursue opportunities in the area of non-regulated hydroelectric 
generation. The Company has commenced construction of an 18 MW hydroelectric generating 
facility at Vaca on the Macal River in Belize. This facility is expected to begin operations in late 
2009. This new facility will help to alleviate the impact of the expiration of the 75 MW Rankine 
rights in Ontario, which are expected to expire in April 2009.   
 
According to the National Energy Board of Canada, small hydro has been the largest contributor 
to green power for quite a while. Small hydro facilities can generate electricity efficiently, do not 
depend on fuel prices, and have low operating and maintenance costs.   
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Non-Regulated Fortis Properties owns and operates 19 hotels with more than 3,500 rooms in 
eight Canadian provinces. Some hotel banners of Fortis Properties include: Delta, Holiday Inn, 
and Greenwood Inn. The business division has approximately 2.8 million square feet of 
commercial real estate property, primarily in Atlantic Canada.  

Financials  
 
2007 Results Summary  
Fortis reported year-end results on February 7, 2008, with earnings for 2007 of $193 
million, a 31% increase over 2006, primarily due to the acquisition of Terasen in May. Earnings 
per common share were $1.40 in 2007, down from $1.42 in 2006, in part due to seasonality of 
earnings and common share dilution of approximately $0.07 from the Terasen acquisition.  

Canadian Regulated Utilities earned $125 million in 2007, an 11% increase over 2006, due 
to customer growth in Alberta and British Columbia, higher corporate income tax recoveries at 
FortisAlberta, increased rates at FortisBC, and an after tax gain at FortisOntario.  

Caribbean Regulated Utilities increased earnings 35% year-over-year to $31 million in 
2007, benefiting from the first full year of contributions from Fortis Turks and Caicos, and 
electricity sales growth and lower finance charges at Belize Electricity. Gains were somewhat 
hampered by the impact of unfavorable foreign exchange rates due to the strengthening Canadian 
dollar. Performance from Caribbean Utilities was hindered by a charge associated with the 
disposal of steam turbine assets.  

Earnings from Non-Regulated Fortis Generation slipped 11% to $24 million in 2007, 
hampered by lower hydroelectric production due to lower rainfall amounts. Fortis Properties’ 
earnings were lifted 26% to $24 million, benefiting from expanded hospitality operations in 
Western Canada, and a $4 million corporate tax adjustment in regards to lower future corporate 
income tax rates.   

Gross utility capital expenditures were $790 million in 2007, which included $120 million 
related to Terasen Gas from the date of acquisition. A large portion of the capital spending was 
related to FortisAlberta, as capital spending from the subsidiary was driven by load growth and 
inflation. Of that budget, 46% was spent associated with growth, primarily in the areas of 
Western Canada and the Caribbean.  

The Terasen acquisition resulted in Standard & Poor’s raising Fortis’ unsecured debt 
credit rating to A- from BBB. This upgrade reflects the diversity achieved by the move into 
natural gas distribution. Fortis’ credit rating also benefits from the Company running each 
subsidiary as a stand alone operation, maintaining low levels of debt at the company level, and 
continued growth from the regulated utility operations.  
 
Record Breaking Dividend Growth 
Dividends increased to $0.82 per share in 2007, up from $0.67 per share in 2006. Dividends will 
increase further in 2008, with a quarterly dividend of $0.25 per share beginning in Q1 2008. The 
19% increase in quarterly dividends represents Fortis’s 35th consecutive year of dividend 
growth, a record in Canada. We expect Fortis to continue its dividend growth as the Company 
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continues to grow through acquisitions and organically. With a dividend payout of 58.6% for 
2007, dividend growth is quite sustainable, in our opinion.   
 
Chart 3. Dividend Increases for 35 Consecutive Years.  
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Source: Beacon Securities, Company Reports 
 
As demonstrated in Chart 4, Fortis’ share price has been inversely related to the Government of 
Canada’s 10-year bond yield. Bond rates have shown an overall decline since Q2 2007, on 
concerns of a global economic slowdown. Fortis’ share price has shown an overall inverse 
reaction during this period. Bloomberg consensus estimates forecast a further decline in the 10- 
year bond yield over 2008, before rebounding to expected levels of approximately 4.23% in Q1 
2009.  
 
Chart 4. Inverse Relationship between the Share Price for Fortis and 10-Year Government 

of Canada Bond Yields for 2000-March 19, 2008.  
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Source: Beacon Securities, Bank of Canada, Bloomberg 
 
As demonstrated in Chart 5 below, Fortis’ dividend yield is at a discount to the Government of 
Canada 10-year bond yield. Assuming bond yields do show further declines in 2008, before 
rebounding in the beginning of 2009, we would expect Fortis’ dividend yields to exhibit similar 
movements going forward.   
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Chart 5. Relationship between the Dividend Yield for Fortis and 10-Year Government of 
Canada Bond Yields for 2000-2007.   
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Source: Beacon Securities, Bank of Canada, Bloomberg, Company Reports 
 
As Fortis uses rate of return methodologies for several subsidiaries, lower long-term bond yields 
could impact the automatic adjustment formula used to calculate the allowed ROE for a 
subsidiary. Lower bond yields may result in Fortis having to lower the rates for certain 
subsidiaries, due to a lower allowed ROE, thereby hampering earnings.   
 
Utility Capital Expenditures 
Gross utility capital expenditures for 2008 are forecast at approximately $890 million, with a 
large focus on Western Canada due to the three utilities’ significant growth potential. Increased 
customer demand has resulted in the need for an expansion of infrastructure in those Western 
Canadian segments. Of this budget, approximately 50% is allocated towards growth driven by the 
three Western Canadian subsidiaries, Terasen, FortisAlberta, and FortisBC, and also in the 
Caribbean. The portion of the budget allocated to Newfoundland Power, FortisOntario, and 
Maritime Electric will primarily focus on the maintenance of these companies. We have forecast 
low growth rates for these Eastern Canadian subsidiaries for 2008 and 2009.  
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Chart 6. Comparison of Actual 2007 Gross Utility Capital Expenditures for 2007 to   
Forecast Gross Utility Capital Expenditures for 2008.  
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This budget will be financed through equity injections from the corporate level, cash from 
operations, drawdown on credit facilities, and some debt financing. We expect Fortis will require 
additional financing for its future growth projects over the next five years. Significant capital 
investment will be required over this time, with $3 billion expected to be invested towards its 
electric business and approximately $1 billion allocated towards gas distribution. These expected 
capital expenditures will be largely allocated towards the growth of the Western Canadian 
subsidiaries and the Caribbean.  

Financial Outlook  
 
Earnings Forecast 
Continuing with the growth theme discussed above, we expect the majority of earnings to be 
generated from the Western Canadian subsidiaries and the Caribbean. We have forecast diluted 
EPS of $1.53 for 2008 and $1.57 for 2009, as demonstrated in Table 2 below.  
 
Table 2. Beacon Estimates for 2008 and 2009 
($C Millions except per share data) 2008E 2009E 
EBITDA $999 $1,039 
Net Income $245 $252 
EPS (basic) $1.57 $1.61 
EPS (diluted) $1.53 $1.57 
      
Cash Flow  $574 $596 
CFPS (basic) $3.66 $3.80 

Source: Beacon Securities 
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We expect earnings to be somewhat hampered going forward, due to the increased amount of 
debt acquired by Fortis, largely due to the Terasen acquisition. However, we expect growth in 
Western Canada and the Caribbean will help to alleviate the impact of the higher finance charges.  
 
Table 3. Actual 2007 and Expected 2008 Segmented Earnings 

  
Segmented 
Earnings 

($C Millions) 2007A 2008E 
Terasen Gas Companies $50 $104 
Western Canada $79 $80 
Newfoundland Power $30 $31 
Other Canadian $16 $15 
Caribbean $31 $39 
Fortis Generation  $24 $26 
Fortis Properties $24 $21 
Corporate -$61 -$70 

Net Earnings Applicable to Common Shareholders $193 $245 
Source: Beacon Securities, Company Reports 

Valuation and Recommendation 
 
We are re-initiating coverage of Fortis with a BUY rating and 12-month target price of 
$31.00. Our valuation is based on analysis of P/E and EV/EBITDA multiples and our dividend 
discount model. Our target equates to 19.7x 2009E earnings and 10.5x 2009E EV/ EBITDA. As 
demonstrated in the Appendix of this report, Fortis trades at higher P/E and EV/EBITDA ratios 
than that of its peer group. We believe this is justified considering the stability and lower risk 
profile of this Company.  
 
The Fortis assets are well positioned for future growth opportunities through organic 
growth and acquisitions. We largely expect organic growth to occur through the Company’s 
electrical infrastructure. We expect that Western Canada and the Caribbean will represent the 
main growth areas, and we have forecast regions such as Newfoundland, Prince Edward Island, 
and Ontario to show little to no growth. The Company’s commitment to growth is demonstrated 
through the capital budget of $4 billion over the next five years. This is a significant investment, 
which will allow the Company to meet the growing demand, which largely exists in the Alberta 
and British Columbia markets.  
 
With earnings from Terasen of $52 million in Q4 2007, we expect the Terasen acquisition to be 
accretive to earnings per share of Fortis in its first full year of ownership. Strong Q4 earnings 
from Terasen convey the integration of the acquisition is proceeding well thus far. We expect 
Fortis to acquire additional regulated gas utilities in Canada, in addition to electric utilities. We 
also expect the Company to use acquisitions as means to expand its footprint in the Caribbean, as 
well as the United States.  
 
Fortis’ risk is minimized through its focus on regulated utilities and diversification. With 
sustainable dividend growth, continuous investment in rate base, and stable earnings, we 
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view this blue-chip company as a lower risk investment for investors looking for a defensive 
stock during this time of economic uncertainty.   

Management Team 
 
Fortis is led by Stanley Marshall, President and CEO of Fortis since 1995. Mr. Marshall joined 
Newfoundland Power in 1979. Mr. Marshall serves on the Boards of the Fortis Utilities in 
Western Canada, and the Caribbean and on the Board of Fortis Properties. He is also a Director 
of Toromont Industries. Barry Perry is Vice President, Finance and CFO, and has served in this 
position since 2004. Mr. Perry serves on the Boards of Terasen, Maritime Electric, 
Newfoundland Power and FortisOntario.  
 
Table 4. Fortis Board of Directors 
Director Principal Occupation Board Committees  Shares Owned 
H. Stanley Marshall President & CEO, Fortis Inc.  395,405 
Peter E. Case  Corporate Director Audit 10,500 
Bruce Chafe Chair, Fortis Inc.  Audit, Human Resources, 

Governance and Nominating 
104,321 

Frank Crothers Chairman & CEO, Island 
Corporate Holdings Limited 

 10,000 

Geoffrey F. Hyland Corporate Director Human Resources 32,000 
Linda L. Inkpen Medical Practitioner Governance and Nominating 25,115 
John S. McCallum Professor of Finance, 

University of Manitoba  
Audit, Governance and Nominating 4,000 

Harry McWatters President, Sumac Ridge 
Estate Wine Group 

Governance and Nominating 100 

David G. Norris Corporate Director Audit, Human Resources 5,679 
Michael A. Pavey Corporate Director Human Resources 2,000 
Roy P. Rideout Corporate Director Human Resources, Governance and 

Nominating 
31,516 

Source: SEDI, Company Reports 

Key Risks 
 
• Integration Risk – The acquisition of Terasen has resulted in Fortis nearly doubling its asset 

size. Difficultly with the integration of Terasen could hinder future earnings.  
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
• International Risk – With operations in Belize, the Cayman Islands and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues.  

• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 
yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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Appendix – Peer Comparables 
 

Company 
Last 
Price 

Shares 
O/S 

Market 
Cap. EV DPS Div Yield BVPS P/BV 

     (Million)  ($ Million) ($ Million)          
Canadian Utilities Ltd. $39.81 125.29 $4,987.98 $8,016.42 $1.33 3.3% $20.13 2.0 x 
Emera Inc. $19.80 111.56 $2,208.89 $4,267.04 $0.95 4.8% $11.46 1.7 x 
Enbridge Inc. $40.17 368.69 $14,810.32 $25,862.97 $1.32 3.3% $13.98 2.9 x 
TransAlta Corp. $30.36 201.20 $6,108.43 $9,062.94 $1.08 3.6% $11.36 2.7 x 
TransCanada Corp.  $38.06 541.45 $20,607.49 $35,353.26 $1.44 3.8% $18.13 2.1 x 
            
Fortis Inc. (Beacon est.) $26.66 156.55 $4,173.64 $10,212.94 $1.00 3.8% $16.58 1.6 x 
            

Average (excl. Fortis)           3.8%   2.3 x 
Source: Beacon Securities and Company Reports for Fortis Estimates, Company Reports and Bloomberg Consensus 
for CU, EMA, ENB, TA, and TRP 
 
  2007 2008 2009 
Company      EV/      EV/      EV/ 
  EPS P/E EBITDA EPS P/E EBITDA EPS P/E EBITDA 
Canadian Utilities Ltd. $3.07 13.0 x 8.0 x $2.75 14.5 x 7.3 x $2.88 13.8 x 6.9 x 
Emera inc. $1.32 15.0 x 7.8 x $1.27 15.6 x 7.9 x $1.33 14.9 x 7.6 x 
Enbridge Inc. $1.95 20.6 x 14.8 x $2.15 18.7 x 11.2 x $2.15 18.7 x 9.7 x 
TransAlta Corp. $1.53 19.8 x 9.6 x $1.60 18.9 x 8.5 x $1.88 16.2 x 8.1 x 
TransCanada Corp.  $2.30 16.5 x 9.2 x $2.25 16.9 x 9.1 x $2.38 16.0 x 8.7 x 
                  
Fortis Inc. (Beacon est.) $1.32 20.2 x 12.5 x $1.53 17.4 x 10.2 x $1.57 17.0 x 9.8 x 
                  

Average (excl. Fortis)   17.0 x 9.9 x   16.9 x 8.8 x   15.9 x 8.2 x 
Source: Beacon Securities and Company Reports for Fortis Estimates, Company Reports and Bloomberg Consensus 
for CU, EMA, ENB, TA, and TRP 
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Summary 

• Fortis Inc. reported Q1 2008 earnings of $91 million, an in-
crease over earnings of $42 million in Q1 2007. Diluted EPS 
was $0.55, up 57% from $0.35 reported during Q1 2007. 
Fortis largely benefited from contributions from the Terasen 
acquisition. Earnings growth was partially offset by higher 
corporate costs associated with the Terasen acquisition and 
decreased quarterly earnings from Newfoundland Power, 
due to a shift in the quarterly distribution of annual pur-
chased power expense.  

 

• We have lowered our EPS estimates slightly to account for 
increased financing and amortization expense going forward. 
This decrease is partially offset by increased expected earn-
ings from Fortis Properties. We have forecast diluted EPS of 
$1.51 for 2008 and $1.56 for 2009.  

 

• We view the Q1 2008 results as positive and continue to 
rate Fortis a BUY with a 12-month target price of $31.00.  
Our target equates to 19.9x 2009E earnings and 10.3x 2009E 
EV/ EBITDA. Results from Q1 2008 continued to demon-
strate the benefit of the Terasen acquisition, as the acquisi-
tion became accretive to EPS.  

 

• Significant organic growth is expected from the Western Ca-
nadian utilities, and the Caribbean. The Company’s commit-
ment to growth is demonstrated through the capital budget of 
$4 billion planned for the next five years. We expect such 
significant rate base growth will fuel future earnings 
growth from Fortis. 

F O R T I S  I N C .       

FTS-TSX 
May 2, 2008 

Stock Rating: BUY 
    Target Price: $31.00 

Closing Price (05/01/08): $27.96 
52 Week Range: $24.50-$29.94 

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with almost two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates non-
regulated generation assets and commercial real 
estate and hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

Change in Diluted EPS Forecasts 
2008E was: $1.53 
2009E was: $1.57 

Positive Q1 Results Fuelled By Terasen Acquisition 

(C$ Millions except per share data, December Year End)

2007A 2008E 2009E

EPS (basic) $1.40 $1.55 $1.61
EPS (fd) $1.32 $1.51 $1.56
CFPS (basic) $3.56 $3.77 $3.86

P/E (fd) 21.2 x 18.6 x 17.9 x
P/CF 7.8 x 7.4 x 7.2 x

Shares O/S (basic) 156.6
Shares O/S (fd) 172.3
Mkt. Cap. $4,817.51
Net Debt/Total Cap. 66.1%
BVPS $17.03
Price/Book Value 1.6 x
Dividend $1.00
Dividend Yield 3.6%
ROE 11.9%
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Q1 2008 results 
 
Fortis Inc. reported Q1 2008 earnings of $91 million, in line with our estimate, and an increase 
over earnings of $42 million in Q1 2007. Diluted EPS was $0.55, in-line with our estimate of 
$0.57, and up 57% from an EPS of $0.35 reported during the same period last year. Fortis largely 
benefited from contributions from the Terasen acquisition. Earnings growth was partially offset 
by higher corporate costs associated with the Terasen acquisition and decreased quarterly 
earnings from Newfoundland Power, due to a shift in the quarterly distribution of annual 
purchased power expense.  
 
Table 1. Results Summary  
 Q1 2008 Q1 2007 
Net earnings applicable to common shares $91 million $42 million 
Basic EPS $0.58 $0.38 
Diluted EPS $0.55 $0.35 
Cash Flow from Operating Activities $188 million $94 million 
Source: Company Reports 
 
Segmented Results 
 
Regulated Gas Utilities, composed of the Terasen Gas companies, reported earnings of $58 
million during the quarter, in line with our estimate of $59 million. Terasen experiences 
seasonality with its earnings, with Q1 and Q4 contributing to the majority of annual earnings, as a 
substantial portion of the gas distributed is required for space heating.  
 
Regulated Electric Utilities-Canadian reported quarterly earnings of $33 million, a 15% 
decrease from earnings of $39 million in Q1 2007, primarily due to the shift in the quarterly 
distribution of annual purchased power expense incurred by Newfoundland Power (this shift is 
discussed in more detail below).  
 
FortisAlberta reported earnings of $11 million, an 8% drop from $12 million in earnings 
reported in Q1 2007. While FortisAlberta experienced a 4.9% increase in sales and a 6.8% 
increase in distribution rates compared to Q1 2007, this was offset by lower corporate tax 
recoveries, increased labour and employee-benefit costs, and higher amortization expenses. We 
expect these factors to continue to impact earnings going forward; however this will be offset by 
the growth levels expected from the region, which are driven mainly by the oil and gas industry.  
 
FortisBC reported Q1 2008 annual earnings of $12 million, comparable to Q1 2007. FortisBC 
benefited from increased electricity revenue, due to two rate increase which resulted in a 
combined 5% increase in rates compared to Q1 2007. This was partially offset by augmented 
power purchases, operating, amortization and interest expenses, and also reduced electricity sales. 
Electricity sales were down slightly by 4GWh to 875GWh, compared to the same quarter last 
year, reflecting a general slowdown in the forestry industry.  
 
Newfoundland Power reported Q1 2008 earnings of $6 million, a 45% drop from $11 million 
reported in Q1 2007. Earnings were lower due to the shift in the quarterly distribution of annual 
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purchased power expense, which reduced quarterly earnings by $6 million. Effective January 1, 
2007, Newfoundland Power had a purchased power rate structure which resulted in 
Newfoundland Power paying more on average for each kWh of power in the winter months, and 
less during the summer. However in 2007, monthly revenue remained based on customer rates 
that reflected the average annual cost per kWh, and Newfoundland Power recognized monthly 
power purchase expense based on the forecast annual cost per kWh. Variances from the forecast 
unit cost of power were adjusted to the Purchased Power Unit Cost Variance Reserve 
(PPUCVR). In regards to the 2008 general rate application, the PUB ordered that, effective 
January 1, 2008, the PPUCVR be discontinued. The monthly purchased power expense now 
reflects the actual cost per kWh, which resulted in the seasonal shift in earnings experienced in 
Q1 2008. The Company will now incur lower earnings in the winter and higher earnings in the 
summer. However, annual earnings will not be impacted by this shift. Excluding the impact of 
the shift, quarterly earnings would have increased by $1 million in Q1 2008.  
 
Quarterly earnings from Other Canadian Electric Utilities were flat at $4 million year-over-
year. Subsequent to the quarter in April 2008, FERC issued an order stating it did not have 
jurisdiction to award FortisOntario a refund of $3 million, in December 2007, from Niagara 
Mohawk Power Corp (NIMO), regarding a cross-border transmission interconnection agreement. 
FERC expects NIMO will be able to recover the funds. FortisOntario has until May 17, 2008 to 
request a rehearing. We expect Fortis will be required to repay this refund, which will negatively 
impact 2008 earnings from the Other Canadian Electric Utilities segment.  
 
Regulated Electric Utilities-Caribbean earnings increased 75% from $4 million in Q1 2007, to 
$7 million in Q1 2008. Excluding the one-time loss of approximately $2 million, associated with 
disposal of steam-turbine assets at Caribbean Utilities in Q1 2007, Regulated Electric Utilities-
Caribbean earnings increased by $1 million. The Caribbean earnings benefited from increased 
sales, but were hindered by the stronger Canadian dollar.  
 
Earnings from Fortis Generation decreased 14%, from $7 million in Q1 2007, to $6 million in 
Q1 2008, hampered by lower hydroelectric production due to lower rainfall in Belize, and were 
also impacted by a stronger Canadian dollar.  
 
Fortis Properties earnings increased year-over-year from $2 million in Q1 2007 to $3 million in 
Q1 2008. Earnings benefited from contributions from the acquisition of the Delta Regina.  
 
Quarterly Corporate expenses were $16 million, a 60% increase over expenses of $10 million in 
Q1 2007. This was largely the result of finance changes associated with the Terasen acquisition.  
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Table 2. Segmented Results Summary 
 Q1 2008 Earnings 

(C$ Milllions) 
Q1 2007 Earnings 

(C$ Milllions) 
Terasen Gas Companies 58 - 
FortisAlberta 11 12 
FortisBC 12 12 
Newfoundland Power 6 11 
Other Canadian 4 4 
Caribbean 7 4 
Fortis Generation 6 7 
Fortis Properties 3 2 
Corporate -16 -10 
Source: Company Reports 
 
Capital expenditures were approximately $162 million in Q1 2008, with capital expenditures 
expected to total approximately $900 million in 2008. This capital budget is primarily focused on 
growth in the Western Canadian operations (Terasen, FortisAlberta, and FortisBC) and the 
Caribbean operations.  
 
Forecast 
 
We have lowered our EPS estimates slightly to account for increased financing and amortization 
expenses. This decrease is partially offset by our increased earnings estimates for Fortis 
Properties, due to higher than expected earnings growth. This is largely a result of contributions 
from the Delta Regina acquisition. We have forecast diluted EPS of $1.51 for 2008 and $1.56 for 
2009, as demonstrated in Table 3 below. 
 
Table 3. Beacon Securities’ Forecast 
  2008E 2009E 
($C Millions except per share data) New  Previous New  Previous 
EBITDA $1,024 $999 $1,063 $1,039 
Net Earnings $244 $245 $253 $252 
EPS (basic) $1.55 $1.57 $1.61 $1.61 
EPS (diluted) $1.51 $1.53 $1.56 $1.57 
          
Cash Flow  $591 $574 $605 $596 
CFPS (basic) $3.77 $3.66 $3.86 $3.80 

Source: Beacon Securities 

We expect earnings to continue to be impacted by increased finance charges, the result of an 
increased amount of debt acquired by Fortis, largely due to the Terasen acquisition. Furthermore, 
we expect additional financing and drawdown on existing credit facilities will be required to 
finance the 2008 capital budget of approximately $900 million. This budget is also expected to be 
financed through equity injections from the corporate level and cash from operations.  
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We expect Fortis will require additional financing for its future growth projects over the next five 
years. Significant capital investment will be required over this time, with $3 billion expected to 
be invested towards its electric business and approximately $1 billion allocated towards gas 
distribution. These expected capital expenditures will be largely allocated towards the growth of 
the Western Canadian subsidiaries and the Caribbean.  

Valuation and Recommendation 

We view the Q1 2008 results as positive and continue to rate Fortis a BUY with a 12-month 
target price of $31.00. Our valuation is based on analysis of P/E and EV/EBITDA multiples and 
our dividend discount model. Our target equates to 19.9x 2009E earnings and 10.3x 2009E EV/ 
EBITDA. 
 
Results from Q1 2008 continued to demonstrate the benefit of the Terasen acquisition, as 
the acquisition became accretive to EPS. We believe the Terasen acquisition is an excellent 
geographic complement with Fortis’ electric utilities in Western Canada. The acquisition 
provides Fortis with the experience and expertise necessary to further grow in the regulated 
natural gas utility business, and we expect future regulated gas utility acquisitions from the 
Company.   
 
Significant rate base growth is planned for Western Canada over the coming years, with a rate 
base of more than $3 billion expected for FortisAlberta and FortisBC combined in 2012. We 
expect organic growth to occur largely through the Company’s electrical infrastructure in 
Western Canada and the Caribbean. We have forecast regions such as Newfoundland, Prince 
Edward Island, and Ontario to show little to no growth. The Company’s commitment to growth is 
demonstrated through the capital budget of $4 billion over the next five years. We expect such 
significant rate base growth will fuel future earnings growth from Fortis. 
 
 
Key Risks 
 
• Integration Risk – The acquisition of Terasen has resulted in Fortis nearly doubling its asset 

size. Difficultly with the integration of Terasen could hinder future earnings.  
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
• International Risk – With operations in Belize, the Cayman Islands and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues. 

• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 
yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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Summary 

 

• Fortis reported Q2’08 earnings of $29 million, down from 
$41 million in Q2’07. Diluted EPS was $0.18, lower than 
our estimate of $0.28 and EPS of $0.27 reported in Q2’07. 
Q2 results were impacted by a $13 million charge at BEL 
and a one-time charge of $2 million at FortisOntario. With-
out these one-time charges, EPS would have been $0.28.  

 

• We have lowered our estimates to account for the decision in 
Belize and the one-time charges. Our estimates have also 
been lowered due to an increase in forecasted amortization 
and financing costs and a stronger Canadian dollar. We have 
forecast diluted EPS of $1.43 for 2008 and $1.51 for 2009.    

 

• We are lowering our 12-month target price from $31.00 
to $30.00. We maintain our BUY recommendation.  Our 
target equates to 19.9x 2009E earnings and 9.6x 2009E EV/ 
EBITDA. We view the recent decline in Fortis’ share price 
as an overreaction to the PUC’s decision on BEL’s 
2008/2009 rate application.  

 

• We remain encouraged by Fortis’ growth potential, with 
a capital budget of over $4.5 billion planned for the next 
five years. We expect organic growth to occur largely 
through the electric operations in Western Canada and the 
Caribbean. With Fortis’ expertise in both electrical and gas 
regulated utilities, we expect Fortis to look to the U.S. for 
future acquisitions, where many utilities are both gas and 
electric. 

F O R T I S  I N C .       

FTS-TSX 
August 11, 2008 

Stock Rating: BUY (unchanged) 
    Target Price: $30.00 (was $31.00) 
Closing Price (08/08/08): $26.76 
52 Week Range: $24.11-$29.94 

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with almost two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates non-
regulated generation assets and commercial real 
estate and hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

Change in Diluted EPS Forecasts 
2008E was: $1.51 
2009E was: $1.56 

Reports Neutral Q2 After One-Time Charges 

(C$ Millions except per share data, December Year End)

2007A 2008E 2009E

EPS (basic) $1.40 $1.55 $1.61
EPS (fd) $1.32 $1.51 $1.57
CFPS (basic) $3.56 $3.67 $3.80

P/E (fd) 20.3 x 18.0 x 17.3 x
P/CF 7.5 x 7.4 x 7.1 x

Shares O/S (basic) 157.0
Shares O/S (fd) 158.1
Mkt. Cap. $4,201.32
Net Debt/Total Cap. 63.7%
BVPS $16.96
Price/Book Value 1.6 x
Dividend $1.00
Dividend Yield 3.7%
ROE 8.9%
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Q2 2008 results 
 
Fortis Inc. reported Q2 2008 earnings of $29 million, a 29% decrease over earnings of $41 
million in Q2 2007. Diluted EPS was $0.18, lower than our estimate of $0.28, and down 33% 
from a diluted EPS of $0.27 reported during the same period last year. Q2 results were impacted 
by a $13 million ($0.08 per share) charge that represented disallowed previously incurred fuel 
and purchased power costs at Belize Electricity. This charge was the result of a decision by the 
Public Utilities Commission of Belize (PUC) on BEL’s rate 2008/2009 application.  
 
FortisOntario incurred a one-time charge of $2 million associated with the repayment of 
interconnection agreement amounts received in Q4 2007. Without these one-time charges, EPS 
would have been $0.28. Earnings were also hampered by higher corporate costs associated with 
the Terasen acquisition and higher corporate income taxes at FortisAlberta. Fortis’ earnings were 
given support by contributions from the Terasen acquisition and increased quarterly earnings 
from Newfoundland Power, due to a shift in the quarterly distribution of annual purchased power 
expense.  
 
Table 1. Results Summary (in Canadian dollars) 
 Q2 2008 Q2 2007 
Net Earnings Applicable to Common Shares $29 million $41 million 
Basic EPS $0.19 $0.31 
Diluted EPS $0.18 $0.27 
Cash Flow from Operating Activities $244 million $68 million 
Source: Company Reports 
 
Segmented Results       
 
Regulated Gas Utilities, composed of the Terasen Gas companies, reported earnings of $12 
million during the quarter, up from $1 million in Q2 2007. However, last year’s contributions 
from Terasen commenced from May 17, 2007. On a full quarter basis, earnings are comparable. 
Gains attributed to an increase in allowed ROEs, effective January 1, 2008, were offset by 
increased amortization costs and higher finance costs. Terasen experiences seasonality with its 
earnings, with Q1 and Q4 contributing to the majority of annual earnings, as a substantial portion 
of the gas distributed is required for space heating. In Q3, Terasen is expected to incur an 
earnings benefit of $7.5 million, after settling historical tax matters.  
 
Construction began on the $200 million liquefied natural gas storage facility on Vancouver Island 
in Q2. Construction is expected to take three years, with the facility expected to come into service 
in late 2011.  
 
Regulated Electric Utilities-Canadian reported quarterly earnings of $28 million, a 15% 
decrease from earnings of $33 million in Q2 2007, excluding the one-time charge from 
FortisOntario. The decrease was largely the result of higher future income tax expense at 
FortisAlberta. This expense was partially offset by increased quarterly earnings from 
Newfoundland Power. 
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FortisAlberta reported earnings of $7 million, a 53% drop from $15 million in earnings reported 
in Q2 2007. While FortisAlberta experienced a 3.2% increase in energy deliveries year-over-year 
in Q2 and incurred higher rates than the same period last year, this was more than offset by 
higher future income tax expense. FortisAlberta incurred a $4 million future income tax expense 
associated with the AESO charges deferral account and the timing of the accounts’ collection. 
This account captures the difference between the amounts charged to FortisAlberta by AESO for 
transmission tariffs and the amount collected from FortisAlberta’s customers for the transmission 
tariff component of rates. If the amounts charged by AESO are greater than that collected from 
customers, then the difference is deferred as a regulatory asset for future recovery from 
customers, subject to regulatory approval. When the deferral accounts are collected, 
FortisAlberta is expected to incur a future income tax recovery. The expected period until 
recovery is approximately two years.  
 
Increased contracted manpower costs, labour and employee-benefit costs, in addition to higher 
amortization costs and financing charges, also hindered earnings. We expect these factors to 
continue to impact earnings going forward; however this will be more than offset by the growth 
levels expected from the region, which are driven mainly by the oil and gas industry. We are 
modeling a customer growth rate of 2.5% for the remainder of 2008 and 2009.  
 
FortisBC reported Q2 2008 earnings of $7 million, a 17% rise over $6 million in Q2 2007. The 
benefits of higher rates were partially offset by higher finance charges. FortisBC expects to file a 
2009 Revenue Requirements application with the BCUC in Q4 2008.  
 
Newfoundland Power reported Q2 2008 earnings of $10 million, a 25% increase from $8.0 
million reported in Q2 2007. This increase in earnings was largely due to the shift in the quarterly 
distribution of annual purchased power expense, which increased quarterly earnings by $2.5 
million. Higher rates also supported earnings during the quarter. This increase was partially offset 
by a decrease of $0.5 million related to the timing differences of operating expenses. As of 2008, 
the Company will now incur lower earnings in the winter and higher earnings in the summer. 
However, annual earnings will not be impacted by this shift. A more detailed explanation of the 
shift in quarterly earnings can be viewed in Fortis Inc: Positive Q1 Fuelled by Terasen 
Acquisition – May 2, 2008.  
 
Quarterly earnings from Other Canadian Electric Utilities tumbled 50% year-over-year to $2 
million, due to a one-time repayment of a $3 million ($2 million after-tax) refund to Niagara 
Mohawk Power Corp (NIMO). In April 2008, FERC issued an order stating it did not have 
jurisdiction to award FortisOntario a refund of $3 million, in December 2007, from NIMO 
regarding a cross-border transmission interconnection agreement. Without the one-time charge, 
quarterly earnings would have been comparable year-over year.  
 
Regulated Electric Utilities-Caribbean earnings plunged from $8 million in Q2 2007, to a loss 
of $5 million in Q2 2008. This loss was the result of a $13 million charge (Fortis’ 70% share of 
$18 million) associated with the PUC’s decision on BEL’s 2008/2009 rate application. The PUC 
ordered a BZ$36 million (C$13 million) retroactive adjustment associated with BEL prior year’s 
results. This adjustment disallowed previously incurred fuel and power purchase costs. 
Furthermore, the PUC reduced BEL’s target allowed ROA to 10% from 12%. Without this 
charge, earnings would have been comparable year-over-year. Earnings from the Caribbean were 
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also impacted by a stronger Canadian dollar, higher operating and amortization expenses, and a 
3.25% reduction in Caribbean Utilities’ rates, effective January 1, 2008.  This rate reduction is 
expected to reduce annual revenue by US$2.1 million. The Caribbean earnings did benefit from 
increased sales and a change in the method of calculating fuel costs under Caribbean Utilities’ 
new transmission and distribution license, which resulted in a movement of deferred fuel costs. 
As of June 1, 2009, Caribbean Utilities will be permitted to adjust basic electricity rates with a 
formula based on published consumer price indices, thereby adjusting for inflation.   
 
On July 25, 2008, BEL filed an application for judicial review and appeal of the PUC’s decision 
with the Supreme Court of Belize. Fortis knows it has a strong case in Belize, as the PUC’s 
decision is not good regulatory practice. The decision violates both the established regulatory 
practice and contractual obligations made by the government of Belize, when Fortis made its 
initial investment into the country. Fortis is optimistic it will see some changes, but it will take at 
least a year for a decision to be reached. This decision has the potential to hinder Fortis’ share of 
BEL’s earnings by approximately $5 million over the next year. A recent salary increase at BEL 
is not expected to further hinder BEL’s earnings to a great extent. BEL currently represents 
approximately 2% of the total assets of Fortis.   
 
Earnings from Fortis Generation rose 40%, from $5 million in Q2 2007, to $7 million in Q2 
2008, benefiting from augmented hydroelectric production in Newfoundland due to higher 
rainfall and increased average wholesale prices. A stronger Canadian dollar hampered gains 
slightly.  
 
Fortis Properties earnings increased 17% year-over-year from $6 million in Q2 2007 to $7 
million in Q2 2008. Earnings benefited from contributions from the acquisition of the Delta 
Regina and improved performance from Atlantic Canada’s hospitality operations.    
 
Quarterly Corporate expenses were $18 million, a 50% increase over expenses of $12 million in 
Q2 2007. This was largely the result of finance charges associated with the Terasen acquisition.  
 
Table 2. Segmented Results Summary 
 Q2 2008 Earnings 

(C$ Milllions) 
Q2 2007 Earnings 

(C$ Milllions) 
Terasen Gas Companies 12 1 
FortisAlberta 7 15 
FortisBC 7 6 
Newfoundland Power 10 8 
Other Canadian 2 4 
Caribbean -5 8 
Fortis Generation 7 5 
Fortis Properties 7 6 
Corporate -18 -12 
Source: Company Reports 
 
Capital expenditures were approximately $381 million in H1 2008, and $219 million in Q2 2008, 
with capital expenditures expected to total approximately $900 million in 2008. Much of the H1 
capital expenditures were allocated towards Terasen Gas companies. Capital expenditures over 
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the next five years are expected to exceed $4.5 billion, with over $1 billion allocated towards gas 
distribution and the remaining $3.5 billion mostly towards electric distribution at FortisAlberta, 
FortisBC, and the Caribbean. There is not a significant amount expected to be invested in the 
Non-Regulated operations during this time period, with $175 million estimated to be spent from 
2009 to 2013. The rate base is expected to grow over this time from a current $6.8 billion to $9.4 
billion in mid-2013.  
 
Forecast & Outlook 

We have lowered our 2008 estimates to account for the one-time charges and FortisAlberta’s 
income tax expense that ocurred during the quarter. We have also forecast increased amortization 
and financing expenses going forward for the Western operations and the Caribbean, due to the 
significant amount of capital investment planned for the areas. We have lowered our earnings 
estimates from the Caribbean operations for 2008 and 2009, to account for the PUC’s decision on 
BEL’s rate application and changes in forecasted exchange rate from Bloomberg consensus 
estimates. We have forecast higher earnings from Terasen for 2008, due to the $7.5 million 
earnings benefit expected in Q3. We increased our earnings forecast for Fortis Properties, 
reflecting an increase in forecasted hospitality revenue. We have forecast diluted EPS of $1.43 
for 2008 and $1.51 for 2009, as demonstrated in Table 3 below. 
 
Table 3. Beacon Securities’ Forecast 
  2008E 2009E 
($C Millions except per share data) New  Previous New  Previous 
EBITDA $1,047 $1,024 $1,117 $1,063 
Net Earnings $232 $244 $247 $253 
EPS (basic) $1.48 $1.55 $1.57 $1.61 
EPS (diluted) $1.43 $1.51 $1.51 $1.56 
          
Cash Flow  $625 $591 $638 $605 
CFPS (basic) $3.98 $3.77 $4.06 $3.86 

Source: Beacon Securities 

We expect earnings to begin to reflect the Company’s growth efforts in 2009. However, we also 
expect 2009 earnings to be hampered by lower contributions from Fortis Generation, due to the 
expiration of the 75 MW Rankine rights in Ontario, which are expected to expire in April 2009. 
This will be partially offset by the 18 MW hydroelectric generating facility at Vaca on the Macal 
River in Belize when it begins its operations in late 2009.  

We expect earnings to continue to be impacted by increased finance charges, the result of an 
increased amount of debt acquired by Fortis, largely due to the Terasen acquisition. Furthermore, 
we expect additional financing and drawdown on existing credit facilities will be required to 
finance the 2008 capital budget of approximately $900 million. This budget is also expected to be 
financed through equity injections from the corporate level and cash from operations. We 
anticipate Fortis will require additional financing for its future growth projects over the next five 
years.  
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Valuation and Recommendation 
 
We view the Q2 2008 results as neutral; when the one-time charges are removed, earnings are 
relatively flat year-over-year. Due to the decrease in our 2009 estimates, we are lowering our 
12-month target price from $31.00 to $30.00. We maintain our BUY recommendation.  Our 
valuation is based on analysis of P/E and EV/EBITDA multiples and our dividend discount 
model. Our target equates to 19.9x 2009E earnings and 9.6x 2009E EV/ EBITDA. We view the 
recent decline in Fortis’ share price as an overreaction to the PUC’s decision of BEL’s 2008/2009 
rate application, particularly where Belize accounts for approximately 2% of Fortis’ total assets. 
Including dividends, there is a potential return of approximately 16% over the next year, which 
justifies our BUY rating. 
 
We remain encouraged by Fortis’ growth potential, with significant rate base growth planned for 
Western Canada over the next five years. We expect organic growth to occur largely through 
the Company’s electrical infrastructure in Western Canada and the Caribbean. We have 
forecast regions such as Newfoundland, Prince Edward Island, and Ontario to show little to no 
growth. The Company’s commitment to growth is demonstrated through the capital budget of 
over $4.5 billion planned for the next five years. We expect such significant rate base growth 
will fuel future earnings growth from Fortis. We also expect further growth through 
acquisitions. With its expertise both in electrical and gas regulated utilities, we expect Fortis to 
look to the U.S. for future acquisitions, where many utilities are both gas and electric.   
 
Key Risks 
 
• Integration Risk – The acquisition of Terasen has resulted in Fortis nearly doubling its asset 

size. Difficultly with the integration of Terasen could hinder future earnings.  
 
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
 
• International Risk – With operations in Belize, the Cayman Islands, and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
 
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues. 

 
• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 

yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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herein accurately reflect such research analyst’s personal views about the company and securities that are the subject of the 
report; or any other companies mentioned in the report that are also covered by the named analyst.  In addition, no part of 
the research analyst’s compensation is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed by such research analyst in this report. The head of Beacon Securities’ research department and the President of 
Beacon Securities provide an annual certification that states that analysts are familiar with and complied with CFA Institute 
code of ethics and standards of Professional Conduct. 

Conflicts of Interest 

Beacon Securities’ research analysts are compensated from revenues generated by various segments of its business, 
including Beacon Securities Investment Banking Department.  Beacon Securities will disclose if any research analyst 
involved in the preparation of the research report has received remuneration for any services provided to the securities 
issuer during the 12 months preceding the date of the publication of the research report. 
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issuer as consideration or inducement for the receipt of business or compensation from an issuer. 
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Securities Ltd. has performed investment banking services in the past 12 months and has received compensation for 
investment banking services from Fortis Inc. in the past 12 months. 

Legal Disclosure 

All information contained herein has been collected and compiled by Beacon Securities Limited, an independently owned 
and operated member of the IDA. All facts and statistical data have been obtained or ascertained from sources, which we 
believe to be reliable, but are not warranted as accurate or complete.  Beacon Securities analyst’s have visited the head 
office of this issuer and viewed its operations in a limited context.  The issuer did not pay for or reimburse the analysts for 
the travel expenses associated with the visit. 

All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change without 
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Rating System 
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available on our website: (www.beaconsecurities.ca). The percentage of its recommendations that fall into each category of 
their recommended terminology is compiled quarterly, and is also available upon request. 

Dissemination 

Beacon Securities’ policies and procedures regarding the dissemination of research are available upon request.   

Valuation Techniques 

A combination of valuation methods are used by Beacon Securities’ analysts to determine the 12-month target price for 
issuers; including but not limited to discounted cash flow techniques, historical trading multiples and capitalization rates, 
and peer average trading multiples and capitalization rates.  
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Highlights 
 

• Fortis Inc. reported neutral Q1 results, with earnings of $92 
million, or $0.54 per share, compared to $91 million, or 
$0.58 per share, reported in Q1 2008. Q1 2009 EPS was 
slightly lower than our estimate of $0.55, and lower than 
consensus of $0.57. Increases in earnings from FortisBC 
and FortisAlberta were offset by lower earnings at the Carib-
bean Regulated Utilities and Fortis Properties.  

 

• FortisAlberta and FortisBC benefited from investment in 
electrical infrastructure and higher rates. Caribbean earnings 
were hampered by reduced demand (due to cooler weather 
and the economic downturn) and decreases in CUC’s and 
BEL’s allowed rate of return. Fortis Properties was hindered 
by one-time operating costs associated with the Sheraton 
Hotel Newfoundland and lower hotel occupancies.    

 

• We have decreased our estimates from the Caribbean op-
erations and Fortis Properties. We believe growth from the 
Regulated Caribbean operations will continue to be ham-
pered by decreased demand and lower levels of tourism due 
to the global economic slowdown. We expect hotel occupan-
cies at Fortis Properties will be lower for 2009 and 2010. We 
are decreasing our 2009 EPS estimate from $1.50 to 
$1.47, and our 2010 EPS from $1.57 to 1.53.  

 

• With the reduction of our 2009 and 2010 estimates, we are 
lowering our 12-month target price from $28.25 to 
$27.00. We maintain our BUY recommendation.  Our tar-
get equates to 17.7x 2010E EPS and 9.6x 2010E EV/
EBITDA. In addition to providing sustainable dividend growth 
and stable earnings through its Regulated Utilities, Fortis 
offers strong rate base growth.  

F O R T I S  I N C .       

 

FTS-TSX 
April 30, 2009 

Stock Rating: BUY (unchanged) 
    Target Price: $27.00 (was $28.25) 

Closing Price (4/30/09) $22.15 
52 Week Range: $20.70-$28.34 

 

*Please view the disclaimer at the end of this report 

 

Company Description 
Fortis Inc. is Canada’s largest investor-owned dis-
tribution utility, with more than two million gas and 
electricity customers. The Company is headquar-
tered in St. John’s, NL. Its main focus is the owner-
ship and operation of regulated utilities, with opera-
tions in five provinces and three Caribbean coun-
tries. Fortis also owns and operates non-regulated 
generation assets and commercial real estate and 
hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

 

Change in Basic EPS Forecasts 
2009E: was $1.50 
2010E: was $1.57 

Reports Neutral Q1 Results - Continues to Demonstrate Stability  

(C$ Millions except per share data, December Year End)

2008A 2009E 2010E

EPS (basic) $1.56 $1.47 $1.53

EPS (fd) $1.52 $1.45 $1.51

CFPS (basic) $3.95 $3.80 $3.90

P/E 14.2 x 15.0 x 14.5 x

P/CF 5.6 x 5.8 x 5.7 x

Shares O/S (basic) 169.8

Shares O/S (fd) 185.4

Mkt. Cap. $3,761.1

Net Debt/Total Cap. 61.0%

BVPS $17.90

Price/Book Value 1.2 x

Dividend $1.04

Dividend Yield 4.7%

ROE 8.7%
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Q1 2009 Results 
 
Fortis Inc. reported neutral Q1 results. Q1 2009 earnings were $92 million, or $0.54 per share, 
compared to $91 million, or $0.58 per share, reported in Q1 2008. Q1 2009 EPS was slightly 
lower than our estimate of $0.55 per share, and lower than consensus of $0.57. Increases in 
earnings from FortisBC and FortisAlberta were offset by lower earnings at the Caribbean 
Regulated Utilities and Fortis Properties.  
 
Exhibit 1. Results Summary (in Canadian dollars) 
 Q1 2009 Q1 2008 
Net Earnings Applicable to Common Shares $92 million $91 million 
Reported Basic EPS $0.54 $0.58 
Reported Diluted EPS $0.52 $0.55 
Cash Flow from Operations $229 million $193 million 
Source: Company Reports, Beacon Securities  

 
Segmented Results       
 
The Terasen Gas companies reported Q1 earnings of $58 million, in line with earnings of $58 
million reported in Q1 2008. Benefits from increased customer delivery rates and a lower 
effective corporate income tax rate, were offset by higher labour and employee-benefit costs.   
 
Rate applications for 2010 are expected to be filed with the BCUC by both Terasen Gas Inc. 
(TGI) and Terasen Gas (Vancouver Island) Inc. (TGVI) in the summer of 2009. Approval of rates 
from the BCUC is required, as the current performance-based settlement agreements expire at 
the end of 2009. As part of this rate filing, TGI and TGVI plan to seek a review of the current 
generic ROE adjustment mechanism and of the deemed equity component of the capital 
structure.  
 
FortisAlberta reported earnings of $12 million, a 9% lift from $11 million in earnings reported in 
Q1 2008, benefiting from growth in electrical infrastructure investment and an increase in 
customer distribution rates. These contributions to earnings were partially offset by increased 
labour and employee-benefit costs, in addition to higher amortization costs and finance charges. 
We expect amortization and finance expenses to continue to increase, as much investment is 
expected in the area over the next five years.  
 
FortisAlberta is currently involved in a Generic Cost of Capital Proceeding with the AUC, which 
will include reviewing 2009 ROE calculations and capital structures for regulated gas, electric, 
and pipeline utilities in Alberta. The results of this proceeding are expected in the fall of 2009. 
FortisAlberta expects to file its 2010/2011 Revenue Requirements Application in Q2 2009.  
 
FortisBC reported Q1 2009 earnings of $14 million, a 17% increase over $12 million reported in 
Q1 2008. FortisBC earnings benefited from growth in electrical infrastructure investment and 
increased electricity rates. This was partially was offset by increases in energy supply costs, 
higher operating costs, and higher amortization expense associated with a significant investment 
in capital expenditures.   
 
Newfoundland Power reported Q1 2009 earnings of $6 million, in line with Q1 2008. Electricity 
sales growth was offset by the impact of higher demand charges from Newfoundland and 
Labrador Hydro and increased amortization costs.  
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Quarterly earnings from Other Canadian Electric Utilities were $5 million, up from $4 million in 
Q1 2008. High rates more than offset higher finance charges. Approval by the Ontario Ministry of 
Finance, for the acquisition of a 10% ownership interest in Grimsby Power, is expected in Q2 
2009.   
 
Regulated Electric Utilities-Caribbean earnings fell from $7 million in Q1 2008, to $6 million in 
Q1 2009. Excluding one-time gains of approximately $2 million at Fortis Turks and 
Caicos, Q1 2009 earnings would be $4 million (a $3 million decrease). Earnings were 
hampered by cooler weather, and the global economic downturn, both of which reduced energy 
demand. Earnings from the Caribbean were also impacted by the decrease in Caribbean 
Utilities’ and Belize Electricity’s allowed rate of return. Increased amortization costs also weighed 
down earnings. These factors were partially offset by a weaker Canadian dollar. The favourable 
impact from the stronger U.S. dollar contributed approximately $1 million to earnings.  
 
We expect sales growth to be hampered by the impact of the slowdown in the U.S. economy on 
the Caribbean tourism industry. However, a weaker Canadian dollar should help to alleviate the 
impact of the weaker economy. We believe additional growth opportunities from BEL will be 
minimal, as approximately $9 million of Belize Electricity’s indebtedness (at the end of Q1) did 
not meet certain debt covenant ratios. The lenders have been informed as to the situation and 
the necessary waivers have been requested. This default was the result of the PUC’s decision 
on BEL’s 2008/2009 rate application. This is the third quarter in a row that BEL has been unable 
to meet these debt covenant ratios.  
 
Earnings from Fortis Generation were $6 million in Q1 2009, comparable to the same period 
last year. Gains attributed to a stronger U.S. dollar, and increased hydroelectric production in 
Belize, were offset by lower production and decreased wholesale market energy prices in both 
Upper New York State and Ontario.   
 
Fortis Properties earnings dropped 33% year-over-year from $3 million in Q1 2008 to $2 million 
in Q1 2009. Earnings were hindered by one-time operating costs associated with Sheraton Hotel 
Newfoundland and lower hotel occupancies. In April 2009, Fortis Properties purchased a 
Holiday Inn Select (214 room) in Windsor, Ontario for $7 million.  
 
Exhibit 2. Segmented Results Summary 
 Q1 2009 Earnings 

(C$ Milllions) 
Q1 2008 Earnings 

(C$ Milllions) 
Terasen Gas Companies  58 58 
FortisAlberta 12 11 
FortisBC 14 12 
Newfoundland Power 6 6 
Other Canadian 5 4 
Caribbean 6 7 
Fortis Generation 6 6 
Fortis Properties 2 3 
Corporate -17 -16 
Source: Company Reports 

 
Capital expenditures amounted to $219 million in Q1 2009 alone. Gross capital expenditures for 
2009 are forecast at $1 billion. Future organic growth will come from major projects such as the 
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$200 million LNG storage facility at Terasen Gas, the $161 million Automated Meter 
Infrastructure Project at FortisAlberta, FortisBC’s $139 million Okanagan Transmission 
Reinforcement Project, and the US$53 million 19 MW hydroelectric generating facility in Belize.  
 
 
Forecast & Outlook 
 
We have decreased our estimates from the Regulated Caribbean operations and Fortis 
Properties. We believe growth from the Regulated Caribbean operations will continue to be 
hampered by decreased demand and lower levels of tourism due to the global economic 
slowdown. We expect hotel occupancies at Fortis Properties will be lower for 2009 and 2010. As 
demonstrated in Exhibit 3, we are decreasing our 2009 EPS estimate from $1.50 to $1.47, 
and our 2010 EPS from $1.57 to 1.53. Earnings from Fortis Generation will be lower in Q2, due 
to the expiration of the 75 MW Rankine rights in Ontario, which expired in April 2009. This had 
previously been factored into our estimates.  
  
Exhibit 3. Beacon Securities’ Forecast 
  2009E 2010E 
($C Millions except per share data) New  Previous New  Previous 
EBITDA $1,094 $1,137 $1,133 $1,174 
Net Income $250 $254 $260 $266 
EPS (basic) $1.47 $1.50 $1.53 $1.57 
EPS (diluted) $1.45 $1.48 $1.51 $1.55 
          
Cash Flow  $645 $647 $662 $676 
CFPS (basic) $3.81 $3.83 $3.91 $3.99 

Source: Beacon Securities, Bloomberg 
 
Fortis is confident in its ability to renew debt upon maturity over the coming years. Terasen and 
FortisAlberta each raised $100 million of 30-year unsecured debentures at 6.55% and 7.06%, 
respectively. Long-term debt totalled $5.1 billion, as of the end of Q1 2009. Long-term debt 
maturities and repayments total approximately $234 million for the next year. Management 
expect long-term debt maturities and repayments to average approximately $170 million over the 
next five years. The Company had consolidated credit facilities of $2.2 billion, with $1.6 billion 
unused as of March 31, 2009, which will provide necessary flexibility. Approximately $2 billion of 
the total credit facilities are committed facilities, with many having maturities between 2011 and 
2013. 
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Valuation and Recommendation 
 
With the reduction of our 2009 and 2010 estimates, we are lowering our 12-month target 
price from $28.25 to $27.00. We maintain our BUY recommendation.  Our valuation is based 
on analysis of P/E and EV/EBITDA multiples and our dividend discount model. Our target 
equates to 17.7x 2010E EPS and 9.6x 2010E EV/EBITDA. Including dividends, there is a 
potential return of approximately 26% over the next year, which justifies our BUY rating. The 
dividend currently yields 4.7%.  
 
In addition to providing sustainable dividend growth and stable earnings through its 
Regulated Utilities, Fortis offers strong rate base growth, with rate base growth expected 
to average 7% over the next 5 years. Capital expenditures over the next five years are 
expected to exceed $4.5 billion, with approximately $1.2 billion allocated towards gas 
distribution, $3.1 billion towards the regulated electric utilities (primarily FortisAlberta, FortisBC, 
and the Caribbean), and $200 million towards the Non-Regulated operations. We expect Fortis’ 
five-year capital program should drive growth in earnings, with the majority of organic 
growth coming from the Regulated Electric Utilities in Western Canada and the 
Caribbean.  
 
 
Key Risks 
 
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
 
• International Risk – With operations in Belize, the Cayman Islands, and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
 
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues. 

 
• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 

yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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Disclaimer 
Disclosure Requirements 

Does Beacon, or its affiliates or analysts collectively, beneficially own 1% or more of any class of the issuer's equity 
securities?   Yes    No 

Does the analyst who prepared this research report hold any of the issuer’s securities?  Yes    No 

Does Beacon Securities beneficially own more than 1% of equity securities of the issuer?  Yes    No  

Has any director, partner, or officer of Beacon Securities, or the analyst involved in the preparation of the research 
report, received remuneration for any services provided to the securities issuer during the preceding 12 months? 

 Yes    No  

Has Beacon Securities performed investment banking services in the past 12 months and received compensation for 
investment banking services for this issuer in the past 12 months?  Yes    No 

Was the analyst who prepared this research report compensated from revenues generated solely by the Beacon 
Securities Investment Banking Department?  Yes    No 

Does any director, officer, or employee of Beacon Securities serve as a director, officer, or in any advisory capacity to 
the issuer?   Yes    No 

Are there any material conflicts of interest with Beacon Securities or the analyst who prepared the report and the 
issuer?   Yes    No 

Is Beacon Securities a market maker in the equity of the issuer?  Yes    No 

Has the analyst visited the head office of the issuer and viewed its operations in a limited context?  Yes    No 

Did the issuer pay for or reimburse the analyst for the travel expenses?  Yes    No 

Beacon analysts are not permitted to own the securities they cover, but may own securities covered by other 
members of the research team, subject to blackout conditions. 

All information contained herein has been collected and compiled by Beacon Securities Limited, an independently 
owned and operated member of the IIROC. All facts and statistical data have been obtained or ascertained from 
sources, which we believe to be reliable, but are not warranted as accurate or complete.   

All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change 
without notice. Beacon Securities Limited takes no responsibility for any errors or omissions contained herein, and 
accepts no legal responsibility from any losses resulting from investment decisions based on the content of this report.   

This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or sell 
securities discussed herein.  Based on their volatility, income structure, or eligibility for sale, the securities mentioned 
herein may not be suitable or available for all investors in all countries.    

Ending
Q1 2009 # Stocks Distribution

BUY 8 42.1%
HOLD 8 42.1%
SELL 3 15.8%
Total 19 100.0%

 

BUY Total 12-month return expected to be >15%
HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative

 
Dissemination 
Beacon Securities distributes its research products simultaneously, via email, to its authorized client base. All 
research is then available on www.beaconsecurities.ca via login and password. 
 
Analyst Certification 
The Beacon Securities Analyst named on the report hereby certifies that the recommendations and/or opinions 
expressed herein accurately reflect such research analyst’s personal views about the company and securities that are 
the subject of the report; or any other companies mentioned in the report that are also covered by the named analyst.  
In addition, no part of the research analyst’s compensation is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report.  
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Highlights 
 

• Fortis Inc. reported Q1 earnings that were slightly lower 
than we expected. However, Q1 was still a positive quar-
ter, in our opinion. Q1 2010 earnings were $100 million, or 
$0.58 per share, compared to $92 million, or $0.54 per 
share, reported in Q1 2009. Q1 2010 EPS was 3% weaker 
than our estimate of $0.60 per share, but in line with consen-
sus. Q1 2010 results benefited from strong earnings from 
Terasen and FortisAlberta, partially offset by weaker results 
from the Caribbean operations and Fortis Generation. Earn-
ings gained on the increase in allowed ROE and equity com-
ponent at FortisAlberta and Terasen Gas.  

 

• We have lowered our estimates due to weakness from Fortis 
Generation. We have also factored in higher financing 
charges from FortisAlberta and the Corporate segment. This 
has been partially offset by an increase in our Terasen esti-
mates to reflect stronger than expected Q1 results. We are 
decreasing our 2010 basic EPS estimate from $1.71 to 
$1.65, and our 2011 EPS is dropping from $1.82 to $1.76.  

 

• Despite the decrease to our estimates, we are increasing 
our 12-month target price to $31.25 from $30.50, but 
maintaining our HOLD recommendation. We are adjust-
ing our price target to now reflect F2011 estimates. Our tar-
get equates to 17.8x 2011E EPS and 9.8x 2011E EV/
EBITDA. The dividend currently yields 4.0%. Fortis’ focus on 
organic growth and capital investment will continue to drive 
earnings growth, in our opinion. We are encouraged by For-
tis’ ability to continually grow its rate base, while maintaining 
its stability.    

F O R T I S  I N C .   

 

FTS-TSX 
May 3, 2010 

Stock Rating: HOLD (unchanged) 
    Target Price: $31.25 (was $30.50) 

Closing Price (04/30/10): $28.05 
52 Week Range: $22.15-29.32 

 

*Please view the disclaimer at the end of this report 

Company Description 
 

Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with more than two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates 
non-regulated generation assets and commercial 
real estate and hotel assets.  

Sarah Chiasson, MBA 
Philip Bassil, MBA 

902.425.6654 
schiasson@beaconsecurities.ca   

pbassil@beaconsecurities.ca 

Change in Basic EPS Forecasts 
2010E: was $1.71 
2011E: was $1.82 

Positive Q1 - Increasing Target Price 

(C$ Millions except per share data, December Year End)

2009A 2010E 2011E

EPS (basic) $1.54 $1.65 $1.76

EPS (fd) $1.51 $1.62 $1.72

CFPS (basic) $3.96 $4.25 $4.48

P/E 18.2 x 17.0 x 15.9 x

P/CF 7.1 x 6.6 x 6.3 x

Shares O/S (basic) 172.2

Shares O/S (fd) 185.9

Mkt. Cap. $4,830.2

Net Debt/Total Cap. 59.5%

BVPS $18.62

Price/Book Value 1.5 x

Dividend $1.12

Dividend Yield 4.0%

ROE 8.5%
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Q1 2010 Results 
 
Fortis Inc. reported Q1 earnings that were slightly lower than we expected. Q1 2010 
earnings were $100 million, or $0.58 per share, compared to $92 million, or $0.54 per share, 
reported in Q1 2009. Q1 2010 EPS was 3% weaker than our estimate of $0.60 per share, and in 
line with the consensus estimate of $0.58. Q1 2010 results benefited from strong earnings from 
Terasen and FortisAlberta, partially offset by weaker results from the Caribbean operations and 
Fortis Generation.  
 
Exhibit 1. Results Summary (in Canadian dollars) 
 Q1 2010 Q1 2009 
Net Earnings Applicable to Common Shares $100 million $92 million 
Reported Basic EPS $0.58 $0.54 
Reported Diluted EPS $0.56 $0.52 
Source: Company Reports, Beacon Securities  

 
Segmented Results       
 
The Terasen Gas companies reported strong earnings of $73 million, up from earnings of $58 
million reported in Q1 2009. Earnings benefited from the increase in allowed ROEs, effective 
July 1, 2009. TGI’s ROE was set at 9.5%, up from 8.47%. The BCUC decided the premium 
should be 50bp for both TGVI and TGW (ROE of 10%). Earnings were also boosted by an 
increase in the equity component for TGI from 35% to 40%, effective January 1, 2010. Lower 
finance charges also lifted earnings. Terasen earnings were higher than we expected as we 
underestimated the impact of the ROE decision on Q1 earnings, and overestimated finance 
charges. This was partially offset by higher operating expenses and increased amortization 
costs.  
 
FortisAlberta reported earnings of $14 million, an increase of 17% from the $12 million in Q1 
2009. FortisAlberta gained on higher rates, a positive ROE decision, and customer growth. 
Earnings were boosted by an increase in allowed ROE to 9.0% from the interim rate of 8.51%, 
and an increase in equity thickness from 37% to 41%. FortisAlberta also benefited from 
customer growth. These contributions to earnings were partially offset by higher operating 
expenses, amortization costs, and finance charges. While FortisAlberta showed positive 
earnings growth, results were lower than we had forecast partially due to financing charges 
coming in higher than we expected.  
 
FortisBC reported Q1 earnings of $14 million, in line with the same period last year. The impact 
of increased electricity rates was offset by higher financing expenses associated with a 
significant investment in capital expenditures and lower energy sales.  Effective January 1, 
2010, the allowed ROE increased to 9.90% from 8.87%. 
 
Newfoundland Power reported Q1 2010 earnings of $7 million, up 17% from $6 million in Q1 
2009. Higher rates and increased sales were offset by higher costs associated with pensions, 
wages, and severance, in addition to increased financing costs.  
 
Q1 earnings from Other Canadian Electric Utilities were flat at $5 million, compared to Q1 
2009.   
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Regulated Electric Utilities-Caribbean earnings decreased 33% year-over-year to $4 million. 
This was in line with our expectations. An unfavourable foreign currency translation hampered 
earnings in Q1 2010, plus Fortis Turks and Caicos incurred a one-time gain of $1 million in Q1 
2009. Excluding these impacts, earnings were flat year-over-year. Earnings were supported by 
higher sales and a rate increase at CUC, which was offset by increased financing charges.  
 
Q1 earnings from Fortis Generation were $2 million, down from $6 million in the same period 
last year, weaker than we had expected. Earnings from Fortis Generation were lower, due to the 
expiration of the 75 MW Rankine rights in Ontario, which expired in April 2009 (we had factored 
into our estimates). Earnings were also hampered by lower production in Belize, due to lower 
rainfall, which we had not forecast. The 19-MW Vaca hydroelectric generating facility was 
commissioned in March 2010.  
 
Fortis Properties earnings were flat year-over-year at $2 million. Contributions from the Real 
Estate division, the Holiday Inn Select Windsor, and hotel operations in Atlantic Canada were 
offset by lower hotel occupancies at the western Canadian hotels. We continue to expect hotel 
occupancies at Fortis Properties will be lower for the remainder of 2010.  
 
Corporate expenses were higher year-over-year at $21 million in Q1 2010, up from $17 million 
in Q1 2009, largely due to higher preference share dividends from the issuance of First 
Preference Shares, Series H in January 2010. Higher than expected finance charges also 
increased Corporate expenses.  
 
Exhibit 2. Segmented Results Summary 
 Q1 2010 Earnings 

(C$ Milllions) 
Q1 2009 Earnings 

(C$ Milllions) 
Terasen Gas Companies  $73 $58 
FortisAlberta 14 12 
FortisBC 14 14 
Newfoundland Power 7 6 
Other Canadian 5 5 
Caribbean 4 6 
Fortis Generation 2 6 
Fortis Properties 2 2 
Corporate -21 -17 
Total  $100 $92 
Source: Company Reports 
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Forecast & Outlook 
 
We have lowered our estimates due to weakness in the Fortis Generation earnings. We are 
forecasting the low production levels from Belize will persist into Q2. The Vaca facility is now 
operational, which should help support Fortis Generation in H2 2010. We have also factored in 
higher financing charges from FortisAlberta and the Corporate segment. This has been partially 
offset by an increase in our Terasen estimates to reflect stronger than expected Q1 results. As 
demonstrated in Exhibit 3, we are decreasing our 2010 basic EPS estimate from $1.71 to 
$1.65 per share. Our 2011 EPS is dropping from $1.82 to $1.76 per share.  
 
Exhibit 3. Beacon Securities’ Forecast 
  2010E 2011E 
($C Millions except per share data) New  Previous New  Previous 
EBITDA $1,165 $1,154 $1,217 $1,198 
Net Income $283 $292 $303 $311 
EPS (basic) $1.65 $1.71 $1.76 $1.82 
EPS (diluted) $1.62 $1.68 $1.72 $1.78 
         
Cash Flow  $729 $708 $769 $740 
CFPS (basic) $4.25 $4.14 $4.48 $4.33 

Source: Beacon Securities, Bloomberg 
 
Total debt was $5.7 billion at the end of Q1 2010. Management expect long-term debt maturities 
and repayments to average approximately $280 million annually over the next five years. The 
Company had consolidated credit facilities of $2.2 billion, with $1.6 billion unused as of March 
31, 2010. The FortisBC and Maritime Electric credit facilities that were due to mature in May 
2010 and March 2010, respectively, were extended for another year (combined equal $150 
million).  
 
Exhibit 4. Beacon Securities’ Segmented 2010 Forecast 

  
Segmented 
Earnings 

($C Millions) 2009A 2010E 
Regulated Gas Utilities - Canadian $117 $129 
Regulated Electric Utilities - Canadian $149 $166 
Regulated Electric Utilities - Caribbean $27 $27 
Non-Regulated - Fortis Generation  $16 $17 
Non- Regulated - Fortis Properties $24 $24 
Corporate and Other -$71 -$81 

Net Earnings Applicable to Common 
Shareholders $262 $283 

Source: Beacon Securities, Bloomberg, Company Reports 
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Valuation and Recommendation 
 
Despite the decrease to our estimates, we are increasing our 12-month target price to $31.25 
from $30.50 per share, but maintaining our HOLD recommendation. We are adjusting our 
price target to now reflect F2011 estimates. Our valuation is based on analysis of P/E and 
EV/EBITDA multiples and our dividend discount model. Our target equates to 17.8x 2011E EPS 
and 9.8x 2011E EV/EBITDA. The dividend currently yields 4.0%.  
 
Fortis’ focus on organic growth and capital investment will continue to drive earnings growth, in 
our opinion. Capital expenditures of $5 billion are planned over the next five years. 
Approximately 27% of that spending is allocated toward growing the Regulated Gas operations, 
70% toward the Regulated Electric utilities (primarily FortisAlberta and FortisBC), and 3% toward 
the Non-Regulated operations. Gross capital expenditures for 2010 are forecast at $1.1 billion 
(with $188 million incurred in Q1). In the long-term, we also expect further growth to also come 
from acquisitions. Acquisition opportunities exist, in both gas and electric utilities, particularly in 
the U.S. We are encouraged by Fortis’ ability to continually grow its rate base, while maintaining 
its stability.   
 
 
Key Risks 
 
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
 
• International Risk – With operations in Belize, the Cayman Islands, and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
 
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues. 

 
• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 

yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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Ending
Q1 2010 # Stocks Distribution

BUY 9 40.9%
Spec. Buy 3 13.6%
HOLD 8 36.4%
SELL 1 4.5%
Restricted 1 4.5%
Total 22 100.0%
*as of quarter end

 

BUY Total 12-month return expected to be >15%

SPECULATIVE BUY Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative
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Highlights 
 

• Fortis reported Q4 results that were slightly weaker than 
expected. Q4 2009 earnings were $81 million, or $0.48 per 
share, compared to $76 million, or $0.48 per share, reported 
in Q4 2008. Q4 2009 EPS was 4% lower than our estimate 
of $0.50. Results benefited from an approximate $10 million 
cumulative retroactive impact from the increase in allowed 
ROEs for 2009 at FortisAlberta and Terasen Gas, in addition 
to the increased equity component at FortisAlberta. This was 
partially offset by costs of approximately $5 million (after-tax) 
associated with the conversion of Whistler customer appli-
ances from propane to natural gas.   

 

• We have lowered our Caribbean forecasts to reflect a 
weaker U.S. dollar for 2010. We have also lowered our esti-
mates for FortisBC and Fortis Generation, as we believe we 
overestimated the impact of the ROE decision and Vaca 
generating facility, respectively, on 2010 earnings. Our 2010 
EPS estimate is decreasing slightly (2%) from $1.75 to 
$1.71. We are introducing our 2011 estimates.  

 

• We are maintaining our 12-month target price of $30.50 
and our HOLD recommendation.  Our target equates to 
17.8x 2010E EPS and 10.2x 2010E EV/EBITDA. Including 
dividends, there is a potential return of approximately 14% 
over the next year, which justifies our HOLD rating. As a 
whole, we view the outcomes of the recent ROE decisions 
as positive. Contributions from the combined ROE decisions 
fortified Fortis’ ability to increase its annual dividend 7.7%, 
and will contribute to further earnings growth. We are en-
couraged by Fortis’ focus on organic growth, the increased 
returns from the ROE decisions, and its ability to select and 
integrate accretive acquisition opportunities.  

F O R T I S  I N C .       

 
 

FTS-TSX 
February 5, 2010 

Stock Rating: HOLD (unchanged) 
    Target Price: $30.50 (unchanged) 

Closing Price (02/04/10) $27.76 
52 Week Range: $21.52-$29.24 

*Please view the disclaimer at the end of this report 

 

Company Description 
Fortis Inc. is Canada’s largest investor-owned dis-
tribution utility, with more than two million gas and 
electricity customers. The Company is headquar-
tered in St. John’s, NL. Its main focus is the owner-
ship and operation of regulated utilities, with opera-
tions in five provinces and three Caribbean coun-
tries. Fortis also owns and operates non-regulated 
generation assets and commercial real estate and 
hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

 

Change in Basic EPS Forecasts 
2010E: was $1.75 

2011E: new 

Neutral Q4 - 2010 to Benefit from ROE Decisions   

(C$ Millions except per share data, December Year End)

2009A 2010E 2011E

EPS (basic) $1.54 $1.71 $1.82

EPS (fd) $1.51 $1.68 $1.78

CFPS (basic) $3.96 $4.14 $4.33

P/E 18.0 x 16.2 x 15.2 x

P/CF 7.0 x 6.7 x 6.4 x

Shares O/S (basic) 170.9

Shares O/S (fd) 184.8

Mkt. Cap. $4,744.2

Net Debt/Total Cap. 62.2%

BVPS $18.65

Price/Book Value 1.5 x

Dividend $1.12

Dividend Yield 4.0%

ROE 8.4%
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Q4 2009 Results 
 
Fortis Inc. reported Q4 earnings that were slightly weaker than we expected. Q4 2009 
earnings were $81 million, or $0.48 per share, compared to $76 million, or $0.48 per share, 
reported in Q4 2008. Q4 2009 EPS was 4% lower than our estimate of $0.50 per share, and 8% 
lower than the consensus estimate of $0.52. Q4 2009 results benefited from an approximate $10 
million cumulative retroactive impact from the increase in allowed ROEs for 2009 at FortisAlberta 
and Terasen Gas, in addition to the increased equity component at FortisAlberta. This was 
partially offset by costs of approximately $5 million (after-tax) associated with the conversion of 
Whistler customer appliances from propane to natural gas. The Company is seeking regulatory 
approval to have the additional conversion costs included in rate base. Excluding the costs of 
the Whistler Conversion Project, Q4 2009 earnings were $86 million, or $0.50 per share, inline 
with our estimates.  
 
Earnings for 2009 were $262 million, up from $245 million in 2008. EPS for 2009 was $1.54, 
compared to $1.56 in 2008. Excluding the costs of the Whistler Conversion Project, 2009 
earnings were $267 million, or $1.56.  
 
Exhibit 1. Results Summary (in Canadian dollars) 
 Q4 2009 Q4 2008 2009 
Net Earnings Applicable to Common Shares $81 million $76 million $262 million 
Reported Basic EPS $0.48 $0.48 $1.54 
Reported Diluted EPS $0.46 $0.46 $1.51 
Source: Company Reports, Beacon Securities  

 
Segmented Results       
 
The Terasen Gas companies reported earnings of $48 million, slightly lower than our estimates, 
but up from earnings of $47 million reported in Q4 2008. The lower than expected earnings are 
the result of costs related to the Whistler Pipeline Conversion Project, partially offset by lower 
than expected energy supply costs. Earnings benefited from the increase in allowed ROEs, 
effective July 1, 2009. TGI’s ROE was set at 9.5%, up from the current 8.47%. The BCUC 
decided the premium should be 50bp for both TGVI and TGW (ROE of 10%). Earnings would 
have been $53 million in Q4 2009, excluding the costs of the conversion of Whistler appliances 
from propane to natural gas.  
 
FortisAlberta reported earnings of $15 million, an increase of 36% from the $11 million reported 
in Q4 2008. Earnings were supported by increased rates, in addition to customer and load 
growth. Earnings were also boosted by an increase in allowed ROE for 2009 to 9.0% from the 
interim rate of 8.51%, and an increase in equity thickness from 37% to 41%. These contributions 
to earnings were partially offset by higher amortization costs and finance charges.  
 
FortisBC reported Q4 2009 earnings of $8 million, up 14% from $7 million in Q4 2008. The 
impact of customer growth and increased electricity rates was offset by higher operating costs, 
in addition to increased financing expenses associated with a significant investment in capital 
expenditures.   
 
Newfoundland Power reported Q4 2009 earnings of $8 million, in line with Q4 2008. Increased 
electricity sales were offset by higher demand charges from Newfoundland and Labrador Hydro, 
increased operating expenses, and higher financing costs.  
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Quarterly earnings from Other Canadian Electric Utilities were $6 million, in an increase from 
$3 million in Q4 2008. FortisOntario benefited from a one-time $3 million corporate tax 
adjustment.  
 
Regulated Electric Utilities-Caribbean earnings decreased 13% year-over-year to $7 million. 
The drop is the result of two additional months of contributions from Caribbean Utilities in 2008 
(when CUC changed its year-end). An unfavourable foreign currency translation also decreased 
earnings. Excluding these impacts, earnings were $2 million higher year-over-year. Earnings 
were supported by lower depreciation expense at Fortis Turks and Caicos, in addition to higher 
sales and a rate increase at CUC. We are expecting relatively flat sales growth from the 
Caribbean in 2010, due to the impact of economic weakness on tourism.  
 
Earnings from Fortis Generation were $3 million in Q4 2009, down from $8 million the same 
period last year. Earnings from Fortis Generation were lower in Q4, due to the expiration of the 
75 MW Rankine rights in Ontario, which expired in April 2009. This had previously been factored 
into our estimates. Earnings were once again hampered by lower wholesale market energy 
prices in Upper New York State. Lower production in Belize and Upper New York State also 
hindered earnings.  
 
The 19-MW Vaca hydroelectric generating facility is expected to be completed by the end of 
February 2010. Fortis is not planning any further investment in Belize at this time, due the 
changes in electricity legislation by the Public Utilities Commission in Belize. An update on the 
court appeal is expected in H1 2010.  
 
Fortis Properties earnings rose 25% year-over-year to $5 million. Contributions from the Real 
Estate division and newly acquired hotels were offset by lower hotel occupancies at the 
remaining hotels. We continue to expect hotel occupancies at Fortis Properties will be lower for 
the remainder of 2010.  
 
Exhibit 2. Segmented Results Summary 
 Q4 2009 Earnings 

(C$ Milllions) 
Q4 2008 Earnings 

(C$ Milllions) 
Terasen Gas Companies  48 47 
FortisAlberta 15 11 
FortisBC 8 7 
Newfoundland Power 8 8 
Other Canadian 6 3 
Caribbean 7 8 
Fortis Generation 3 8 
Fortis Properties 5 4 
Corporate -19 -20 
Total  81 76 
Source: Company Reports 

 
Gross capital expenditures were approximately $1 billion for 2009, of which 75% was directed 
towards the Western Canadian utilities. Gross capital expenditures for 2010 are forecast at $1.1 
billion. Future organic growth will come from major projects such as the $200 million LNG 
storage facility at Terasen Gas, the $155 million Automated Meter Infrastructure Project at 
FortisAlberta, and FortisBC’s $110 million Okanagan Transmission Reinforcement Project.  
 



Fortis Inc.                                                                                                            February 5, 2010 

                                                                                                                                                        Sarah Chiasson, MBA                              
902.425.6654                            

schiasson@beaconsecurities.ca 
 
 

4

Forecast & Outlook 
 
We have further lowered our Caribbean forecasts to reflect a weaker U.S. dollar for 2010 (based 
on Bloomberg consensus). We have also lowered our 2010 estimates for FortisBC and Fortis 
Generation, as we believe we overestimated the impact of the ROE decision and Vaca 
generating facility, respectively, on 2010 earnings. As demonstrated in Exhibit 3, we are 
decreasing our 2010 EPS estimate slightly (2%) from $1.75 to $1.71.  
 
We are now introducing our 2011 estimates. The outcomes of the ROE decisions should 
continue to benefit earnings in 2011; however, there is some uncertainty as we await further 
regulatory decisions. Earnings from FortisAlberta are uncertain, as the AUC plans to re-examine 
the ROE in 2011 and determine whether an ROE-adjustment formula should be adopted. 
FortisAlberta’s ROE of 9.0% will be in place on an interim basis for 2011. In regards to Terasen, 
the BCUC decided that the automatic adjustment mechanism that was used to determine ROE 
would be eliminated. It directed TGI to complete its study of alternative formulae and report to 
the Commission by December 31, 2010. TGI’s 9.5% ROE will apply until further review. 
Furthermore, where Newfoundland Power received such a small boost in ROE (from 8.95% to 
9.0%), we expect the utility to look for a further increase.  
 
Exhibit 3. Beacon Securities’ Forecast 
  2010E 2011E 
($C Millions except per share data) New  Previous New  
EBITDA $1,154 $1,192 $1,198 
Net Income $292 $298 $311 
EPS (basic) $1.71 $1.75 $1.82 
EPS (diluted) $1.68 $1.71 $1.78 
       
Cash Flow  $708 $717 $740 
CFPS (basic) $4.14 $4.20 $4.33 

Source: Beacon Securities, Bloomberg 
 
Total debt equalled $5.9 billion at the end of Q4 2009. Management expect long-term debt 
maturities and repayments to average approximately $230 million annually over the next five 
years. The Company had consolidated credit facilities of $2.2 billion, with $1.4 billion unused as 
of December 31, 2009. A FortisBC and a Maritime Electric credit facility are due to mature in 
May 2010 and March 2010, respectively. Combined, these facilities total $150 million. Fortis 
expects these facilities will be extended for another year. Fortis continues to have strong access 
to capital markets, having raised approximately $1.3 billion since December 2008.  
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Exhibit 4. Beacon Securities’ Segmented 2010 Forecast 

  
Segmented 

Earnings 
($C Millions) 2009A 2010E 
Regulated Gas Utilities - Canadian $117 $127 
Regulated Electric Utilities - Canadian $149 $173 
Regulated Electric Utilities - Caribbean $27 $27 
Non - Regulated - Fortis Generation  $16 $18 
Non - Regulated - Fortis Properties $24 $24 
Corporate and Other -$71 -$76 

Net Earnings Applicable to Common 
Shareholders $262 $292 

Source: Beacon Securities, Bloomberg, Company Reports 
 
Valuation and Recommendation 
 
We are maintaining our 12-month target price of $30.50 and our HOLD recommendation.  
Our valuation is based on analysis of P/E and EV/EBITDA multiples and our dividend discount 
model. Our target equates to 17.8x 2010E EPS and 10.2x 2010E EV/EBITDA. Including 
dividends, there is a potential return of approximately 14% over the next year, which justifies our 
HOLD rating. The dividend currently yields 4.0%.  
 
As a whole, we view the outcomes of the recent ROE decisions as positive. Contributions from 
the combined ROE decisions fortified Fortis’ ability to increase its quarterly dividend 7.7% to 
$0.28 per share, or $1.12 annually. This is the 37th consecutive annual dividend increase. 
  
Fortis continues to demonstrate strong organic growth. Capital expenditures of $5 billion 
are planned over the next five years, which is expected to drive rate base growth at an average 
annual rate of 6-7%. Approximately $3.5 billion is expected to be invested in the Regulated 
Electric Utilities (mostly in Western Canada), approximately $1.35 billion is planned for Terasen 
Gas, and the remaining $0.15 billion has been allocated to Non-Regulated activities.  
 
We are encouraged by Fortis’ focus on organic growth, the increased returns from the ROE 
decisions, and its ability to select and integrate accretive acquisition opportunities. Acquisition 
opportunities exist, in both gas and electric utilities, particularly in the U.S.   
 
Key Risks 
 
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
• International Risk – With operations in Belize, the Cayman Islands, and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues. 

• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 
yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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• Fortis subsidiary, Terasen Gas Inc., announced yesterday 
that it had received the BCUC’s decision on its ROE and 
Capital Structure Application. TGI’s ROE was set at 9.5%, 
effective July 1, 2009, up from the current 8.47%. While an 
increase in ROE is positive, it is not the 11% TGI had re-
quested. The common equity component in capital structure 
increased to 40% (the equity thickness Terasen Gas had 
requested), from 35%, effective from January 1, 2010.  

 

• The BCUC decided that the automatic adjustment mecha-
nism that was used to determine ROE would be eliminated. 
It directed TGI to complete its study of alternative formulae 
and report to the Commission by December 31, 2010. The 
9.5% ROE will apply until further review.  

 

• TGI had requested the new ROE be used in establishing the 
ROE for TGVI and TGW, at a premium of 70bp and 50bp, 
respectively, over TGI’s ROE. The BCUC decided the pre-
mium should be 50bp for both TGVI and TGW (ROE of 
10%), due to a reduction in TGVI’s risk since 2005.    

 

• FortisBC is also impacted by the decision, as TGI will con-
tinue to serve as the benchmark ROE for FortisBC. The 
ROE for FortisBC increased to 9.90% from 8.87%.  

 

• We have adjusted our estimates to reflect the BCUC’s deci-
sion. We are increasing our 2009 EPS estimate from 
$1.54 to $1.56, and our 2010 EPS from $1.61 to $1.75.   

 

• With the increase to our estimates, we are boosting our 
12-month target to $30.50 from $28.50. We are maintain-
ing our HOLD rating. Including dividends, there is a poten-
tial return of approximately 9% over the next year, which jus-
tifies our HOLD rating. Our target equates to 17.4x 2010E 
EPS and 9.7x 2010E EV/EBITDA.  

F O R T I S  I N C .       
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Stock Rating: HOLD (unchanged) 
    Target Price: $30.50 (was $28.50) 
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Company Description 
Fortis Inc. is Canada’s largest investor-owned dis-
tribution utility, with more than two million gas and 
electricity customers. The Company is headquar-
tered in St. John’s, NL. Its main focus is the owner-
ship and operation of regulated utilities, with opera-
tions in five provinces and three Caribbean coun-
tries. Fortis also owns and operates non-regulated 
generation assets and commercial real estate and 
hotel assets.  
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Change in Basic EPS Forecasts 
2009E: was $1.54 
2010E: was $1.61 

Updating Estimates for BCUC Decision - Boosting Target 

(C$ Millions except per share data, December Year End)

2008A 2009E 2010E

EPS (basic) $1.56 $1.56 $1.75

EPS (fd) $1.52 $1.53 $1.71

CFPS (basic) $3.95 $4.03 $4.20

P/E 18.5 x 18.4 x 16.5 x

P/CF 7.3 x 7.2 x 6.9 x

Shares O/S (basic) 170.4

Shares O/S (fd) 171.1

Mkt. Cap. $4,914.3

Net Debt/Total Cap. 61.8%

BVPS $18.16

Price/Book Value 1.6 x

Dividend $1.04

Dividend Yield 3.6%

ROE 8.9%
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Ending
Q3 2009 # Stocks Distribution

BUY 10 43.5%
Spec. Buy 2 8.7%
HOLD 9 39.1%
SELL 2 8.7%
Total 23 100.0%
*as of quarter end

 

BUY Total 12-month return expected to be >15%

SPECULATIVE BUY Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative

 
Dissemination 
Beacon Securities distributes its research products simultaneously, via email, to its authorized client base. All 
research is then available on www.beaconsecurities.ca via login and password. 
 
Analyst Certification 
The Beacon Securities Analyst named on the report hereby certifies that the recommendations and/or opinions 
expressed herein accurately reflect such research analyst’s personal views about the company and securities that are 
the subject of the report; or any other companies mentioned in the report that are also covered by the named analyst.  
In addition, no part of the research analyst’s compensation is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report.  



 

 Beacon Securities Ltd., 1669 Granville Street, Halifax, Nova Scotia, B3J 1X2 
Phone: 902.423.1260 or 1.800.565.1981   www.beaconsecurities.ca 

Highlights 
 

• Fortis reported stronger than expected Q3 results. Q3 
2009 earnings were $36 million, or $0.21 per share, com-
pared to $49 million, or $0.31 per share, in Q3 2008. How-
ever, Q3 2008 benefited from one-time tax reductions of $12 
million. Excluding this impact, Q3 earnings were $1 million 
lower year-over-year. The lower earnings were largely the 
result of the expiration of the 75 MW Rankine rights in On-
tario, which expired in April 2009 and was factored into our 
estimates. Q3 2009 EPS was higher than our estimate of 
$0.19, and inline with the consensus estimate of $0.21. Re-
sults from FortisAlberta were better than our forecasts.  

 

• A decision on FortisAlberta’s Generic Cost of Capital Pro-
ceeding is expected next week (mid-November). Decisions 
on both the Terasen and Newfoundland Power ROE applica-
tions are anticipated by the end of 2009.  

 

• We have adjusted our estimates to reflect stronger than fore-
cast results from FortisAlberta. We have lowered our Carib-
bean forecasts to reflect a weaker U.S. dollar for the remain-
der of 2009 and 2010. We are increasing our 2009 EPS 
estimate from $1.50 to $1.51, and dropping our 2010 
EPS from $1.60 to $1.59.   

 

• We are maintaining our 12-month target price of $28.50 
and our BUY rating.  Our target equates to 17.9x 2010E 
EPS and 9.7x 2010E EV/EBITDA. Including dividends, there 
is a potential return of approximately 15% over the next 
year, which justifies our BUY rating. Fortis’ planned capital 
expenditures of $5 billion over the next five years is ex-
pected to drive rate base growth at a forecasted average 
annual rate of 6-7%.  

F O R T I S  I N C .       
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Company Description 
Fortis Inc. is Canada’s largest investor-owned dis-
tribution utility, with more than two million gas and 
electricity customers. The Company is headquar-
tered in St. John’s, NL. Its main focus is the owner-
ship and operation of regulated utilities, with opera-
tions in five provinces and three Caribbean coun-
tries. Fortis also owns and operates non-regulated 
generation assets and commercial real estate and 
hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

 

Change in Basic EPS Forecasts 
2009E: was $1.50 
2010E: was $1.60 

Stable Structure Produces Solid Q3  

(C$ Millions except per share data, December Year End)

2008A 2009E 2010E

EPS (basic) $1.56 $1.51 $1.59

EPS (fd) $1.52 $1.49 $1.54

CFPS (basic) $3.95 $3.98 $4.04

P/E 16.6 x 17.1 x 16.3 x

P/CF 6.5 x 6.5 x 6.4 x

Shares O/S (basic) 170.4

Shares O/S (fd) 171.1

Mkt. Cap. $4,398.0

Net Debt/Total Cap. 61.8%

BVPS $18.16

Price/Book Value 1.4 x

Dividend $1.04

Dividend Yield 4.0%

ROE 8.4%
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Q3 2009 Results 
 
Fortis Inc. reported stronger than expected Q3 results. Q3 2009 earnings were $36 million, 
or $0.21 per share, compared to $49 million, or $0.31 per share, reported in Q3 2008. Q3 2009 
EPS was higher than our estimate of $0.19 per share, and inline with the consensus estimate of 
$0.21. Q3 2008 benefited from one-time tax reductions of $12 million at Terasen and 
FortisAlberta. Excluding the impact of the tax reductions, Q3 2009 earnings were only $1 million 
lower year-over-year. The lower earnings were largely the result of the expiration of Fortis 
Generation’s 75 MW Rankine rights in Ontario, which expired in April 2009 and was factored into 
our estimates. Performance from FortisAlberta was better than expected, due to higher load and 
customer growth and increased net transmission revenue.  
 
Exhibit 1. Results Summary (in Canadian dollars) 
 Q3 2009 Q3 2008 
Net Earnings Applicable to Common Shares $36 million $49 million 
Reported Basic EPS $0.21 $0.31 
Reported Diluted EPS $0.21 $0.31 
Source: Company Reports, Beacon Securities  

 
Segmented Results       
 
The Terasen Gas companies reported a loss of $3 million, inline with our estimates, and down 
from earnings of $1 million reported in Q3 2008 due to a $5.5 million tax reduction last year. 
Excluding the impact of the tax reduction, earnings were $1.5 million higher year-over-year, 
supported by lower income taxes and higher delivery rates.   
 
A hearing regarding the rate applications for 2010 and 2011 (for both Terasen Gas Inc. and 
Terasen Gas (Vancouver Island) Inc.) was held in September 2009. As part of this rate filing, 
TGI and TGVI were seeking a review of the current generic ROE adjustment mechanism and of 
the deemed equity component of the capital structure. A decision is expected by the end of Q4 
2009.  Terasen is requesting allowed ROE be set at 11% effective July 1, 2009 (from 8.47%). 
TGI requests that the deemed common equity component in its capital structure allowed for rate 
making purposes be increased to 40%, as compared to the current 35%, effective from January 
1, 2010.  
 
FortisAlberta reported earnings of $16 million, which was higher than we had expected, but 
down 6% from the $17 million reported in Q3 2008. Earnings from the same period last year 
benefited from a future income tax recovery of $4.5 million. Excluding this tax recovery, earnings 
were $3.5 million higher, compared to Q3 last year. Earnings were supported by increased rates, 
customer and load growth, and higher net transmission revenue. These contributions to 
earnings were partially offset by higher operating costs, amortization costs, and finance charges.  
 
FortisAlberta is currently involved in a Generic Cost of Capital Proceeding with the AUC, which 
includes reviewing 2009 ROE calculations and capital structures for regulated gas, electric, and 
pipeline utilities in Alberta. A decision on this proceeding is expected next week (mid-
November).  
 
FortisBC reported Q3 2009 earnings of $8 million, in line with Q3 2008. The impact of customer 
growth and increased electricity rates was offset by higher energy supply costs and operating 
costs, in addition to increased amortization and financing expenses associated with a significant 
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investment in capital expenditures.   
 
Newfoundland Power reported Q3 2009 earnings of $7 million, dropping 13% from $8 million in 
Q3 2008, on higher operating and amortization charges. A hearing regarding Newfoundland 
Power’s application with the PUB to set 2010 rates, and review cost of capital, occurred in 
October. A decision is expected by the end of this year. Newfoundland Power is looking to 
increase its allowed ROE from 8.95% to 11%.  
 
Quarterly earnings from Other Canadian Electric Utilities were $5 million, in line with Q3 2008. 
On October 8, 2009, Fortis Ontario announced it had closed the acquisition of Great Lakes 
Power Distribution from Brookfield Renewable Power for approximately $75 million, subject to 
adjustment. Great Lakes Power Distribution has been renamed Algoma Power. Algoma Power 
serves approximately 12,000 customers in the district of Algoma in northern Ontario, and has 
over 1,800km of distribution lines.  
 
We do not expect the purchase of NB Power’s assets by Hydro-Québec will have a significant 
impact on Maritime Electric. Most of Maritime Electric’s power is purchased from NB Power, and 
Fortis expects these contracts will remain honoured. We do not foresee the sale of Maritime 
Electric to Hydro-Quebec at this time, and Fortis has not had any recent discussions with the 
Québec utility.   
 
Regulated Electric Utilities-Caribbean earnings were flat year-over-year at $7 million. The 
favourable foreign currency translation, higher sales, and the rate increase at CUC, were offset 
by higher operating expenses and amortization costs.  
 
Belize Electricity’s energy supply from CFE of Mexico continued to be reduced in Q3, due to 
repairs on some of CFE’s generating plants. As a result, Belize has increased its purchases from 
emergency sources, which comes at a higher cost. BEL also increased its use of in-house 
generation, with little reserve capacity remaining available. Any energy supply cost increases 
incurred as a result should be flowed through rates. The 19-MW Vaca hydroelectric generating 
facility is expected to be completed the beginning of 2010, which will assist in meeting demand.  
 
Earnings from Fortis Generation were $4 million in Q3 2009, down from $9 million the same 
period last year. Earnings from Fortis Generation were lower in Q3, due to the expiration of the 
75 MW Rankine rights in Ontario, which expired in April 2009. This had previously been factored 
into our estimates. For the third quarter in a row, earnings were hampered by lower wholesale 
market energy prices in Upper New York State.   
 
Fortis Properties earnings were flat year-over-year at $9 million. Contributions from the Real 
Estate division and newly acquired hotels were offset by lower hotel occupancies at the 
remaining hotels. We expect hotel occupancies at Fortis Properties will be lower for the 
remainder of 2009 and 2010.  
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Exhibit 2. Segmented Results Summary 
 Q3 2009 Earnings 

(C$ Milllions) 
Q3 2008 Earnings 

(C$ Milllions) 
Terasen Gas Companies  -3 1 
FortisAlberta 16 17 
FortisBC 8 8 
Newfoundland Power 7 8 
Other Canadian 5 5 
Caribbean 7 7 
Fortis Generation 4 9 
Fortis Properties 9 9 
Corporate -17 -15 
Total  36 49 
Source: Company Reports 

 
Gross capital expenditures were $763 million for the first nine months of 2009. Gross capital 
expenditures for 2009 are forecast at over $1 billion. Future organic growth will come from major 
projects such as the $200 million LNG storage facility at Terasen Gas, the $168 million 
Automated Meter Infrastructure Project at FortisAlberta, and FortisBC’s $110 million Okanagan 
Transmission Reinforcement Project.  
 
Forecast & Outlook 
 
We have adjusted our estimates to reflect stronger than forecast results from FortisAlberta. We 
have lowered our Caribbean forecasts to reflect a weaker U.S. dollar for the remainder of 2009 
and 2010 (based on Bloomberg consensus). As demonstrated in Exhibit 3, we are increasing 
our 2009 EPS estimate from $1.50 to $1.51, and dropping our 2010 EPS from $1.60 to 
$1.59.  
 
Exhibit 3. Beacon Securities’ Forecast 
  2009E 2010E 
($C Millions except per share data) New  Previous New  Previous 
EBITDA $1,087 $1,086 $1,159 $1,161 
Net Income $258 $255 $271 $272 
EPS (basic) $1.51 $1.50 $1.59 $1.60 
EPS (diluted) $1.49 $1.47 $1.54 $1.55 
          
Cash Flow  $678 $670 $690 $701 
CFPS (basic) $3.98 $3.94 $4.04 $4.12 

Source: Beacon Securities, Bloomberg 
 
Long-term debt totalled $5.4 billion, as of the end of Q3 2009. Management expect long-term 
debt maturities and repayments to average approximately $157 million annually over the next 
five years. The Company had consolidated credit facilities of $2.2 billion, with $1.6 billion unused 
as of September 30, 2009, which will provide necessary flexibility. Fortis continues to have 
strong access to capital markets, having raised more than $700 million of long-term debt year-to-
date.  
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Valuation and Recommendation 
 
We are maintaining our 12-month target price of $28.50 and our BUY recommendation.  
Our valuation is based on analysis of P/E and EV/EBITDA multiples and our dividend discount 
model. Our target equates to 17.9x 2010E EPS and 9.7x 2010E EV/EBITDA. Including 
dividends, there is a potential return of approximately 15% over the next year, which justifies our 
BUY rating. The dividend currently yields 4.0%. Fortis has 36 years of consecutive dividend 
increases, and we expect another dividend increase to be announced next month.  
 
Fortis remains a quality company with sustainable dividend growth, continuous investment in 
rate base, and stable earnings through its Regulated Utilities. We view this blue-chip company 
as a lower risk investment for investors looking for a defensive stock during periods of market 
volatility. In addition to stability, Fortis continues to grow organically, with planned capital 
expenditures of $5 billion expected over the next five years, which is expected to drive rate base 
growth at an average annual rate of 6-7%. Furthermore, acquisition opportunities exist, in both 
gas and electric utilities, particularly in the U.S.   
 
Key Risks 
 
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
 
• International Risk – With operations in Belize, the Cayman Islands, and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
 
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues. 

 
• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 

yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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Q3 2009 # Stocks Distribution
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Spec. Buy 2 8.7%
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BUY Total 12-month return expected to be >15%

SPECULATIVE BUY Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 
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Highlights 
 
 

• FortisAlberta, a subsidiary of Fortis Inc., has received the 
AUC’s decision on the 2009 Generic Cost of Capital pro-
ceeding. The AUC has discontinued its annual adjustment  
formula for establishing generic ROE. The AUC set the 2009 
and 2010 generic ROE at 9.0% for all Alberta utilities. This is 
higher than the 8.61% the former adjustment formula would 
have provided and FortisAlberta’s 2009 interim rate of 
8.51%. For FortisAlberta, the deemed common equity level 
of rate base was set at 41%, up from 37%. The AUC stated 
this was a “fair return”, and was warranted to address the 
impact of the credit crunch. On its own, the increase in ROE 
would not have a significant impact. However, we view the 
increases to ROE and equity thickness, combined, as 
positive.  

 

• The ROE of 9.0% will be in place on an interim basis for 
2011. The AUC plans to re-examine the ROE in 2011 and 
determine whether an ROE-adjustment formula should be 
adopted. Therefore, there is uncertainty in the ROE level for 
post 2010.  

 

• We have adjusted our estimates to reflect the AUC’s deci-
sion. We are expecting a boost in earnings of  $4 million in 
2009. We are increasing our 2009 EPS estimate from 
$1.51 to $1.54, and our 2010 EPS from $1.59 to $1.61.   

 

• We are maintaining our 12-month target price of $28.50. 
Given the recent rise in share price, we are lowering our 
recommendation to HOLD from BUY. Including dividends, 
there is a potential return of approximately 11% over the 
next year, which justifies our HOLD rating. Our target 
equates to 17.7x 2010E EPS and 9.7x 2010E EV/EBITDA.  

F O R T I S  I N C .       

 
 

FTS-TSX 
November 17, 2009 

Stock Rating: HOLD (was BUY) 
    Target Price: $28.50 (unchanged) 

Closing Price (11/16/09) $26.55 
52 Week Range: $21.52-$28.00 

*Please view the disclaimer at the end of this report 

 

Company Description 
Fortis Inc. is Canada’s largest investor-owned dis-
tribution utility, with more than two million gas and 
electricity customers. The Company is headquar-
tered in St. John’s, NL. Its main focus is the owner-
ship and operation of regulated utilities, with opera-
tions in five provinces and three Caribbean coun-
tries. Fortis also owns and operates non-regulated 
generation assets and commercial real estate and 
hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

 

Change in Basic EPS Forecasts 
2009E: was $1.51 
2010E: was $1.59 

Updating Estimates for AUC Decision - Downgrading to HOLD 

(C$ Millions except per share data, December Year End)

2008A 2009E 2010E

EPS (basic) $1.56 $1.54 $1.61

EPS (fd) $1.52 $1.51 $1.57

CFPS (basic) $3.95 $4.01 $4.07

P/E 17.1 x 17.3 x 16.4 x

P/CF 6.7 x 6.6 x 6.5 x

Shares O/S (basic) 170.4

Shares O/S (fd) 171.1

Mkt. Cap. $4,524.1

Net Debt/Total Cap. 61.8%

BVPS $18.16

Price/Book Value 1.5 x

Dividend $1.04

Dividend Yield 3.9%

ROE 8.4%
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Disclaimer 
Disclosure Requirements 

Does Beacon, or its affiliates or analysts collectively, beneficially own 1% or more of any class of the issuer's equity 
securities?   Yes    No 

Does the analyst who prepared this research report hold any of the issuer’s securities?  Yes    No 

Does Beacon Securities beneficially own more than 1% of equity securities of the issuer?  Yes    No  

Has any director, partner, or officer of Beacon Securities, or the analyst involved in the preparation of the research 
report, received remuneration for any services provided to the securities issuer during the preceding 12 months? 

 Yes    No  

Has Beacon Securities performed investment banking services in the past 12 months and received compensation for 
investment banking services for this issuer in the past 12 months?  Yes    No 

Was the analyst who prepared this research report compensated from revenues generated solely by the Beacon 
Securities Investment Banking Department?  Yes    No 

Does any director, officer, or employee of Beacon Securities serve as a director, officer, or in any advisory capacity to 
the issuer?   Yes    No 

Are there any material conflicts of interest with Beacon Securities or the analyst who prepared the report and the 
issuer?   Yes    No 

Is Beacon Securities a market maker in the equity of the issuer?  Yes    No 

Has the analyst visited the head office of the issuer and viewed its operations in a limited context?  Yes    No 

Did the issuer pay for or reimburse the analyst for the travel expenses?  Yes    No 

Beacon analysts are not permitted to own the securities they cover, but may own securities covered by other 
members of the research team, subject to blackout conditions. 

All information contained herein has been collected and compiled by Beacon Securities Limited, an independently 
owned and operated member of the IIROC. All facts and statistical data have been obtained or ascertained from 
sources, which we believe to be reliable, but are not warranted as accurate or complete.   

All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change 
without notice. Beacon Securities Limited takes no responsibility for any errors or omissions contained herein, and 
accepts no legal responsibility from any losses resulting from investment decisions based on the content of this report.   

This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or sell 
securities discussed herein.  Based on their volatility, income structure, or eligibility for sale, the securities mentioned 
herein may not be suitable or available for all investors in all countries.    

Ending
Q3 2009 # Stocks Distribution

BUY 10 43.5%
Spec. Buy 2 8.7%
HOLD 9 39.1%
SELL 2 8.7%
Total 23 100.0%
*as of quarter end

 

BUY Total 12-month return expected to be >15%

SPECULATIVE BUY Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative
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Beacon Securities distributes its research products simultaneously, via email, to its authorized client base. All 
research is then available on www.beaconsecurities.ca via login and password. 
 
Analyst Certification 
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the subject of the report; or any other companies mentioned in the report that are also covered by the named analyst.  
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Highlights 

• Fortis reported stronger than expected Q2 results, with 
earnings of $53 million, or $0.31 per share, compared to $29 
million, or $0.19 per share, reported in Q2 2008. Q2 2009 
EPS was higher than our estimate of $0.26 per share, and 
consensus of $0.27. (Note: The results from Q2 2008 were 
hindered by one-time charges from BEL and FortisOntario. )
Excluding these one-time charges, earnings were up $9 mil-
lion year-over-year. Q2 2009 earnings benefited from strong 
results from FortisAlberta and Terasen. This was partially 
offset by lower earnings from Fortis Generation.  

 

• We are increasing our 2009 EPS estimate from $1.47 to 
$1.50, and our 2010 EPS from $1.53 to $1.60. The favour-
able impact from the strong Q2 results has been partially 
offset by a reduction in our forecasts for the Caribbean op-
erations. We have lowered this forecast to reflect a weaker 
U.S. dollar for the remainder of 2009 and 2010 (based on 
Bloomberg consensus estimates). We have updated our 
2010 estimates for Terasen, FortisAlberta, and Newfound-
land Power to reflect information from the rate applications.  

 

• With an increase in our estimates, we are raising our 12-
month target price from $27.00 to $28.50, and maintain-
ing our BUY rating. Our target equates to 17.8x 2010E 
EPS and 9.6x 2010E EV/EBITDA. Including dividends, there 
is a potential return of approximately 15% over the next 
year, which justifies our BUY rating.  

 

• The solid Q2 results demonstrate Fortis’ stability, even in 
times of economic uncertainty. We believe Fortis is a low 
risk and stable investment. In addition to providing sustain-
able dividend growth and stable earnings through its Regu-
lated Utilities, Fortis offers strong rate base growth.  

F O R T I S  I N C .       

 
 

FTS-TSX 
August 6, 2009 

Stock Rating: BUY (unchanged) 
    Target Price: $28.50 (was $27.00) 

Closing Price (8/5/09) $25.63 
52 Week Range: $20.70-$28.00 

*Please view the disclaimer at the end of this report 

 

Company Description 
Fortis Inc. is Canada’s largest investor-owned dis-
tribution utility, with more than two million gas and 
electricity customers. The Company is headquar-
tered in St. John’s, NL. Its main focus is the owner-
ship and operation of regulated utilities, with opera-
tions in five provinces and three Caribbean coun-
tries. Fortis also owns and operates non-regulated 
generation assets and commercial real estate and 
hotel assets.  

Sarah Chiasson, MBA 
902.425.6654 

schiasson@beaconsecurities.ca 

 

Change in Basic EPS Forecasts 
2009E: was $1.47 
2010E: was $1.53 

Strong Q2 - Demonstrates Stability During Economic Uncertainty 

(C$ Millions except per share data, December Year End)

2008A 2009E 2010E

EPS (basic) $1.56 $1.50 $1.60

EPS (fd) $1.52 $1.47 $1.55

CFPS (basic) $3.95 $3.94 $4.12

P/E 16.5 x 17.1 x 16.0 x

P/CF 6.5 x 6.5 x 6.2 x

Shares O/S (basic) 170.3

Shares O/S (fd) 179.3

Mkt. Cap. $4,364.8

Net Debt/Total Cap. 60.6%

BVPS $18.29

Price/Book Value 1.4 x

Dividend $1.04

Dividend Yield 4.1%

ROE 9.3%
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Q2 2009 Results 
 
Fortis Inc. reported stronger than expected Q2 results. Q2 2009 earnings were $53 million, 
or $0.31 per share, compared to $29 million, or $0.19 per share, reported in Q2 2008. Q2 2009 
EPS was higher than our estimate of $0.26 per share, and consensus of $0.27. The results for 
the same period last year were hindered by one-time charges of $15 million from Belize 
Electricity and FortisOntario. Excluding these one-time charges, earnings were up $9 
million year-over-year. Q2 2009 earnings benefited from increased contributions from 
FortisAlberta and the Terasen Gas companies. This was partially offset by lower earnings from 
Fortis Generation.  
 
Exhibit 1. Results Summary (in Canadian dollars) 
 Q2 2009 Q2 2008 
Net Earnings Applicable to Common Shares $53 million $29 million 
Reported Basic EPS $0.31 $0.19 
Reported Diluted EPS $0.31 $0.18 
Cash Flow from Operations $275 million $232 million 
Source: Company Reports, Beacon Securities  

 
Segmented Results       
 
The Terasen Gas companies reported Q2 earnings of $14 million, up 17% from earnings of $12 
million reported in Q2 2008. Earnings were boosted by lower income taxes and finance charges. 
This was partially offset by higher amortization charges.  
 
Rate applications for 2010 and 2011 were filed with the BCUC by both Terasen Gas Inc. (TGI) 
and Terasen Gas (Vancouver Island) Inc. (TGVI) in Q2. As part of this rate filing, TGI and TGVI 
are seeking a review of the current generic ROE adjustment mechanism and of the deemed 
equity component of the capital structure. A hearing is set for the end of September, 2009, and a 
decision is expected by Q4 2009 or Q1 2010.  Terasen is requesting an ROE be set at 11% 
effective July 1, 2009 (from 8.47%). TGI requests that the deemed common equity component in 
its capital structure allowed for rate making purposes be increased to 40%, as compared to the 
current 35%, effective from January 1, 2010. In regards to TGVI and TGW, it is asking for 
elimination of the ROE formula and continuation of the utility specific risk premium of TGVI 
(70bp) and TGW (50bp) be applied to the new benchmark ROE, effective July 1, 2009.  
 
FortisAlberta reported earnings of $17 million, a jump from $7 million in earnings reported in Q2 
2008, and significantly higher than we had expected. Earnings benefited from a corporate tax 
recovery and growth in electrical infrastructure investment. These contributions to earnings were 
partially offset by higher amortization costs and finance charges, which we had expected and 
continue to forecast going forward.  
 
FortisAlberta is currently involved in a Generic Cost of Capital Proceeding with the AUC, which 
will include reviewing 2009 ROE calculations and capital structures for regulated gas, electric, 
and pipeline utilities in Alberta. The oral hearing occurred in May and June, and a decision on 
this proceeding is expected by the end of 2009. FortisAlberta filed its 2010/2011 Revenue 
Requirements Application in Q2 2009.  
 
FortisBC reported Q2 2009 earnings of $7 million, in line with Q2 2008. FortisBC earnings 
benefited from customer growth and increased electricity rates. This was offset by increases in 
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energy supply costs, and higher amortization and financing expenses associated with a 
significant investment in capital expenditures.   
 
British Columbia has been experiencing an incredibly hot summer. In response to the increased 
demand due to this heat wave, FortisBC has been asking customers to conserve energy when 
possible, and has been reviewing the loading on the system and making adjustments where 
necessary. FortisBC has been accelerating the final phase of the Black Mountain substation 
project to bring it online as quickly as possible. Furthermore, a mobile substation was moved to 
assist in strengthening the Kelowna system.  
 
Newfoundland Power reported Q2 2009 earnings of $11 million, up 10% from $10 million in Q2 
2008, on lower amortization charges and income tax. Newfoundland Power filed an application 
with the PUB to set 2010 rates, and has also requested a cost of capital review. Newfoundland 
Power is looking to increase its allowed ROE from 8.95% to 11%. The hearing is expected to 
occur this fall.  
 
Quarterly earnings from Other Canadian Electric Utilities were $4 million, up from $2 million in 
Q2 2008. Earnings were comparable year-over-year after deducting a $2 million after-tax one-
time charge at FortisOntario, due to a one-time repayment of a $3 million ($2 million after-tax) 
refund to Niagara Mohawk Power Corp (NIMO). 
 
On June 23, 2009, FortisOntario entered into an agreement with Brookfield Renewable Power 
Inc. to purchase Great Lakes Power Distribution Inc. for $68 million (subject to adjustment). 
Great Lakes Power Distribution serves approximately 12,000 customers in the district of Algoma 
in northern Ontario, and has over 1,800km of distribution lines. The transaction is expected to 
close by the end of the year.  
 
Regulated Electric Utilities-Caribbean earnings rose from a loss of $5 million in Q2 2008, to a 
gain of $7 million in Q2 2009. However, earnings from Q2 2008 included a $13 million one-time 
charge related to the June 2008 regulatory rate decision at BEL. Excluding this one-time charge 
and approximately $1 million related to favourable foreign currency translation, earnings were $2 
million lower year-over-year, impacted by the decrease in Belize Electricity’s allowed rate of 
return and increased amortization costs.  
 
On July 22, 2009, Fortis increased its ownership in Caribbean Utilities by approximately 2.7%, 
bringing total ownership to approximately 59.5%. Fortis purchased 768,200 CUC Shares at a 
price of approximately C$8.78 per share.    
 
Belize Electricity’s energy supply from CFE of Mexico has been reduced in the last few months, 
due to repairs on some of CFE’s generating plants. As a result, Belize has increased its 
purchases from emergency sources, which comes at a higher cost. This should be resolved by 
the end of August, and any energy supply cost increases incurred in Q3 as a result should be 
flowed through rates.  
 
Earnings from Fortis Generation were $3 million in Q2 2009, down from $7 million the same 
period last year. Earnings from Fortis Generation were lower in Q2, due to the expiration of the 
75 MW Rankine rights in Ontario, which expired in April 2009. This had previously been factored 
into our estimates. For the second quarter in a row, earnings were hampered by lower wholesale 
market energy prices in both Upper New York State and Ontario.   
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Fortis Properties earnings increased 14% year-over-year from $7 million in Q2 2008 to $8 
million in Q2 2009, due to increased contributions from the Real Estate operations (largely due 
to one-time lease termination fees) and lower operating expenses. This was partially offset by 
lower contributions from the Hospitality segment, due to lower hotel occupancies. We expect 
hotel occupancies at Fortis Properties will be lower for 2009 and 2010.  
 
Exhibit 2. Segmented Results Summary 
 Q2 2009 Earnings 

(C$ Milllions) 
Q2 2008 Earnings 

(C$ Milllions) 
Terasen Gas Companies  14 12 
FortisAlberta 17 7 
FortisBC 7 7 
Newfoundland Power 11 10 
Other Canadian 4 2 
Caribbean 7 -5 
Fortis Generation 3 7 
Fortis Properties 8 7 
Corporate -18 -18 
Source: Company Reports 

 
Gross capital expenditures were $496 million in H1 2009. Gross capital expenditures for 2009 
are forecast at over $1 billion. Future organic growth will come from major projects such as the 
$200 million LNG storage facility at Terasen Gas, the $168 million Automated Meter 
Infrastructure Project at FortisAlberta, and FortisBC’s $110 million Okanagan Transmission 
Reinforcement Project.  
 
Forecast & Outlook 
 
The favourable impact from the strong Q2 results has been partially offset by a reduction in our 
forecasts for the Caribbean operations. We have lowered our Caribbean forecasts to reflect a 
weaker U.S. dollar for the remainder of 2009 and 2010 (based on Bloomberg consensus). We 
updated our 2010 estimates for Terasen, FortisAlberta, and Newfoundland Power to incorporate 
information from the rate applications. As demonstrated in Exhibit 3, we are increasing our 
2009 EPS estimate from $1.47 to $1.50, and our 2010 EPS from $1.53 to $1.60.  
 
Exhibit 3. Beacon Securities’ Forecast 
  2009E 2010E 
($C Millions except per share data) New  Previous New  Previous 
EBITDA $1,086 $1,094 $1,161 $1,133 
Net Income $255 $250 $272 $260 
EPS (basic) $1.50 $1.47 $1.60 $1.53 
EPS (diluted) $1.47 $1.45 $1.55 $1.51 
          
Cash Flow  $670 $645 $701 $662 
CFPS (basic) $3.94 $3.80 $4.12 $3.90 

Source: Beacon Securities, Bloomberg 
 
Long-term debt totalled $5.4 billion, as of the end of Q2 2009. Management expect long-term 
debt maturities and repayments to average approximately $170 million annually over the next 
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five years. The Company had consolidated credit facilities of $2.2 billion, with $1.6 billion unused 
as of June 30, 2009, which will provide necessary flexibility. Fortis and its utilities have raised 
over $600 million in debt in H1 2009. On July 2, 2009, Fortis closed its offering of $200 million of 
6.51% senior unsecured debentures due 2039. The net proceeds are allocated to pay down the 
indebtedness on the credit facility and for general corporate purposes. The funds from this 
debenture offering would bring the total amount unused on the credit facility to $1.8 billion, 
subsequent to Q2.  
 
 
Valuation and Recommendation 
 
With an increase in our estimates, we are raising our 12-month target price from $27.00 to 
$28.50, and maintaining our BUY recommendation.  Our valuation is based on analysis of 
P/E and EV/EBITDA multiples and our dividend discount model. Our target equates to 17.8x 
2010E EPS and 9.6x 2010E EV/EBITDA. Including dividends, there is a potential return of 
approximately 15% over the next year, which justifies our BUY rating. The dividend currently 
yields 4.1%.  
 
The solid Q2 results demonstrate Fortis’ stability, even in times of economic uncertainty. We 
believe Fortis is a low risk and stable investment. In addition to providing sustainable dividend 
growth and stable earnings through its Regulated Utilities, Fortis offers strong rate base growth. 
Its capital expenditures over the next five years are expected to exceed $4.5 billion. This capital 
program is mainly allocated towards the Western Canadian operations and the Caribbean, and 
should continue to drive earnings growth from these areas.  
 
 
Key Risks 
 
• Interest Rate Risk – The capital requirements outlined by the Company will likely require 

additional debt financing.  
 
• International Risk – With operations in Belize, the Cayman Islands, and the Turks and 

Caicos, Fortis is subject to currency risk, sovereign risk, and the risk of hurricanes.  
 
• Regulatory Risk – Regulated assets consist of 92% of Fortis’ total assets, with each of the 

regulated utilities subject to some form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with current regulations and 
proactive measures towards regulatory issues. 

 
• Risk of Fluctuating Bond Yields – The share price of Fortis is inversely related to bond 

yields. Furthermore, lower bond yields may result in Fortis having to lower the rates for 
certain subsidiaries, thereby hampering earnings.   
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Ending
Q2 2009 # Stocks Distribution

BUY 11 52.4%
HOLD 8 38.1%
SELL 2 9.5%
Total 21 100.0%
*as of quarter end

 

BUY Total 12-month return expected to be >15%

SPECULATIVE BUY Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative
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Highlights 
 

 Fortis reported strong Q3/10 results with consolidated 
net earnings attributable to common equity of $45 mil-
lion, or $0.26 per share, compared to $36 million, or 
$0.21 per share in Q3/09.  Results for the quarter were 
boosted by the strong performance of the regulated electric 
utilities in Western Canada, and non-regulated hydroelectric 
generation.   

 FortisAlberta and FortisBC benefited from higher allowed 
ROE and Newfoundland Power improved results by increas-
ing electricity sales.  All three utilities also grew their respec-
tive electrical infrastructure investments helping results fur-
ther.  At the same time, lower transmission revenues, 
weather-related decreases in electricity sales, and higher 
operating expenses due to hurricane damage repairs, held 
back some of those improvements. 

 Fortis Generation was another area of strength in the quarter 
helped by the increased hydroelectric production in Belize.   

 We remain optimistic that management should be able to 
identify and execute an accretive acquisition of an investor-
owned electrical utility in the U.S., but remain uncertain this 
will occur in 2011.   

 We have increased our 2010 EPS estimate to $1.64 from 
$1.62 and we remain comfortable with our 2011 EPS es-
timate of $1.79.  As a result of expanding our P/E multi-
ple to 19.0x, we are raising our 12-month target price to 
$34.00 from $32.00. With the recent significant run up, 
we are reducing our rating to a HOLD on the shares. The 
current dividend yield stands at 3.3%.  

F O R T I S  I N C .   
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Stock Rating: HOLD (was BUY) 
    Target Price: $34.00 (was $32.00)
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*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with more than two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates 
non-regulated generation assets and commercial 
real estate and hotel assets.  

Philip S. Bassil, MBA 
902.425.6654 

pbassil@beaconsecurities.ca 

Change in Basic EPS Forecasts 
2010E: was $1.62 
2011E: unchanged 

Western Canada Leads Strong Q3 Results 

Fortis Inc. 2009A 2010E 2011E

EBITDA $1,065.0 $1,166.6 $1,232.9

EPS (basic) $1.54 $1.68 $1.80

EPS (fd) $1.51 $1.64 $1.79

CFPS (basic) $3.96 $4.29 $4.44

P/E (Basic) 21.8 x 20.0 x 18.7 x

EV/EBITDA 11.5 x 10.5 x 10.0 x

P/CF 8.5 x 7.8 x 7.6 x

Shares O/S (basic) 173.2

Shares O/S (fd) 185.9

Mkt. Cap. (fd) $5,820

Entreprise Value $12,297

Net Debt/Total Cap. 63%

BVPS (basic) $17.19

Price/Book Value 2.0 x

Dividend $1.12

Dividend Yield 3.3%

ROE 9.3%

Fortis Inc.  (FTS-TSX)
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Exhibit 2:  Fortis’ Segmented Q3 Results Summary 
 
Segmented net earnings summary
(in C$ millions, except per share data) Q3/10 Q3/09

y/y % 
change Q2/10

q/q % 
change

Regulated Gas Utilities - Canadian
    Terasen Gas Companies* (9)           (3)           n. m. 17          n.m.
Regulated Electric Utilities - Canadian
     FortisAlberta 19          15          26.7% 17          11.8%
     FortisBC 11          9            22.2% 8            37.5%
     Newfoundland Power 8            7            14.3% 11          -27.3%
     Other Canadian 5            5            0.0% 4            25.0%

43          36          19.4% 40.0       7.5%
Regulated Electric - Caribbean 8            7            14.3% 7            14.3%
Non-Regulated  - Fortis Generation 9            4            125.0% 3            200.0%
Non-Regulated  - Fortis Properties 9            9            0.0% 8            12.5%
Corporate and Other (19)         (17)         11.8% (20)         -5.0%
Operating earnings 41          36          13.9% 55.0       -25.5%
Adjustment 4            1            n.m -         n.m.
Operating earnings per share 45          37          21.6% 55.0       -18.2%
Operating earnings per share - fully diluted $0.24 $0.21 14.3% $0.32 -25.0%
Reported earnings per share - fully diluted $0.26 $0.21 23.8% $0.32 -18.8%  

 
*note: Terasan Gas’ earnings exclude $4 million in approved project overrun reversals by BCUC 
Source: Company reports, Beacon Securities. 

 
Q3 Financial Results 
 
 Fortis Inc. reported strong Q3/10 results with consolidated 

net earnings attributable to common equity of $45 million, 
or $0.26 per share, compared to $36 million, or $0.21 per 
share in Q3/09.  Results for the quarter were boosted by the 
strong performance of the regulated electric utilities in Western 
Canada, and non-regulated hydroelectric generation.  The 
exhibit below details the variances in year-over-year and 
quarter-over-quarter results for each of the Company’s 
segments. 

 
 The Terasen Gas companies reported a loss of $9 million, 

excluding the benefit of $4 million in project overrun reversals 
approved by BCUC.  The Company saw lower demand in the 
seasonally weaker quarter, and was further impacted by 
warmer temperatures in Q3/10.  Terasen also saw higher 
operating and maintenance expenses in the quarter. 

 
 The Canadian regulated electric utilities (primarily 

FortisAlberta, FortisBC and Newfoundland Power) drove most 
of Fortis’ overall results delivering net earnings of $43 million in 
the quarter, $7 million higher than the same period a year ago. 

 
 FortisAlberta reported earnings of $19 million, higher than our 

$17 million expectation, and an improvement of $4 million 
compared to the $15 million in Q3/09.  The improved results at 
the Western Canada utility were primarily driven by higher 
allowed ROE, higher equipment component of total capital 
structure, growth in electrical infrastructure investment and 

Fortis Inc. reported strong 
Q3/10 results with 
consolidated net earnings 
attributable to common 
equity of $45 million, or 
$0.26 per share, compared 
to $36 million, or $0.21 per 
share in Q3/09. 
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growth in customer base.  These were partially offset by lower 
net transmission revenue. 

 
 FortisBC improved its earnings by $2 million compared to 

Q3/09, primarily due to higher allowed ROE, and growth in 
electrical infrastructure investment, partially offset by weather-
related decrease in electricity sales. 

 
 Newfoundland Power also improved its earnings by $1 

compared to Q3/09, primarily due to higher electricity sales 
and growth in electrical infrastructure investment, partially 
offset by higher operating expenses due to hurricane damage 
repairs. 

 
 Regulated Electric Utilities-Caribbean improved earnings by 

$1 million over the same period last year, largely due to the 
deferral of previously expensed business taxes at Belize 
Electricity.  The Company expects to collect these in customer 
rates in the future.    

 
 Earnings from Fortis Generation were $9 million in Q3 2010, 

up $5 million from the same period last year primarily due to 
increased hydroelectric production in Belize. The strength was 
helped by higher rainfall and the commissioning of the Vaca 
hydroelectric generating facility in March 2010, and lower 
finance charges.  

 
 Fortis Properties earnings came at $9 million, flat with the 

same period a year ago. 
 
 Corporate and other expenses came in at $19 million, 

compared to $17 million for the same quarter last year.  The 
increase in dividends associated with the First Preference 
Shares, Series H issued in January 2010 was partially offset by 
lower finance charges.   

 
 Gross capital expenditures were $703 million for the first nine 

months of 2010 compared to $763 million in the same period a 
year ago.  
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Exhibit 2:  Beacon Securities’ Forecast 
 

($C Millions except per share data) New Previous New Previous

EBITDA $1,167 $1,134 $1,233 $1,219

Net Income $290 $286 $311 $309
EPS (basic) $1.68 $1.67 $1.80 $1.80
EPS (diluted) $1.64 $1.62 $1.79 $1.79

Cash Flow $740 $721 $768 $763
CFPS (basic) $4.29 $4.20 $4.44 $4.45

2010E 2011E

 
 

Source: Company reports, Beacon Securities. 

Outlook and Financial Forecast  
 
We have adjusted our estimates to reflect stronger than forecast 
results from FortisAlberta, FortisBC and Newfoundland Power. We 
have tempered our expectation for the Caribbean utilities slightly 
and increase our estimates for Fortis Generation and maintained 
our forecasts for Fortis Properties.  Exhibit 2 shows our updated 
forecast for overall EBITDA, net income and EPS. We are 
increasing our 2010 EPS estimate to $1.64 from $1.62, and 
maintaining our 2011 EPS at $1.79.   
 

Long-term debt totaled $5.4 billion, as of the end of Q3 2010. Fortis 
continues to have strong access to capital markets, to finance its 
future capital programs. We expect gross capital expenditures for 
2010 to be almost $1.1 billion and management expects the 
Company’s capex to reach almost $5.5 billion over the next five 
years, including the work related to the Waneta Expansion Project. 
 
Valuation and Recommendation 
 
We are increasing our 12-month target price $34.00 (was 
$32.00) and reducing our rating to a HOLD recommendation.  
Our valuation is based on analysis of P/E and EV/EBITDA multiples 
and our dividend discount model. Our target equates to 19.0x 
2011E EPS and 10.0x 2011E EV/EBITDA. Including dividends, 
there is a potential return of approximately 4% over the next year, 
which justifies our HOLD rating. The dividend currently yields 3.3%. 
Fortis has a long history of dividend increases, and we expect 
another dividend increase to be announced in the coming months.  
 
We believe management continues to pursue acquisition 
opportunities to assertively add a regulated electric utility in the 
United States to its portfolio.  We have not included any acquisitions 
in our numbers for next year, primarily due to the uncertainty on the 
timing of such an acquisition.  
 
 

We are increasing our 
2010 EPS estimate to 
$1.64 from $1.62.  Our 
2011 EPS remains at 
$1.79  

We are increasing our 
12-month target price to 
$34.00, from $32.00, 
and reducing our rating 
to a HOLD  
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Key Risks 
 
 Interest Rate Risk – The capital requirements outlined by the 

Company will likely require additional debt financing.  
 

 International Risk – With operations in Belize, the Cayman 
Islands, and the Turks and Caicos, Fortis is subject to currency 
risk, sovereign risk, and the risk of hurricanes.  

 
 Regulatory Risk – Regulated assets consist of 92% of Fortis’ 

total assets, with each of the regulated utilities subject to some 
form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with 
current regulations and proactive measures towards regulatory 
issues. 

 
 Risk of Fluctuating Bond Yields – The share price of Fortis 

is inversely related to bond yields. Furthermore, lower bond 
yields may result in Fortis having to lower the rates for certain 
subsidiaries, thereby hampering earnings.   
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BUY Total 12-month return expected to be >15%

SPECULATIVE BUY
Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative

Disclaimer 

Disclosure Requirements 

Does Beacon, or its affiliates or analysts collectively, beneficially own 1% or more of any class of the issuer's 
equity securities?  Yes    No 

Does the analyst who prepared this research report hold any of the issuer’s securities?  Yes    No 

Does Beacon Securities beneficially own more than 1% of equity securities of the issuer?  Yes    No  

Has any director, partner, or officer of Beacon Securities, or the analyst involved in the preparation of the 
research report, received remuneration for any services provided to the securities issuer during the preceding 
12 months? 

 Yes    No  

Has Beacon Securities performed investment banking services in the past 12 months and received 
compensation for investment banking services for this issuer in the past 12 months?  Yes    No 

Was the analyst who prepared this research report compensated from revenues generated solely by the 
Beacon Securities Investment Banking Department?  Yes    No 
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capacity to the issuer?   Yes    No 
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the issuer?   Yes    No 

Is Beacon Securities a market maker in the equity of the issuer?  Yes    No 
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No 

Did the issuer pay for or reimburse the analyst for the travel expenses?  Yes    No 
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All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change 
without notice. Beacon Securities Limited takes no responsibility for any errors or omissions contained herein, 
and accepts no legal responsibility from any losses resulting from investment decisions based on the content of 
this report.   

This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or 
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Ending
Q3 2010 # Stocks Distribution

BUY 10 55.6%
Spec. Buy 3 16.7%
HOLD 5 27.8%
SELL 0 0.0%
Restricted 0 0.0%
Total 18 100.0%
*as of quarter end  
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Highlights 
 

 Fortis reported record annual earnings of $285 million, 
or $1.65 per common share, for the year ended Decem-
ber 31, 2010, compared to $262 million, or $1.54 per 
share, in 2009.   The 8.8% y/y growth in earnings was 
boosted by the strong performance of the regulated electric 
utilities in Canada, and the Company’s non-regulated hy-
droelectric generation segment. 

   
 The Canadian Regulated Electric Utilities (primarily FortisAl-

berta, FortisBC and Newfoundland Power) delivered $164 
million of the year’s overall earnings, a year-over-year im-
provement of more than 10%.  The strong results in that 
segment were helped by an increase in electrical infrastruc-
ture investment and the increase in allowable ROE at For-
tisBC effective January 1, 2010. 

 
 We are confident the Company’s management remains dis-

ciplined and patient in its pursuit of an accretive acquisition 
opportunity to add a regulated utility, in the United States or 
Canada, to its portfolio.   

 
 We are maintaining our 12-month target price of $34.00 

and our HOLD rating on the name.  Our valuation is based 
on analysis of P/E and EV/EBITDA multiples and our divi-
dend discount model. Our target equates to 19.6x 2011E 
EPS and 10.2x 2011E EV/EBITDA. Including dividends, 
there is a potential return of approximately 4% over the next 
year, which justifies our HOLD rating. The shares currently 
yield 3.3%.  

F O R T I S  I N C .   

 

FTS-TSX 
February 11, 2011 

Stock Rating: HOLD (unchanged) 
    Target Price: $34.00 (unchanged) 

Closing Price (10/02/11): $33.81 
52 Week Range: $21.60-35.45 

     

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with more than two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates 
non-regulated generation assets and commercial 
real estate and hotel assets.  

Philip S. Bassil, MBA 
902.425.6654 

pbassil@beaconsecurities.ca 

Change in Basic EPS Forecasts 
2011E: was $1.79 

Reports 11th Consecutive Record Annual Earnings 

Fortis Inc. 2009A 2010A 2011E

EBITDA $1,071.0 $1,150.0 $1,190.9

EPS (basic) $1.54 $1.65 $1.74

EPS (fd) $1.51 $1.62 $1.68

P/E (Basic) 22.0 x 20.5 x 19.5 x

EV/EBITDA 11.3 x 10.5 x 10.2 x

Shares O/S 172.9

Mkt. Cap. $5,846

Entreprise Value $12,118

Net Debt/Total Cap. 63%

BVPS (basic) $19.09

Price/Book Value 1.8 x

Dividend $1.12

Dividend Yield 3.3%
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Exhibit 1:  Results Summary (in Canadian dollars) 

Q4 2010 Q4 2009 2010 2009
Net Earnings Applicable to 
Common Shares ($M)

$85 $81 $285 $262

Reported Basic EPS $0.49 $0.48 $1.65 $1.54
Reported Diluted EPS $0.47 $0.46 $1.62 $1.51  

 
 Source: Company reports, Beacon Securities. 

 
Financial Results 
 
 Fortis Inc. reported record annual results for fiscal 2010 

with consolidated net earnings attributable to common 
equity shareholders of $285 million, or $1.65 per share, 
compared to $262 million, or $1.54 per share, in 2009.  This 
represents the 11th consecutive year of record earnings for the 
Company.  The 8.8% y/y growth in 2010 earnings was 
supported by strength in the Canadian Regulated Utilities and 
non-regulated hydroelectric generation segments, which more 
than offset pressures in the Caribbean Regulated Electric 
Utilities and higher corporate expenses.  Fortis also delivered 
good Q4 results with a 4.9% y/y growth in earnings to reach 
$85 million in the quarter. Below is a summary of the key 
drivers in each of the Company’s businesses. 

 

 The Terasen Gas companies reported an 11% y/y growth in 
earnings to reach $130 million for the year.  However, almost 
$9 million of the $13 million in earnings growth was attributed 
to a reversal of a provision taken in Q4/09 for project cost 
overruns.  The reversal was approved by the regulator.  The 
Company also saw a boost to earnings due to an increase to 
the allowable ROE at Terasen Gas effective July 1, 2009 and 
an increase in the common equity thickness effective January 
1, 2010.   

 
 The Canadian Regulated Electric Utilities (primarily 

FortisAlberta, FortisBC and Newfoundland Power) delivered 
$164 million of the year’s overall earnings, a year-over-year 
improvement of more than 10%.  The strong results in that 
segment were helped by an increase in electrical infrastructure 
investment and the increase in allowable ROE at FortisBC 
effective January 1, 2010.   

 
 FortisAlberta reported 2010 earnings of $68 million, almost 

13% higher than last year’s $60 million.  The improved results 
at the Western Canada utility were primarily driven by higher 
allowed ROE, higher energy deliveries and an increase in 
customers.  These were partially offset by slightly lower than 
average consumption in the residential customer base. 

 
 FortisBC improved its earnings by 14% y/y to reach $42 

million for the year compared to $37 million in 2009.  The 

Fortis Inc. reported a 
4.9% y/y growth in Q4/10 
consolidated net 
earnings attributable to 
common equity of $85 
million, or $0.49 per 
share, compared to $81 
million, or $0.48 per 
share in Q4/09 

The Canadian Regulated 
Electric Utilities 
(primarily FortisAlberta, 
FortisBC and 
Newfoundland Power) 
delivered $164 million of 
the year’s overall 
earnings, a year-over-
year improvement of 
more than 10%   
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Exhibit 2:  Segmented Results (in Canadian dollars) 

Q4 2010 Q4 2009 2010 2009
Terasen Gas Companies $45 $48 $130 $117
FortisAlberta $17 $15 $68 $60
FortisBC $10 $8 $42 $37
Newfoundland Power $9 $8 $35 $32
Other Canadian Electric Utils $5 $7 $19 $20
Regulated Electric Utils - Caribbean $5 $7 $23 $27
Non-Regulated - Fortis Generation $5 $2 $20 $16
Non-Regulated - Fortis Properties $7 $5 $26 $24
Corporate and Other -$18 -$19 -$78 -$71
Total $85 $81 $285 $262  

 
 Source: Company reports, Beacon Securities. 

increase was primarily due to a 6% increase in customer 
electricity rates, effective January 1, 2010, reflecting increased 
allowed ROE of 9.90% for 2010, compared to 8.87% in 2009.  
This was slightly offset by a 3.5% decrease in annual electricity 
sales. 

 
 Newfoundland Power also improved its earnings by more 

than 9% to reach $35 million for the year, compared to $32 
million in 2009.  Customer growth drove the improved results, 
however lower average consumption due to milder 
temperatures and lower activity in the commercial sector offset 
some of that growth. 

 
 Regulated Electric Utilities-Caribbean delivered weaker 

earnings of $23 million for the year, compared to $27 million in 
2009.  This segment was the key drag on overall results, 
primarily due to lower consumption driven by lower average 
temperatures experienced on Grand Cayman and Turks and 
Caicos Islands and Belize. This was offset slightly by some 
customer growth in Belize and Turks and Caicos Islands.     

 
 Earnings from Fortis Generation were up 25% to reach $20 

million for the year, compared to $16 million in 2009.  The 
results were boosted by higher rainfall and the commissioning 
of Vaca hydroelectric generating facility in Belize in March 
2010.  Higher production in Upper New York State, Ontario 
and British Columbia was also experienced due to higher 
rainfall.  

 
 Fortis Properties earnings came at $26 million, compared to 

$24 million in 2009.  The results were primarily due to higher 
revenue from hotel properties in Atlantic Canada and offset by 
slightly lower occupancy rates in the Real Estate division.   

 
 Corporate and other expenses came in at $78 million for the 

year, compared to $71 million in 2009.  The increase in 
dividends associated with the First Preference Shares, Series 
H issued in January 2010 was partially offset by lower finance 
charges.   

 
  
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Exhibit 3:  Beacon Securities’ Updated Forecast (in Canadian dollars) 

2010A 2011E - New 2011E - Old
EBITDA ($M) $1,150 $1,191 $1,233
Net Income ($M) $285 $302 $311
EPS (basic) $1.65 $1.74 $1.80
EPS (diluted) $1.62 $1.68 $1.79  

Source: Company reports, Beacon Securities. 

 Cash flow from operations grew almost 23% y/y to reach $783 
million in 2010, largely driven by the strong earnings, increased 
amortization costs and improved working capital management.  
Gross capital expenditures reached almost $1.1 billion in 2010 
as the Company continues to aggressively invest in its 
infrastructure assets.  

 
 
Outlook and Financial Forecast  
 
We have updated our model to better reflect results from 
FortisAlberta, FortisBC and Newfoundland Power. We have 
tempered our expectation for the Caribbean utilities slightly and 
increase our estimates for Fortis Generation and maintained our 
forecasts for Fortis Properties.  Exhibit 3 shows our updated 
forecast for overall EBITDA, net income and EPS.  
 

Long-term debt increased slightly to end 2010 at $5.6 billion, 
compared to $5.3 billion at the end of 2009.   Fortis continues to 
have strong access to capital markets, to finance its future capital 
programs. We expect the Company to continue to invest in 
infrastructure and estimated gross capital expenditures for 2011 to 
reach nearly $1.2 billion.  Management also plans to spend almost 
$5.5 billion on further capex projects over the next five years, 
including the work related to the Waneta Expansion Project. 
 
Valuation and Recommendation 
 
We are maintaining our 12-month target price of $34.00 and our 
HOLD rating on the name.  Our valuation is based on analysis of 
P/E and EV/EBITDA multiples and our dividend discount model. 
Our target equates to 19.6x 2011E EPS and 10.2x 2011E 
EV/EBITDA. Including dividends, there is a potential return of 
approximately 4% over the next year, which justifies our HOLD 
rating. The dividend currently yields 3.3%.  
 
We are confident the Company’s management remains disciplined 
and patient in its pursuit of an accretive acquisition opportunity to 
add a regulated utility, in the United States or Canada, to its 
portfolio.  We have not included any acquisitions in our numbers, 
primarily due to the uncertainty on the timing of such an acquisition.  
 
 

We are maintaining our 
12-month target price 
of $34.00 and our 
HOLD rating on the 
name  
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Key Risks 
 
 Interest Rate Risk – The capital requirements outlined by the 

Company will likely require additional debt financing.  
 

 International Risk – With operations in Belize, the Cayman 
Islands, and the Turks and Caicos, Fortis is subject to currency 
risk, sovereign risk, and the risk of hurricanes.  

 
 Regulatory Risk – Regulated assets consist of 92% of Fortis’ 

total assets, with each of the regulated utilities subject to some 
form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with 
current regulations and proactive measures towards regulatory 
issues. 

 
 Risk of Fluctuating Bond Yields – The share price of Fortis 

is inversely related to bond yields. Furthermore, lower bond 
yields may result in Fortis having to lower the rates for certain 
subsidiaries, thereby hampering earnings.   
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BUY Total 12-month return expected to be >15%

SPECULATIVE BUY
Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative
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Highlights 
 

 Fortis reported strong Q1/2011 earnings of $117 million, 
or $0.65 per common share, compared to $100 million, 
or $0.58 per share, in Q1/2010.   The 17.0% y/y growth in 
earnings was driven by the Company’s regulated utilities in 
Western Canada. 

 FortisAlberta grew its quarterly earnings by 50% y/y. Re-
sults were primarily driven by customer electricity rate 
growth and growth in electricity sales.  FortisBC also deliv-
ered strong quarterly earnings which grew 34% y/y largely 
due to increased electricity rates and continued investment 
in utility infrastructure.  The Company also maintained its 
expectation to invest $5.5 billion on capex initiatives 
over the next five years. 

 We believe the Company’s management remains disciplined 
and patient in its pursuit of an accretive regulated utility ac-
quisition, in the United States or Canada.  We believe cur-
rent valuations dictate additional patience in order to prevent 
overpayment for desired targets. We have not included any 
acquisitions in our numbers, primarily due to the uncertainty 
on the timing of such an acquisition.    

 We are maintaining our 12-month target price of $34.00 
and our HOLD rating on the name.  Our valuation is based 
on analysis of P/E and EV/EBITDA multiples and our divi-
dend discount model. Our target equates to 19.4x 2011E 
EPS and 10.3x 2011E EV/EBITDA. Including dividends, 
there is a potential return of approximately 8.7% over the 
next year, which justifies our HOLD rating. The shares cur-
rently yield 3.6%.  

F O R T I S  I N C .   

 

FTS-TSX 
May 5, 2011 

Stock Rating: HOLD (unchanged) 
    Target Price: $34.00 (unchanged) 

Closing Price (04/05/11): $32.35 
52 Week Range: $21.60-35.45 

     

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with more than two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates 
non-regulated generation assets and commercial 
real estate and hotel assets.  

Philip S. Bassil, MBA 
902.425.6654 

pbassil@beaconsecurities.ca 

Change in Basic EPS Forecasts 
2011E: was $1.74 

2012E: new 

Healthy Economic Activity in Western Canada Driving Fortis’ Performance 

Fortis Inc.  (FTS-TSX)
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Fortis Inc. 2010A 2011E 2012E

EBITDA $1,150.0 $1,172.5 $1,251.0

EPS (basic) $1.65 $1.75 $1.83

EPS (fd) $1.62 $1.70 $1.78

P/E (Basic) 19.6 x 18.5 x 17.7 x

EV/EBITDA 10.5 x 10.3 x 9.7 x

Shares O/S 175.0

Mkt. Cap. $5,661

Entreprise Value $12,104

Net Debt/Total Cap. 59%

BVPS (basic) $19.38

Price/Book Value 1.7 x

Dividend $1.16

Dividend Yield 3.6%
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Exhibit 2:  Segmented net earnings 

(in millions of Canadian dollars) Q1 2011 Q1 2010
FortisBC Energy Inc. (formerly Terasen Gas) $76 $73
FortisAlberta $21 $14
FortisBC Electric $19 $14
Newfoundland Power $7 $7
Other Canadian Electric Utils $6 $5
Electric Caribbean $4 $4
Non-Regulated - Fortis Generation $3 $2
Non-Regulated - Fortis Properties $1 $2
Corporate and Other -$20 -$21
Total $117 $100  

 
 Source: Company reports, Beacon Securities. 

Exhibit 1:  Consolidated net earnings summary 

(in millions of Canadian dollars, except per share data) Q1 2011 Q1 2010
Net Earnings Applicable to Common Shares ($M) $117 $100
Reported Basic EPS $0.67 $0.58
Reported Diluted EPS $0.65 $0.56  

 
 Source: Company reports, Beacon Securities. 

 
Financial Results 
 
 Fortis Inc. reported strong Q1/2011 results with 

consolidated net earnings attributable to common equity 
shareholders of $117 million, or $0.67 per common share, 
compared to $100 million, or $0.58 per share, in Q1/2010.  
The 17.0% y/y growth in Q1 earnings was largely driven by 
strength in the Company’s regulated utilities in western 
Canada.  Below is a summary of the contribution from each of 
the Company’s business segments in the quarter compared to 
the same period last year. 

 

 
 
 
 

 Effective March 1, 2011, the Company’s Canadian Regulated 
Gas Utilities, the Terasen Gas companies, were renamed 
FortisBC Energy Inc. These Gas Utilities grew earnings by 
4.1% y/y to reach $76 million in the first quarter.  The strength 
was driven by growth in utility infrastructure investment, 
reduced amortization costs and higher capitalized finance 
charges. This was partially offset by an increase in operating 
expenses.   Management also commented positively on the 
heightened focus on natural gas and its potential use for 
transportation in North America.  Key contributors to FortisBC 
Energy’s strong performance in the quarter were higher 
average consumption by residential and commercial customers 
driven by cooler weather, and higher transportation volumes 
driven by increased economic activity, especially in the forestry 
sector. 

 

 The Canadian Regulated Electric Utilities delivered 32% y/y 
growth in earnings, to reach $53 million (primarily driven by 
FortisAlberta, and FortisBC Electric.)   

Fortis Inc. reported a 
17.0% y/y growth in 
Q1/2011 consolidated net 
earnings attributable to 
common equity of $117 
million, or $0.67 per 
share, compared to $100 
million, or $0.58 per 
share in Q1/2010 

Effective March 1, 2011, 
the Company’s Canadian 
Regulated Gas Utilities, 
the Terasen Gas 
companies, were 
renamed FortisBC 
Energy Inc. 
 
 
 
FortisBC Energy’s 
strong performance in 
the quarter was 
supported by higher 
transportation volumes 
driven by increased 
economic activity, 
especially in the forestry 
sector 
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 FortisAlberta’s quarterly earnings grew by 50% y/y, to reach 

$21 million.  The improvements were largely supported by a 
4.7% increase in base customer electricity distribution rates 
over final approved 2010 rates, growth in customer base and 
higher energy deliveries.  The segment’s results were also 
boosted by a $1 million gain from the sale of property.  

 
 FortisBC Electric quarterly earnings grew 36% y/y, to reach 

$19 million.    The improvements were largely supported by a 
6.6% increase in customer electricity rates and a 10.4% 
increase in electricity sales as a well as continued investment 
in utility infrastructure.  This was slightly offset by lower pole 
attachment revenue and an increase in incentive adjustments 
owed to customers.  

 
 Newfoundland Power delivered flat y/y growth with quarterly 

earnings of $7 million.  The growth in the number of customers 
and higher average consumption were offset by the decrease 
in allowed ROE and higher maintenance costs and higher 
labour costs in the quarter. 

 
 Regulated Electric Utilities-Caribbean quarterly earnings of 

$4 million were also flat on a year-over-year basis.  Key 
contributors to the segment’s performance were increased 
electricity sales in Grand Cayman and lower maintenance 
costs at Caribbean Utilities in the quarter.  These were offset 
by higher provisions for bad debt at Belize Electricity and 
higher finance charges at that same utility, due to interest 
expense on regulatory liabilities.     

 
 Earnings from Fortis Generation grew to $3 million in the 

quarter, compared to $2 million in Q1/2010, mainly due to 
higher production in Belize and higher average energy sales 
rates in Ontario.  Higher finance charges dampened earnings 
slightly. 

 
 Fortis Properties earned $1 million in the quarter, compared 

to $2 million in Q1/2010, primarily due to the negative impact of 
economy on hotel operations and higher amortization costs 
driven by capital investments in Hospitality and Real Estate 
divisions.  The segment benefited, however, from a gain on the 
sale of the Viking Mall.   

 
 Corporate and other expenses came in at $20 million for the 

quarter, compared to $21 million in Q1/2010.  The increase in 
dividends associated with the First Preference Shares, Series 
H issued in January 2010 and lower corporate tax recovery in 
the quarter, was partially offset by reduced operating 
expenses, lower finance charges and lower amortization costs.   

 
 Cash flow from operations, before changes in non-cash 

operating working capital, also grew nearly 19% y/y to reach 

FortisAlberta’s 
performance was largely 
supported by a 4.7% 
increase in base 
customer electricity 
distribution rates over 
final approved 2010 
rates, growth in 
customer base and 
higher energy deliveries 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fortis Generation grew 
to $3 million in the 
quarter, compared to $2 
million in Q1/2010, 
mainly due to higher 
production in Belize and 
higher average energy 
sales rates in Ontario. 
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Exhibit 3:  Beacon Securities’ Updated Forecast (in Canadian dollars) 

2010A 2011E - New 2011E - Old 2012E - New
EBITDA ($M) $1,150 $1,172 $1,191 $1,251
Net Income ($M) $285 $307 $302 $320
EPS (basic) $1.65 $1.75 $1.74 $1.83
EPS (diluted) $1.62 $1.70 $1.68 $1.78  

Source: Company reports, Beacon Securities. 

$242 million in Q1/2010 largely driven by strong net earnings.  
Gross capital expenditures reached almost $233 million in 
Q1/2010 as the Company continues to aggressively invest in 
its infrastructure assets, including the construction of the $214 
million liquefied natural gas (LNG) storage facility on 
Vancouver Island, which is expected to be completed in the 
next several weeks.  The Company is also continuing work on 
the $126 million Automated Meter Project at FortisAlberta and 
the $106 million Okanagan Transmission Reinforcement 
Project at FortisBC Electric.  Work is also continuing on the 
$900 million Waneta Expansion Project which is expected to 
be completed in the spring of 2015. 

 
 
Outlook and Financial Forecast  
 
We have updated our model to reflect the strong Q1/2010 
performance. We expect the Company’s operation in western 
Canada, namely its regulated utilities FortisAlberta, and FortisBC 
Electric to continue to benefit from the region’s healthy economic 
activity.  We have tempered our expectation for the Caribbean 
utilities slightly and increase our estimates for Fortis Generation but 
maintained our forecasts for Fortis Properties.  Exhibit 3 shows our 
updated forecast for overall EBITDA, net income and EPS.  

 
Long-term debt remained flat q/q at $5.6 billion, but increase from 
$5.1 billion at the end of Q1/2010.   We believe Fortis continues to 
have strong access to capital markets, to finance its future capital 
programs. The Company maintained its expectation to continue to 
invest in its infrastructure and reiterated its $5.5 billion estimate of 
gross capital expenditures on various projects over the next five 
years, including the work related to the Waneta Expansion Project. 
 

The Company is 
continuing work on the 
$126 million Automated 
Meter Project at 
FortisAlberta and the 
$106 million Okanagan 
Transmission 
Reinforcement Project at 
FortisBC Electric 
 
Fortis’ $900 million 
Waneta Expansion 
Project is expected to be 
completed in the spring 
of 2015 
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Valuation and Recommendation 
 
We are maintaining our 12-month target price of $34.00 and our 
HOLD rating on the name.  Our valuation is based on analysis of 
P/E and EV/EBITDA multiples and our dividend discount model. 
Our target equates to 19.4x 2011E EPS and 10.3x 2011E 
EV/EBITDA. Including dividends, there is a potential return of 
approximately 8.7% over the next year, which justifies our HOLD 
rating. The shares currently yield 3.6%.  
 
We believe the Company’s management remains disciplined and 
patient in its pursuit of an accretive regulated utility acquisition, in 
the United States or Canada.  We believe current valuations dictate 
additional patience in order to prevent overpayment for desired 
targets. We have not included any acquisitions in our numbers, 
primarily due to the uncertainty on the timing of such an acquisition.  
 
 
Key Risks 
 
 Interest Rate Risk – The capital requirements outlined by the 

Company will likely require additional debt financing.  
 

 International Risk – With operations in Belize, the Cayman 
Islands, and the Turks and Caicos, Fortis is subject to currency 
risk, sovereign risk, and the risk of hurricanes.  

 
 Regulatory Risk – Regulated assets consist of 92% of Fortis’ 

total assets, with each of the regulated utilities subject to some 
form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with 
current regulations and proactive measures towards regulatory 
issues. 

 
 Risk of Fluctuating Bond Yields – The share price of Fortis 

is inversely related to bond yields. Furthermore, lower bond 
yields may result in Fortis having to lower the rates for certain 
subsidiaries, thereby hampering earnings.   

 

We are maintaining our 
12-month target price 
of $34.00 and our 
HOLD rating on the 
name  
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BUY Total 12-month return expected to be >15%

SPECULATIVE BUY
Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative

Disclaimer 

Disclosure Requirements 

Does Beacon, or its affiliates or analysts collectively, beneficially own 1% or more of any class of the issuer's 
equity securities?  Yes    No 

Does the analyst who prepared this research report hold any of the issuer’s securities?  Yes    No 

Does Beacon Securities beneficially own more than 1% of equity securities of the issuer?  Yes    No  

Has any director, partner, or officer of Beacon Securities, or the analyst involved in the preparation of the 
research report, received remuneration for any services provided to the securities issuer during the preceding 
12 months? 

 Yes    No  

Has Beacon Securities performed investment banking services in the past 12 months and received 
compensation for investment banking services for this issuer in the past 12 months?  Yes    No 

Was the analyst who prepared this research report compensated from revenues generated solely by the 
Beacon Securities Investment Banking Department?  Yes    No 

Does any director, officer, or employee of Beacon Securities serve as a director, officer, or in any advisory 
capacity to the issuer?   Yes    No 

Are there any material conflicts of interest with Beacon Securities or the analyst who prepared the report and 
the issuer?   Yes    No 

Is Beacon Securities a market maker in the equity of the issuer?  Yes    No 

Has the analyst visited the head office of the issuer and viewed its operations in a limited context?  Yes    
No 

Did the issuer pay for or reimburse the analyst for the travel expenses?  Yes    No 

Beacon analysts are not permitted to own the securities they cover, but may own securities covered by other 
members of the research team, subject to blackout conditions. 

All information contained herein has been collected and compiled by Beacon Securities Limited, an 
independently owned and operated member of the IIROC. All facts and statistical data have been obtained or 
ascertained from sources, which we believe to be reliable, but are not warranted as accurate or complete.   

All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change 
without notice. Beacon Securities Limited takes no responsibility for any errors or omissions contained herein, 
and accepts no legal responsibility from any losses resulting from investment decisions based on the content of 
this report.   

This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or 
sell securities discussed herein.  Based on their volatility, income structure, or eligibility for sale, the securities 
mentioned herein may not be suitable or available for all investors in all countries.    

Ending
Q1 2011 # Stocks Distribution

BUY 11 55.6%
Spec. Buy 3 16.7%
HOLD 4 27.8%
SELL 0 0.0%
Restricted 0 0.0%
Total 18 100.0%
*as of quarter end  

 

 
Dissemination 
Beacon Securities distributes its research products simultaneously, via email, to its authorized client base. All 
research is then available on www.beaconsecurities.ca via login and password. 
 
Analyst Certification 
The Beacon Securities Analyst named on the report hereby certifies that the recommendations and/or opinions 
expressed herein accurately reflect such research analyst’s personal views about the company and securities 
that are the subject of the report; or any other companies mentioned in the report that are also covered by the 
named analyst.  In addition, no part of the research analyst’s compensation is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by such research analyst in this report.  
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Highlights 
 

 Fortis Inc. reported another strong quarter with the re-
lease of its Q2/2011 results today.  Consolidated net earn-
ings attributable to common equity shareholders were $58 
million, or $0.33 per common share, compared to $55 mil-
lion, or $0.32 per share, in Q2/2010.  Overall EBITDA mar-
gins also improved to 32.8%, up 90 bps from the same quar-
ter, a year ago.   Fortis also generated impressive cash 
flow from operations in the first half of 2011, reaching 
$527 million, up $122 million or 30% from the first half of 
2010.    

 We continue to expect the Company’s operation in western 
Canada, namely its regulated utilities FortisBC Electric and 
FortisAlberta to continue to benefit from the region’s sound 
fundamentals and healthy customer demand.   

 Capital expenditures totaled $519 million in first half of 2011 
as the Company continues to aggressively invest in its infra-
structure assets. The Company is on track to invest over 
$1.2 billion in 2011.  By the end of 2015, we expect the 
Company to have invested close to $5.7 billion on its capex 
program.  

 We are maintaining our 12-month target price of $34.00 
and our HOLD rating on the name.  Our valuation is based 
on analysis of P/E and EV/EBITDA multiples and our divi-
dend discount model. Our target equates to 19.1x 2012E 
EPS and 9.8x 2012E EV/EBITDA. Including dividends, there 
is a potential return of approximately 14% over the next 
year, which justifies our HOLD rating. The shares currently 
yield 3.8%.   

F O R T I S  I N C .   

 

FTS-TSX 
August 4, 2011 

Stock Rating: HOLD (unchanged) 
    Target Price: $34.00 (unchanged) 

Closing Price (03/08/11): $30.87 
52 Week Range: $28.25-35.45 

     

*Please view the disclaimer at the end of this report 

Company Description 
Fortis Inc. is Canada’s largest investor-owned 
distribution utility, with more than two million gas 
and electricity customers. The Company is head-
quartered in St. John’s, NL. Its main focus is the 
ownership and operation of regulated utilities, 
with operations in five provinces and three Carib-
bean countries. Fortis also owns and operates 
non-regulated generation assets and commercial 
real estate and hotel assets.  

Philip S. Bassil, MBA 
902.425.6654 

pbassil@beaconsecurities.ca 

Change in Basic EPS Forecasts 
2011E: was $1.70 
2012E: was $1.78 

Infrastructure Investments Keep Performance Strong in Q2/2011 

Fortis Inc. 2010A 2011E 2012E

EBITDA $1,150.0 $1,170.2 $1,248.6

EPS (basic) $1.65 $1.69 $1.78

EPS (fd) $1.62 $1.67 $1.76

P/E (Basic) 18.5 x 18.1 x 17.2 x

EV/EBITDA 10.6 x 10.4 x 9.8 x

Shares O/S 177.1

Mkt. Cap. $5,414

Entreprise Value $12,175

Net Debt/Total Cap. 59%

BVPS (basic) $19.15

Price/Book Value 1.6 x

Dividend $1.16

Dividend Yield 3.8%

Fortis Inc.  (FTS-TSX)
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Exhibit 1:  Consolidated net earnings summary 

(in millions of Canadian dollars, except per share data) Q2 2011 Q2 2010
Net Earnings Applicable to Common Shares ($M) $58 $55
Reported Basic EPS $0.33 $0.32
Reported Diluted EPS $0.33 $0.32  

 
 Source: Company reports, Beacon Securities. 

 
Financial Results 
 
 Fortis Inc. reported another strong quarter with the release 

of its Q2/2011 results today.  Consolidated net earnings 
attributable to common equity shareholders were $58 
million, or $0.33 per common share, compared to $55 
million, or $0.32 per share, in Q2/2010, and slightly below 
our $0.36 EPS estimate.  Net earnings growth in the quarter 
was primarily driven by 1) the strong results in the Company’s 
regulated utilities in western Canada, primarily related to 
overall growth in the utility infrastructure investments, 2) lower 
market-priced purchased power costs at FortisBC, and 3) 
additional return earned on FortisAlberta’s investment in 
automated meters.  Overall EBITDA margins also improved to 
32.8%, up 90 bps from the same quarter a year ago.  Fortis 
also generated impressive cash flow from operations in the first 
half of 2011, reaching $527 million, up $122 million or 30% 
from the first half of 2010.  In addition to higher earnings, the 
growth in cash flows was largely driven by the collection from 
customers of higher amortization costs and favourable 
changes in working capital and regulatory deferral accounts.  
Exhibit 1 shows a summary of Fortis’ consolidated net earnings 
for the quarter. 

 
 
 
 
 
 
 
 
 
 
Below is a summary of the contribution from each of the 
Company’s business segments in the quarter compared to the 
same period last year. 
 
 FortisBC Energy Inc. results were slightly negatively 

impacted by lower natural gas volumes under fixed contracts, 
mainly due to higher precipitation and lower natural gas pricing 
charged to customers.  Revenues and net earnings in the 
segment were $320 million and $15 million, respectively, in 
Q2/2011, compared to revenues of $336 million and net 
earnings of $17 million in Q2/2010.   

 
 The Company’s Canadian Regulated Electric Utilities delivered 

12.5% y/y growth in earnings, to reach $45 million, again 
driven by FortisAlberta, and FortisBC Electric, similar to 
Q1/2011.   

 
 FortisAlberta’s quarterly earnings grew to reach $19 million in 

Q2/2011, compared to $17 million in Q2/2011.  The 

Fortis Inc. reported 
another strong quarter 
with the release of its 
Q2/2011 results today.  
Consolidated net 
earnings attributable to 
common equity 
shareholders were $58 
million, or $0.33 per 
common share, 
compared to $55 million, 
or $0.32 per share, in 
Q2/2010 

FortisBC Energy Inc. 
results were slightly 
negatively impacted by 
lower natural gas 
volumes under fixed 
contracts, mainly due to 
higher precipitation and 
lower natural gas pricing 
charged to customers 
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Exhibit 2:  Segmented net earnings 

(in millions of Canadian dollars) Q2 2011 Q2 2010
FortisBC Energy Inc. (formerly Terasen Gas) $15 $17
FortisAlberta $19 $17
FortisBC Electric $9 $8
Newfoundland Power $11 $11
Other Canadian Electric Utils $6 $4
Electric Caribbean $7 $7
Non-Regulated - Fortis Generation $2 $3
Non-Regulated - Fortis Properties $7 $8
Corporate and Other -$18 -$20
Total $58 $55  

 
 Source: Company reports, Beacon Securities. 

improvements in the quarter were largely due to growth in the 
number of total customers by approximately 9,400 over the 
same quarter last year.  

 
 FortisBC Electric quarterly earnings grew 12.5% y/y, to reach 

$9 million.    The improvements were largely supported by the 
6.6% increase in customer electricity rates and a 1.4% 
increase in electricity sales in the quarter.  This was slightly 
offset by lower pole attachment revenue and an increase in 
incentive adjustments owed to customers.  

 
 Newfoundland Power delivered flat y/y growth with quarterly 

earnings of $11 million.  The growth in the number of 
customers and higher average consumption were offset by the 
decrease in allowed ROE and wage                          
increases.   

 
 Other Canadian Electric Utilities grew quarterly earnings to 

reach $6 million in Q2/2011, compared to $4 million in 
Q2/2010.  The growth was driven primarily by an average 3.8% 
increase in customer electricity rates, and higher allowed ROE 
at Algoma Power.   

 

 Regulated Electric Utilities-Caribbean quarterly earnings of 
$7 million were flat on a year-over-year basis.  This was 
primarily driven by lower electricity sales in Grand Cayman, 
and the discontinuance of consolidation method accounting for 
financial results of Belize Electricity, effective June 20, 2011.  
These were offset by lower corporate taxes at Belize Electricity 
and a commercial customer billing adjustment at Caribbean 
Utilities.    

 
 Earnings from Fortis Generation declined to $2 million in the 

quarter, compared to $3 million in Q2/2010, mainly due to 
decreased production in Belize and higher finance charges in 
the quarter. 

 
 Fortis Properties earned $7 million in the quarter, compared 

to $8 million in Q2/2010, primarily due to a 2.2% decrease in 
hotel occupancy, mainly in Western Canada.  This was slightly 

FortisAlberta’s quarterly 
earnings grew to reach 
$19 million in Q2/2011, 
compared to $17 million 
in Q2/2011.  Meanwhile,  
FortisBC Electric 
quarterly earnings grew 
12.5% y/y, to reach $9 
million 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fortis Properties earned 
$7 million in the quarter, 
compared to $8 million in 
Q2/2010, primarily due to 
a 2.2% decrease in hotel 
occupancy, mainly in 
Western Canada 
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Exhibit 3:  Beacon Securities’ Updated Forecast (in Canadian dollars) 

2011E - New 2011E - Old 2012E - New 2012E - Old
EBITDA ($M) $1,170 $1,172 $1,249 $1,251
Net Income ($M) $298 $307 $314 $320
EPS (basic) $1.69 $1.75 $1.78 $1.83
EPS (diluted) $1.67 $1.70 $1.76 $1.78  
Source: Company reports, Beacon Securities. 

offset by an overall 2.0% increase in the average daily room 
rate.  The Real Estate division’s occupancy rate decreased to 
93.4% as at June 30, 2011, from 94.8% at the end of the same 
period last year. 

 
 Corporate and other expenses came in at $18 million for the 

quarter, compared to $20 million in Q2/2010.  Last year, the 
Company incurred higher business development costs in Q2.  
In the quarter, the Company also incurred lower finance 
charges, largely due to the redemption of the $125 million 8% 
Capital Securities in April 2010 and a favourable foreign 
exchange impact, which were slightly offset by lower corporate 
tax recoveries. 

 
 Gross capital expenditures totaled $519 million in first half of 

2011 as the Company continues to aggressively invest in its 
infrastructure assets.  In the quarter, FortisBC Energy 
substantially completed the construction of its $214 million 
liquefied natural gas (LNG) storage facility on Vancouver 
Island.  At the same time, FortisAlberta substantially completed 
its $126 million Automated Meter Project, including the 
replacement of 466,000 conventional meters. In the meantime, 
work continues to progress on the $900 million Waneta 
Expansion Project, which is expected to be completed in the 
spring of 2015. 

 
 The Company’s merger agreement with Central Vermont 

Public Service Corporation (CVPS) was terminated in July, 
subsequent to quarter end.  According to the terms of the 
agreement, CVPS paid Fortis a US$17.5 million termination 
fee plus US$2 million for expenses.   

 
Outlook and Financial Forecast  
 
We believe Fortis Inc. is on track to complete $1.2 billion in capital 
expenditures in 2011, primarily in infrastructure projects across its 
Western Canada businesses.  By the end of 2015, we expect the 
Company to have invested close to $5.7 billion on its capex 
program.  We continue to expect the Company’s operation in 
western Canada, namely its regulated FortisBC Electric and 
FortisAlberta utilities to continue to benefit from the region’s sound 
fundamentals and healthy customer demand.  Our updated model 
reflects the latest Q2/2011 results.  Exhibit 3 shows our updated 
forecast for overall EBITDA, net income and EPS.  

 

FortisBC Energy 
substantially completed 
the construction of its 
$214 million liquefied 
natural gas (LNG) 
storage facility on 
Vancouver Island 
 
FortisAlberta 
substantially completed 
its $126 million 
Automated Meter 
Project, including the 
replacement of 466,000 
conventional meters  
 
Fortis’ $900 million 
Waneta Expansion 
Project is expected to be 
completed in the spring 
of 2015 
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Valuation and Recommendation 
 
We are maintaining our 12-month target price of $34.00 and our 
HOLD rating on the name.  Our valuation is based on analysis of 
P/E and EV/EBITDA multiples and our dividend discount model. 
Our target equates to 19.1x 2012E EPS and 9.8x 2012E 
EV/EBITDA. Including dividends, there is a potential return of 
approximately 14% over the next year, which justifies our HOLD 
rating. The shares currently yield 3.8%.  
 
The Company continues to remain disciplined and patient in its 
pursuit of an accretive regulated utility acquisition, in the United 
States or Canada.  Current valuations seem to be making it difficult 
to not overpay for desired targets. We have not included any 
acquisitions in our numbers, primarily due to the uncertainty on the 
timing of such an acquisition.  
 
 
Key Risks 
 
 Interest Rate Risk – The capital requirements outlined by the 

Company will likely require additional debt financing.  
 

 International Risk – With operations in Belize, the Cayman 
Islands, and the Turks and Caicos, Fortis is subject to currency 
risk, sovereign risk, and the risk of hurricanes.  

 
 Regulatory Risk – Regulated assets consist of 92% of Fortis’ 

total assets, with each of the regulated utilities subject to some 
form of regulation which can impact future revenue and 
earnings. Each operating utility must ensure compliance with 
current regulations and proactive measures towards regulatory 
issues. 

 
 Risk of Fluctuating Bond Yields – The share price of Fortis 

is inversely related to bond yields. Furthermore, lower bond 
yields may result in Fortis having to lower the rates for certain 
subsidiaries, thereby hampering earnings.   

 

We are maintaining our 
12-month target price 
of $34.00 and our 
HOLD rating on the 
name  
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BUY Total 12-month return expected to be >15%

SPECULATIVE BUY
Potential total 12-month return is high (>15%), but given 
elevated risk, investment could result in a material loss 

HOLD Total 12-month return expected to be between 0% and 15%
SELL Total 12-month return expected to be negative

Disclaimer 

Disclosure Requirements 

Does Beacon, or its affiliates or analysts collectively, beneficially own 1% or more of any class of the issuer's 
equity securities?  Yes    No 

Does the analyst who prepared this research report hold any of the issuer’s securities?  Yes    No 

Does Beacon Securities beneficially own more than 1% of equity securities of the issuer?  Yes    No  

Has any director, partner, or officer of Beacon Securities, or the analyst involved in the preparation of the 
research report, received remuneration for any services provided to the securities issuer during the preceding 
12 months? 

 Yes    No  

Has Beacon Securities performed investment banking services in the past 12 months and received 
compensation for investment banking services for this issuer in the past 12 months?  Yes    No 

Was the analyst who prepared this research report compensated from revenues generated solely by the 
Beacon Securities Investment Banking Department?  Yes    No 

Does any director, officer, or employee of Beacon Securities serve as a director, officer, or in any advisory 
capacity to the issuer?   Yes    No 

Are there any material conflicts of interest with Beacon Securities or the analyst who prepared the report and 
the issuer?   Yes    No 

Is Beacon Securities a market maker in the equity of the issuer?  Yes    No 

Has the analyst visited the head office of the issuer and viewed its operations in a limited context?  Yes    
No 

Did the issuer pay for or reimburse the analyst for the travel expenses?  Yes    No 

Beacon analysts are not permitted to own the securities they cover, but may own securities covered by other 
members of the research team, subject to blackout conditions. 

All information contained herein has been collected and compiled by Beacon Securities Limited, an 
independently owned and operated member of the IIROC. All facts and statistical data have been obtained or 
ascertained from sources, which we believe to be reliable, but are not warranted as accurate or complete.   

All projections and estimates are the expressed opinion of Beacon Securities Limited, and are subject to change 
without notice. Beacon Securities Limited takes no responsibility for any errors or omissions contained herein, 
and accepts no legal responsibility from any losses resulting from investment decisions based on the content of 
this report.   

This report is provided for informational purposes only and does not constitute an offer or solicitation to buy or 
sell securities discussed herein.  Based on their volatility, income structure, or eligibility for sale, the securities 
mentioned herein may not be suitable or available for all investors in all countries.    

Ending
Q2 2011 # Stocks Distribution

BUY 8 55.6%
Spec. Buy 3 16.7%
HOLD 6 27.8%
SELL 0 0.0%
Restricted 0 0.0%
Total 17 100.0%
*as of quarter end  

 

 
Dissemination 
Beacon Securities distributes its research products simultaneously, via email, to its authorized client base. All 
research is then available on www.beaconsecurities.ca via login and password. 
 
Analyst Certification 
The Beacon Securities Analyst named on the report hereby certifies that the recommendations and/or opinions 
expressed herein accurately reflect such research analyst’s personal views about the company and securities 
that are the subject of the report; or any other companies mentioned in the report that are also covered by the 
named analyst.  In addition, no part of the research analyst’s compensation is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by such research analyst in this report.  
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(FY-Dec.) 2004A 2005E 2006E 2007E 
EPS $0.99  $1.10  $1.13↑ $1.25↑
P/E  21.8x 21.2x 19.2x 
 
CFPS $3.35  $2.77  $2.89  $3.06 
P/CFPS  8.7x 8.3x 7.9x 
 
Div.  $0.54 $0.59 $0.64 $0.70 
EV ($mm) $3,846 $4,775 $5,340 $5,400 
EBITDA ($mm) $380 $510 $558 $608 
EV/EBITDA 10.1x 9.4x 9.6x 8.9x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005E $0.32a $0.28a $0.33a $0.20 
2006E $0.32  $0.30  $0.24  $0.29↑
 
Dividend $0.64 Yield 2.7% 
Book Value $11.68 Price/Book 2.1x 
Shares O/S (mm) 103.0 Mkt. Cap ($mm) $2,473 
Float O/S (mm) 103.0 Float Cap ($mm) $2,473 
Wkly Vol (000s) 746 Wkly $ Vol (mm) $15.8 
Net Debt ($mm) $2,599.7 Next Rep. Date 07-Feb (E) 

Newfoundland Regulator Approves 2006 
Accounting Policy Application - Market Perform 
 

Event 
On December 23, the Newfoundland Board of Commissioners of Public
Utilities approved Newfoundland Power Inc.’s (100% - Fortis Inc.) Accounting 
Policy Application, as highlighted in our December 16 research comment.  On 
January 9, the utility submitted a compliance filing with the Board, requesting
final approval of the following pursuant to the December 23 decision:  (1)
forecast rate base for 2006 of $743.976 million and actual capital outstanding of
$745.402 million for the purpose of determining the 2006 return on capital; and
(2) approval of a range of return on rate base for 2006 of 8.50% to 8.86%,
which is unchanged from 2004 and accordingly, no change in customer rates is
required for 2006 by the virtue of the operation of the cost of capital formula. 
 
Impact 
Neutral.   
 
Forecasts 
Our 2006 and 2007 diluted EPS estimates increase by $0.01 respectively to
$1.13 and $1.25.  
 
Valuation 
Our target price of $23.25 reflects a weighted average valuation approach:  17x 
diluted 2007E EPS of $1.25 (12.5%), 1.75x 2007E book value per share of
$13.15 (12.5%), and a target yield of 3% (75%), assuming 2007 dividends per
share of $0.70 per share.   
 
Recommendation 
We believe that the shares are reasonably valued at current levels.  Our rating is
Market Perform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2005E: 
$1.19; 2006E: $1.22; 2007E: $1.27 

 
 

Changes Annual EPS  Quarterly EPS 
 2006E $1.12 to $1.13         Q4/06E $0.28 to $0.29    
 2007E $1.24 to $1.25              
                    
Please refer to pages 3 to 5 for Disclosure Statements, including the Analyst's Certification. 
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Table 1.  Consolidated Summary Sheet 

16-Jan-06 Karen J. Taylor
Current Price: $24.01 BMO Nesbitt Burns Inc.
12-Month Target Price: $23.25
ROR: -0.5% Recommendation: Market Perform

Year Ending December 31
2000 2001 2002 2003 2004 2005E 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.13 $1.15 $1.29
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.13 $1.25
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.30 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.09 $0.09

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.07 $0.07 $0.10
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.13 $0.13 $0.14

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.20 $0.19
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.17 $0.19 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.45 $0.47 $0.51
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.30) ($0.25)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.59 $0.64 $0.70
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.0% 55.6% 54.3%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.5 103.3 106.1
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.59 12.14 13.15

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 - - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 - - -

Price:  Current - - - - - $24.01
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 - - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 - - -

P/E Ratio:  Current - - - - - 21.3 20.8 18.6
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 - - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 - - -

Price/Book Value:  Current - - - - - 2.07 1.98 1.83
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% - - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% - - -

Yield:  Current - - - - - 2.45% 2.67% 2.92%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 178.7 377.3 355.8
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 2074.5 2071.6 2084.9

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 65.0 65.0 65.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 37.5 37.5 37.5
Preferred Shares 50.0 50.0 0.0 125.0 321.5 321.5 321.5 321.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 24.0
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1193.7 1256.5 1429.1

1270.3 1442.1 1731.2 2250.9 3533.6 3895.8 4153.4 4317.8
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 4.6% 9.1% 8.2%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 53.2% 49.9% 48.3%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 1.7% 1.6% 1.5%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 1.0% 0.9% 0.9%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.3% 7.7% 7.4%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.6%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.6% 30.3% 33.1%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 114.6 118.9 136.8

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 269.9 303.4 331.8  

Source:  BMO Nesbitt Burns 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10

Current*     1.15    21  0.64   2.6     56  11.68   2.1    10

Average:    12   5.6     63   1.3  12.1

Growth(%):
5 Year:  14.0   6.8  10.9

10 Year:   6.2   4.1   6.8
20 Year:   4.1   4.4   6.2

* Current EPS is the 4 Quarter Trailing to Q3/2005.
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FTS - Rating as of 4-Feb-03 = Mkt

Date Rating Change Share Price

1 30-Apr-03 Mkt  to OP $12.65

2 4-Sep-03 OP  to Mkt $14.83

3 2-Nov-04 Mkt  to OP $16.12

4 8-Feb-05 OP  to Mkt $18.42

5 28-Mar-05 Mkt  to OP $17.90

6 27-Jun-05 OP  to Mkt $19.99

7 30-Aug-05 Mkt  to OP $21.13

8 20-Sep-05 OP  to Mkt $22.72
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations 
or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Research, the research department of BMO Nesbitt Burns Inc., and 
BMO Nesbitt Burns Ltee./Ltd. (“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns.  BMO Nesbitt Burns and 
HNC are subsidiaries of Bank of Montreal. The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns Research as of the date of this report and are subject to 
change without notice.  BMO Nesbitt Burns Research endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its 
affiliates that is not reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns Research. 
BMO Nesbitt Burns, HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon.  BMO Nesbitt Burns, HNC or their affiliates may act as financial advisor 
and/or underwriter for the issuers mentioned herein and may receive remuneration for same.  Bank of Montreal or its affiliates (“BMO Financial 
Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Nesbitt Burns Research.  A 
significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Company Specific Disclosure 
Disclosure 9: HNC or an affiliate received compensation for products or services other than investment banking services from this issuer within the past 
12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO Nesbitt Burns, HNC or an affiliate within the past 12 months:  Non Securities Related 
Services. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 41% 54% 47% 
Hold Market Perform 48% 39% 46% 
Sell Underperform 11% 7% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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BMO Nesbitt Burns Fortis Inc. 
 

 

Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; NR 
= No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^ Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Research publications are available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research 
via FIRST CALL Research Direct and Multex. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd. 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence. 
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Market Perform  
Stock Price: $23.13 
Target Price: $23.25 
 

 

February 7, 2006 
Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmonb.com 
Assoc: Kevin Cheng 
 

 

Q4/05 and Fiscal 2005 Slightly Higher Than Expected  
   

Impact  Neutral 
   

Details & Analysis  Fortis Inc. reported Q4/05 and fiscal 2005 EPS of $0.22 and $1.35,
respectively.  After adjusting for one-time items in Q4/05 and throughout 
fiscal 2005, reported results were $0.25 and $1.17 (basic) respectively.
Results were slightly higher than our expectation of $0.20 for the quarter 
and $1.15 (basic) for the year. We continue to review the comprehensive
release.  Fortis is rated Market Perform. 
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Fortis Inc. (FTS)

Last Daily Data Point: February 6, 2006
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10

Current*     1.15    21  0.64   2.7     56  11.68   2.0    10

Average:    12   5.6     63   1.3  12.1

Growth(%):
5 Year:  14.0   6.8  10.9

10 Year:   6.2   4.1   6.8
20 Year:   4.1   4.4   6.2

* Current EPS is the 4 Quarter Trailing to Q3/2005.
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FTS - Rating as of 26-Feb-03 = Mkt

Date Rating Change Share Price

1 30-Apr-03 Mkt  to OP $12.65

2 4-Sep-03 OP  to Mkt $14.83

3 2-Nov-04 Mkt  to OP $16.12

4 8-Feb-05 OP  to Mkt $18.42

5 28-Mar-05 Mkt  to OP $17.90

6 27-Jun-05 OP  to Mkt $19.99

7 30-Aug-05 Mkt  to OP $21.13

8 20-Sep-05 OP  to Mkt $22.72
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers.  I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in 
exchange for expressing the specific recommendations or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc., and BMO Nesbitt Burns Ltee/Ltd. 
(“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns. BMO Nesbitt Burns and HNC are 
subsidiaries of Bank of Montreal.  The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a 
conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns as of the date of this report and 
are subject to change without notice.  BMO Nesbitt Burns endeavours to ensure that the contents have been compiled or derived 
from sources that we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO 
Nesbitt Burns makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors 
and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report 
or its contents.  Information may be available to BMO Nesbitt Burns or its affiliates that is not reflected in this report.  This report 
is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking 
services.  BMO Nesbitt Burns, HNC or their affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO Nesbitt Burns’ Equity Research.   BMO Nesbitt Burns HNC 
or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. 
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. BMO Nesbitt Burns, HNC 
or their affiliates may act as financial advisor and/or underwriter for the issuers mentioned herein and may receive remuneration 
for same. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provides other 
remunerated services to, many issuers covered by BMO Nesbitt Burns’ Equity Research.  A significant lending relationship may 
exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Company Specific Disclosure 
Disclosure 9: HNC or an affiliate received compensation for products or services other than investment banking services from 
this issuer within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO Nesbitt Burns, HNC or an affiliate within the past 12 months:  Non 
Securities Related Services. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 41% 54% 47% 
Hold Market Perform 48% 39% 46% 
Sell Underperform 11% 7% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt 
= Market Perform - Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the 
market; (S) = speculative investment; NR = No rating at this time;  (R) = Restricted - Dissemination of research is currently 
restricted. 
Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, 
as appropriate for each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best 
performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different 
objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Equity Research is available via our web site http://bmonesbittburns.com. Institutional clients may also 
receive our research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time 
to all BMO Nesbitt Burns client groups entitled to our research. Please contact your investment advisor or institutional 
salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to 
U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of 
Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through HNC and/or 
BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through Harris 
Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd.   
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of 
SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence.   
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Research Comment 
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Price (7-Feb) $22.96 52-Week High $25.64 
Target Price $23.75↑ 52-Week Low $17.25 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.18↑ $1.29↑
P/E   19.5x 17.8x 
 
CFPS $3.35  $2.77  $2.89  $3.06 
P/CFPS   7.9x 7.5x 
 
Div.  $0.54 $0.61 $0.64 $0.72 
EV ($mm) $3,846 $4,775 $5,303 $5,361 
EBITDA ($mm) $380 $510 $560 $610 
E
 

V/EBITDA 10.1x 9.4x 9.5x 8.8x 

Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.32  $0.29↓ $0.33↑ $0.26↓
 
Dividend $0.64 Yield 2.8% 
Book Value $11.76 Price/Book 2.0x 
Shares O/S (mm) 103.2 Mkt. Cap ($mm) $2,369 
Float O/S (mm) 103.2 Float Cap ($mm) $2,369 
Wkly Vol (000s) 763 Wkly $ Vol (mm) $16.3 
Net Debt ($mm) $2,599.7 Next Rep. Date 04-May (E) 

Fiscal 2005 Diluted EPS In Line With Expectations; 
No Change in View - Market Perform 
 

Event 
Fortis reported Q4/05 and fiscal 2005 EPS of $0.22 and $1.35, respectively.
After adjusting for one-time items in Q4/05 and those in the first three quarters
of the year, reported results were $0.24 and $1.17 (basic), respectively.  Diluted
2005 EPS were $1.10. Aggregate normalized earnings of $119.3 million were
slightly higher than our expectation of $114.6 million.  On a diluted basis, fiscal
2005 EPS of $1.10 were directly in line with our diluted EPS estimate of $1.10.
 
Impact 
Neutral. 
 
Forecasts 
We have fine-tuned our financial model to reflect actual fiscal 2005 results and
updated our outlook for FortisAlberta.  Our 2006 and 2007 diluted EPS
estimates increase to $1.18 and $1.29, respectively from $1.13 and $1.25. 
 
Valuation 
Our new target price of $23.75 reflects a weighted average valuation approach:
17x diluted 2007E EPS of $1.29 (12.5%), 1.75x estimate 2007 book value per
share of $13.37 (12.5%), and a target yield of 3.00% (75%), assuming 2007 
dividends of $0.72 per share. 
 
Recommendation 
We believe that the shares are reasonably valued at current levels.  Our rating is
Market Perform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2005E: 
$1.18; 2006E: $1.22; 2007E: $1.27 

 
 

Changes Annual EPS  Quarterly EPS Target
 2006E $1.13 to $1.18         Q2/06E $0.30 to $0.29 $23.25 to $23.75 
 2007E $1.25 to $1.29         Q3/06E $0.24 to $0.33  
             Q4/06E $0.29 to $0.26    
Please refer to pages 6 to 8 for Disclosure Statements, including the Analyst's Certification. 
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Details & Analysis 

Fortis reported Q4/05 and fiscal 2005 EPS of $0.22 and $1.35, respectively.  After adjusting for 
one-time items in Q4/05 and those in the first three quarters of the year, reported results were 
$0.24 and $1.17 (basic), respectively.  Diluted 2005 EPS were $1.10.  Aggregate normalized 
earnings of $119.3 million were slightly higher than our expectation of $114.6 million.  On a 
diluted basis, fiscal 2005 EPS of $1.10 were directly in line with our diluted EPS estimate of 
$1.10. 

We believe that the following points are relevant about Q4/05 and fiscal 2005 performance: 

− We have normalized reported fiscal 2005 results for the following one-time items and 
adjustments: 

First Quarter 

o $7.9 million after-tax benefit in Fortis Ontario arising from the Niagara Exchange 
Agreement with Ontario Power Generation. 

Second Quarter 

o $7.0 million after-tax gain relating to the resolution of tax matters resulting in the 
reduction of liabilities associated with prior periods at FortisAlberta. 

o $1.4 million after-tax interest revenue from a tax settlement at Newfoundland Power. 

o $1.1 million after-tax gain at Caribbean Utilities relating to a change in accounting 
practice for recognizing unbilled revenue. 

Third Quarter 

o $1.6 million future income tax reduction at Cornwall Electric. 

o Approximately $1.8 million after-tax associated with Fortis Alberta and the resolution 
of the EPCOR litigation. 

Fourth Quarter 

o $3 million after-tax one-time adjustment relating to the implementation of the 
Negotiated Settlement reached on May 24, 2005 by FortisAlberta. 

− Segment performance was largely in line with expectations, as set out in Table 1.  
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Table 1.  Performance by Segment:  Actual and Expected 
Contribution by Segment

2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005A 2005E 2006E 2007E
Newfoundland Power 29.5 31.1 13.0 10.1 3.4 2.9 29.4 30.9 30.9 33.7

Maritime Electric 7.2 8.2 2.1 2.3 3.0 1.7 9.1 9.0 9.6 10.0
Fortis Ontario 6.5 4.3 1.1 0.9 0.5 0.2 2.7 7.1 3.6 6
FortisAlberta 0.0 18.6 7.8 7.8 7.5 7.2 30.3 23.7 32.5 35.7

FortisBC 0.0 17.7 8.9 5.4 4.8 5.6 24.6 22.1 24.7 27.3
Belize Electricity 6.7 7.2 1.0 1.9 3.2 2.0 8.1 7.6 8.5 8.8

Caribbean Utilities 10.5 0.8 2.5 2.0 3.0 2.8 10.3 10.0 10.8 11.3
Fortis Generation 10.9 12.8 2.1 3.2 7.8 8.5 21.6 21.7 19.8 19.8
Fortis Properties 11.0 11.8 1.5 4.8 4.9 2.9 14.1 12.9 15.8 17.2

Corporate (8.6)

.2

(23.4) (8.7) (9.6) (3.9) (8.6) (30.9) (30.4) (32.5) (29.2)
Earnings Before Non-Recurring items 73.6 89.1 31.3 28.7 34.2 25.2 119.3 114.6 123.8 140.7

Average Shares 69.2 84.7 98.0 102.9 103.0 103.0 101.8 101.5 103.4 106.3
Net Earnings to Common (Basic) $1.06 $1.05 $0.32 $0.28 $0.33 $0.24 $1.17 $1.13 $1.20 1.32

Net Earnings to Common (Diluted) $1.03 $0.99 $1.10 $1.10 $1.18 1.29

(Millions)

 
Source:  BMO Nesbitt Burns, Company Reports 

− The contribution from FortisOntario was lower than expected, largely due to the timing of 
anticipated regulatory decisions that are anticipated to provide rate relief at Canadian 
Niagara Power, increase the return on invested capital.  We have reduced our outlook from 
this segment in 2006 and 2007 to more appropriately reflect the requirement for future rate 
applications to increase the realized return on equity at this utility. 

− The contribution from FortisAlberta was higher than expected on a normalized basis, 
reflecting the difference between the contribution from the utility on a stand-alone basis (as 
reported separately) and the contribution to Fortis Inc. on a consolidated basis.  The latter 
reflects adjustments to various regulatory accounts at the time of acquisition, increasing the 
return on a consolidated basis.  We have made the requisite adjustments to our financial 
model to more appropriately reflect these ongoing adjustments.   

− Our estimates and outlook for Maritime Electric do not yet include the January 31, 2006 
rate application filed by the utility with the Island Regulatory and Appeals Commission and 
the January 20, 2006 decision by the regulator regarding the fiscal 2006 capital budget.  We 
will update our outlook upon the receipt of these documents; however, we do not expect the 
application and the capital budget decision to materially change our outlook. 

− We have fully incorporated the December 12, 2005 rate application filed by FortisAlberta 
for 2006/2007 with the Alberta Energy and Utilities Board and the November 24, 2005 
application by FortisBC to the British Columbia Utilities Commission for 2006 rates.  

− The contribution from FortisProperties was slightly higher than expected, largely due to 
the contribution from three hotels acquired in Alberta and Manitoba that were acquired in 
February 2005.   

− The December 31, 2005 decision by the Public Utilities Commission of Belize that allows 
Belize Electricity Limited to:  (1) recover approximately BZ$8.4 million that has accrued 
in the Cost of Power Rate Stabilization Account via a BZ0.6 cent per kilowatt increase in 
electricity rates; (2) increase the cost of power per kilowatt hour for calendar year 2006 by 
BZ$0.045 to BZ$0.255 (or a reference cost of power of BZ$0.224 per kWh); and (3) 
increase the mean electricity rate charged to customers to BZ$0.441 from BZ$0.39 
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previously, is positive.  The decision does not increase the earnings contribution from the 
utility on a consolidated basis; however, we believe that a reduction in energy-related cost 
deferral accounts and the “true-up” of customer rates and power costs are likely to reduce 
capital employed, moderate risk and facilitate the continued investment in the utility 
system. 

− We assume that capital expenditures are approximately $419.8 million and $381.0 million 
in 2006 and 2007, respectively.  Anticipated expenditure levels reflect large capital 
programs at FortisAlberta and FortisBC. 

Estimates 

We have fine-tuned our financial model to reflect actual fiscal 2005 results and updated our 
outlook for FortisAlberta.  Our 2006 and 2007 diluted EPS estimates increase to $1.18 and 
$1.29, respectively from $1.13 and $1.25.  We assume that Fortis issues approximately $100 
million of common stock in 2007 to support the ongoing utility capital program and maintain 
adequate balance sheet strength. 

Valuation 

Our new target price of $23.75 reflects a weighted average valuation approach:  17x diluted 
2007E EPS of $1.29 (12.5%), 1.75x estimate 2007 book value per share of $13.37 (12.5%), and 
a target yield of 3.00% (75%), assuming 2007 dividends of $0.72 per share. 

Recommendation 

We believe that the shares are reasonably valued at current levels.  Our rating is Market 
Perform. 
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Table 2.  Consolidated Summary Sheet 

08-Feb-06 Karen J. Taylor
Current Price: $22.96 BMO Nesbitt Burns Inc.
12-Month Target Price: $23.75
ROR: 6.2% Recommendation: Market Perform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.20 $1.32
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.18 $1.29
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.09 $0.09

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.19 $0.19
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.19 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.55 $0.59
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.72
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 53.5% 54.4%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.36 13.37

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $22.96
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.2 17.3
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.86 1.72
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.79% 3.14%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 225.8 367.8 344.7
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2071.0 2084.3

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 24.0
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1281.0 1455.2

1270.3 1442.1 1731.2 2250.9 3533.6 4005.4 4294.0 4458.4
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.6% 8.6% 7.7%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.7% 48.2% 46.7%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.5% 4.4%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.4% 7.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.3% 29.8% 32.6%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 123.8 140.7

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 308.5 335.8  

Source:  BMO Nesbitt Burns 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10

Current*     1.15    21  0.64   2.7     56  11.68   2.0    10

Average:    12   5.6     63   1.3  12.1

Growth(%):
5 Year:  14.0   6.8  10.9

10 Year:   6.2   4.1   6.8
20 Year:   4.1   4.4   6.2

* Current EPS is the 4 Quarter Trailing to Q3/2005.
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FTS - Rating as of 26-Feb-03 = Mkt

Date Rating Change Share Price

1 30-Apr-03 Mkt  to OP $12.65

2 4-Sep-03 OP  to Mkt $14.83

3 2-Nov-04 Mkt  to OP $16.12

4 8-Feb-05 OP  to Mkt $18.42

5 28-Mar-05 Mkt  to OP $17.90

6 27-Jun-05 OP  to Mkt $19.99

7 30-Aug-05 Mkt  to OP $21.13

8 20-Sep-05 OP  to Mkt $22.72
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations 
or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Research, the research department of BMO Nesbitt Burns Inc., and 
BMO Nesbitt Burns Ltee./Ltd. (“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns.  BMO Nesbitt Burns and 
HNC are subsidiaries of Bank of Montreal. The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns Research as of the date of this report and are subject to 
change without notice.  BMO Nesbitt Burns Research endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its 
affiliates that is not reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns Research. 
BMO Nesbitt Burns, HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon.  BMO Nesbitt Burns, HNC or their affiliates may act as financial advisor 
and/or underwriter for the issuers mentioned herein and may receive remuneration for same.  Bank of Montreal or its affiliates (“BMO Financial 
Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Nesbitt Burns Research.  A 
significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Company Specific Disclosure 
Disclosure 9: HNC or an affiliate received compensation for products or services other than investment banking services from this issuer within the past 
12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO Nesbitt Burns, HNC or an affiliate within the past 12 months:  Non Securities Related 
Services. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 41% 54% 47% 
Hold Market Perform 48% 39% 46% 
Sell Underperform 11% 7% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
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BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; NR 
= No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^ Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Research publications are available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research 
via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd. 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence. 
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Price (2-Mar) $22.60 52-Week High $25.64 
Target Price $23.75  52-Week Low $17.25 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.17↓ $1.26↓
P/E   19.3x 17.9x 
 
CFPS $3.35  $2.77  $2.89  $3.06 
P/CFPS   7.8x 7.4x 
 
Div.  $0.54 $0.61 $0.64 $0.72 
EV ($mm) $3,846 $4,871 $5,426 $5,482 
EBITDA ($mm) $380 $507 $568 $615 
EV/EBITDA 10.1x 9.6x 9.6x 8.9x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.32↓ $0.28↓ $0.33↓ $0.25↓
 
Dividend $0.64 Yield 2.8% 
Book Value $11.76 Price/Book 1.9x 
Shares O/S (mm) 103.2 Mkt. Cap ($mm) $2,332 
Float O/S (mm) 103.2 Float Cap ($mm) $2,332 
Wkly Vol (000s) 839 Wkly $ Vol (mm) $18.2 
Net Debt ($mm) $2,560.5 Next Rep. Date 5-Apr (E) 

Maritime Electric Files for 2006/07 Rates; 
Market Perform Rating Maintained 
 

Event 
On January 31, Maritime Electric Company, Limited (100% - Fortis Inc.) 
applied to the Island Regulatory and Appeals Commission for rates, tolls and
charges for electric service for the period July 1 2006 to December 31, 2007. 
The application was made available as a public document on March 1.  The
application contains the following highlights:  (1) average 2006 and 2007 rate
base of $223.1 million and $250.9 million; (2) net capital expenditures of $20.5
million in 2006 and $15.9 million in 2007; (3) deemed equity of 42.2% in 2006
and 41.5% in 2007; and (4) return on equity range of 10.0% to 10.5%, as per the
current authorization. 
 
Impact 

Neutral. 
 
Forecasts 
We have updated our financial model to reflect the application and fine-tuned 
our outlook pursuant to the conclusion of fiscal 2005.  Our diluted 2006 and
2007 EPS estimates decline marginally to $1.17 and $1.26 from $1.18 and
$1.29, respectively. 
 
Valuation 
Our target price of $23.75 reflects a weighted average valuation approach:  17x
diluted 2007E EPS of $1.26 (12.5%), 1.75x estimated book value per share of
$13.33 (12.5%), and a target yield of 3% (75%), assuming 2007 dividends per
share of $0.72 per share. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.23; 2007E: $1.32 

 
Recommendation 

We believe that the shares are reasonably valued.  Our rating is Market Perform.
 
 Changes Annual EPS  Quarterly EPS 

 2006E $1.18 to $1.17         Q1/06E $0.32 to $0.32    
 2007E $1.29 to $1.26         Q2/06E $0.29 to $0.28  
             Q3/06E $0.33 to $0.33    
       Q4/06E $0.26 to $0.25 
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Table 1.  Consolidated Summary Sheet 
03-Mar-06 Karen J. Taylor
Current Price: $22.60 BMO Nesbitt Burns Inc.
12-Month Target Price: $23.75
ROR: 7.9% Recommendation: Market Perform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.18 $1.29
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.17 $1.26
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.19 $0.19
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.19 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.53 $0.55
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.72
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 54.1% 55.7%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.34 13.33

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $22.60
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.1 17.5
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.83 1.70
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.83% 3.19%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 225.8 367.3 340.6
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2071.0 2084.3

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 24.0
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1279.6 1450.6

1270.3 1442.1 1731.2 2250.9 3533.6 4005.4 4292.1 4449.7
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.6% 8.6% 7.7%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.7% 48.3% 46.8%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.5% 4.4%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.4% 7.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.3% 29.8% 32.6%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 122.4 137.5

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 309.4 335.4

Key Statistics
Newfoundland Light & Power

Average Utility Rate Base ($mm) 559.8 549.3 602.0 640.8 720.5 744.1 744.0 811.0
Growth Rate 5.9% -1.9% 9.6% 6.4% 12.4% 3.3% 0.0% 9.0%

2004 - 2007 CAGR 4.0%
Allowed Return on Equity 10.28% 9.25% 9.05% 9.75% 9.75% 9.24% 8.77% 8.77%

Deemed Equity 45.00% 45.00% 45.00% 45.00% 45.00% 45.00% 45.00% 45.00%  
Source:  BMO Nesbitt Burns 
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Fortis Inc. (FTS)

Last Daily Data Point: March 1, 2006
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001       ND    14  0.47   4.0     56   7.49   1.6 nm
2002       ND    13  0.49   3.7     50   8.50   1.5 nm
2003       ND    14  0.52   3.5     49   8.82   1.7 nm
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  10.45   2.3    11

Current*     1.17    20  0.64   2.7     55  11.76   2.0    10

Average:    12   5.4     62   1.4  12.0

Growth(%):
5 Year:  14.4   6.8  11.0

10 Year:   6.3   4.1   6.9
20 Year:   4.2   4.4   6.3

* Current EPS is the 4 Quarter Trailing to Q4/2005.
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FTS - Rating as of 21-Mar-03 = Mkt

Date Rating Change Share Price

1 30-Apr-03 Mkt  to OP $12.65

2 4-Sep-03 OP  to Mkt $14.83

3 2-Nov-04 Mkt  to OP $16.12

4 8-Feb-05 OP  to Mkt $18.42

5 28-Mar-05 Mkt  to OP $17.90

6 27-Jun-05 OP  to Mkt $19.99

7 30-Aug-05 Mkt  to OP $21.13

8 20-Sep-05 OP  to Mkt $22.72
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations 
or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Research, the research department of BMO Nesbitt Burns Inc., and 
BMO Nesbitt Burns Ltee./Ltd. (“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns.  BMO Nesbitt Burns and 
HNC are subsidiaries of Bank of Montreal. The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns Research as of the date of this report and are subject to 
change without notice.  BMO Nesbitt Burns Research endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its 
affiliates that is not reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns Research. 
BMO Nesbitt Burns, HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon.  BMO Nesbitt Burns, HNC or their affiliates may act as financial advisor 
and/or underwriter for the issuers mentioned herein and may receive remuneration for same.  Bank of Montreal or its affiliates (“BMO Financial 
Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Nesbitt Burns Research.  A 
significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Company Specific Disclosure 
Disclosure 9: HNC or an affiliate received compensation for products or services other than investment banking services from this issuer within the past 
12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO Nesbitt Burns, HNC or an affiliate within the past 12 months:  Non Securities Related 
Services. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 41% 54% 47% 
Hold Market Perform 48% 39% 46% 
Sell Underperform 11% 7% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; NR 
= No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^ Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Research publications are available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research 
via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd. 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence. 
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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(FTS-TSX) 
 
Stock Rating: Market Perform  
Industry Rating: Underperform 
 

 

March 6, 2006 
Research Comment 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmonb.com 
Assoc: Kevin Cheng 

 

BCUC Increases Benchmark ROE; 
Market Perform Rating Unchanged 

Price (2-Mar) $22.60 52-Week High $25.64 
Target Price $23.75  52-Week Low $17.25 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.18↑ $1.27↑
P/E   19.2x 17.8x 
 
CFPS $3.35  $3.15  $2.99  $3.16 
P/CFPS   7.6x 7.2x 
 
Div.  $0.54 $0.61 $0.64 $0.72 
EV ($mm) $3,846 $4,871 $5,350 $5,401 
EBITDA ($mm) $380 $507 $567 $611 
EV/EBITDA 10.1x 9.6x 9.4x 8.8x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.32  $0.29↑ $0.33  $0.26↑
 
Dividend $0.64 Yield 2.8% 
Book Value $11.76 Price/Book 1.9x 
Shares O/S (mm) 103.2 Mkt. Cap ($mm) $2,332 
Float O/S (mm) 103.2 Float Cap ($mm) $2,332 
Wkly Vol (000s) 839 Wkly $ Vol (mm) $18.2 
Net Debt ($mm) $2,560.5 Next Rep. Date 5-Apr (E) 

 

Event 
On March 2, the British Columbia Utilities Commission issued its Decision
relating to an application by Terasen Gas Inc. and Terasen Gas (Vancouver
Island) Inc. to determine the appropriate return on equity and capital structure,
and to review and revise the automatic adjustment mechanism.  In the decision,
the Commission increases the benchmark return on equity for 2006 to 8.80%
versus 8.29% previously and alters the automatic adjustment mechanism (see
our industry comment dated March 6 for additional information).  FortisBC
(100% - Fortis Inc.) is regulated by the Commission and is subject to the
automatic adjustment mechanism and the established benchmark ROE. 
 
Impact 

Slightly positive. 
 
Forecasts 
We have revised our financial model to reflect the change in benchmark ROE.
The utility operations of FortisBC earn the benchmark ROE plus a 0.40%
premium, for a total allowed return in 2006 of 9.20% versus 8.69% previously.
Our diluted 2006 and 2007 EPS estimates increase to $1.18 and $1.27, 
respectively, from $1.17 and $1.26 previously. 
 
Valuation 
Our target price reflects a weighted average valuation approach:  17x diluted
2007E EPS of $1.27 (12.5%), 1.75x 2007E book value per share of $13.35
(12.5%), and a target yield of 3.0% (75%), assuming 2007 dividends per share 
of $0.72. Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.23; 2007E: $1.32 

 
Recommendation 

We believe that the shares are reasonably valued.  Our rating is Market Perform.
 
 
Changes Annual EPS  Quarterly EPS 

 2006E $1.17 to $1.18         Q2/06E $0.28 to $0.29    
 2007E $1.26 to $1.27         Q4/06E $0.25 to $0.26  
                 
Please refer to pages 3 to 5 for Disclosure Statements, including the Analyst's Certification. 
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Table 1.  Consolidated Summary Sheet 

3-Mar-06 Karen J. Taylor
Current Price: $22.50 BMO Nesbitt Burns Inc.
12-Month Target Price: $23.75
ROR: 8.4% Recommendation: Market Perform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.20 $1.31
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.18 $1.27
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.19 $0.19
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.19 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.55 $0.56
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.72
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 53.5% 55.0%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.36 13.35

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $22.50
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 18.8 17.2
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.82 1.68
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.84% 3.20%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 225.8 366.0 337.7
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2071.0 2084.3

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 24.0
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1281.0 1453.5

1270.3 1442.1 1731.2 2250.9 3533.6 4005.4 4292.1 4449.7
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.6% 8.5% 7.6%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.7% 48.3% 46.8%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.5% 4.4%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.4% 7.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.3% 29.8% 32.7%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 123.8 139.0

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 310.8 336.9  
Source:  BMO Nesbitt Burns
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001       ND    14  0.47   4.0     56   7.49   1.6 nm
2002       ND    13  0.49   3.7     50   8.50   1.5 nm
2003       ND    14  0.52   3.5     49   8.82   1.7 nm
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  10.45   2.3    11

Current*     1.17    20  0.64   2.7     55  11.76   2.0    10

Average:    12   5.4     62   1.4  12.0

Growth(%):
5 Year:  14.4   6.8  11.0

10 Year:   6.3   4.1   6.9
20 Year:   4.2   4.4   6.3

* Current EPS is the 4 Quarter Trailing to Q4/2005.
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FTS - Rating as of 24-Mar-03 = Mkt

Date Rating Change Share Price

1 30-Apr-03 Mkt  to OP $12.65

2 4-Sep-03 OP  to Mkt $14.83

3 2-Nov-04 Mkt  to OP $16.12

4 8-Feb-05 OP  to Mkt $18.42

5 28-Mar-05 Mkt  to OP $17.90

6 27-Jun-05 OP  to Mkt $19.99

7 30-Aug-05 Mkt  to OP $21.13

8 20-Sep-05 OP  to Mkt $22.72
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations 
or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Research, the research department of BMO Nesbitt Burns Inc., and 
BMO Nesbitt Burns Ltee./Ltd. (“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns.  BMO Nesbitt Burns and 
HNC are subsidiaries of Bank of Montreal. The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns Research as of the date of this report and are subject to 
change without notice.  BMO Nesbitt Burns Research endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its 
affiliates that is not reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns Research. 
BMO Nesbitt Burns, HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon.  BMO Nesbitt Burns, HNC or their affiliates may act as financial advisor 
and/or underwriter for the issuers mentioned herein and may receive remuneration for same.  Bank of Montreal or its affiliates (“BMO Financial 
Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Nesbitt Burns Research.  A 
significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Company Specific Disclosure 
Disclosure 9: HNC or an affiliate received compensation for products or services other than investment banking services from this issuer within the past 
12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO Nesbitt Burns, HNC or an affiliate within the past 12 months:  Non Securities Related 
Services. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 41% 54% 47% 
Hold Market Perform 48% 39% 46% 
Sell Underperform 11% 7% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; NR 
= No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^ Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Research publications are available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research 
via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd. 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence. 
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with three key businesses: electric utility 
operations, non-regulated electric power generation, and 
non-utility property activities. Electric power operations 
include: Newfoundland Power (100%, Newfoundland), 
Maritime Electric (100%, PEI), FortisOntario (100%, Fort 
Erie, Ontario), Belize Electricity (68%, Belize), Caribbean 
Utilities (37.17%, Grand Cayman Island), FortisAlberta 

(100%, Alberta) and FortisBC (100%, British Columbia). 
Website: fortisinc.com 
Recent Results – Fortis reported Q4/05 and fiscal 2005 EPS 
of $0.22 and $1.35, respectively.  After adjusting for one-
time items in Q4/05 and those in the first three quarters of 
the year, reported results were $0.24 and $1.17 (basic), 
respectively.  Diluted 2005 EPS were $1.10.  Aggregate 
normalized earnings of $119.3 million were slightly higher 

           (FY-Dec.) 2004A 2005A 2006E 2007E
 

Price (2-Mar) $22.60 52-Week High $25.64 EPS  $0.99 $1.10 $1.17 $1.26 
Target Price $23.75 52-Week Low $17.25 P/E   19.3x 17.9x 
 

Dividend $0.64 Book Value $11.76 CFPS  $3.35 $3.15 $2.99 $3.16 
Yield 2.8% Price/Book 1.9x P/CFPS   7.6x 7.2x 
 

Shares O/S (mm) 103.2 Mkt. Cap ($mm) $2,332 Div.  $0.54 $0.61 $0.64 $0.72 
Float O/S (mm) 103.2 Float Cap ($mm) $2,332 EV ($mm) $3,846 $4,871 $5,350 $5,401 
Wkly Vol (000s) 839 Wkly $ Vol (mm) $18.5 EBITDA ($mm) $380 $507 $567 $611 
Net Debt ($mm) $2,560 Next Rep. Date 5-Apr  (E) EV/EBITDA  10.1x 9.6x 9.4x 8.8x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.9% 9.8% 9.7% 9.6% 
2004A $0.27  $0.31  $0.27  $0.22 Book Value ($) $10.47  $11.76  $12.36  $13.35  
2005A $0.32  $0.28  $0.33  $0.24 D/Tot. Cap. (%) 68.8% 63.9% 64.8% 62.2% 
2006E $0.32  $0.28  $0.33  $0.25 Reg. ROE (%) 9.8% 9.2% 8.8% 8.8% 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
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than our expectation of $1.14.6 million.  On a diluted basis, 
fiscal 2005 EPS of $1.10 were directly in line with our 
diluted EPS estimate of $1.10. 
Corporate Developments – On December 31, the Public 
Utilities Commission of Belize issued a decision that allows 
Belize Electricity to: (1) recover approximately BZ8.4 
million that has accrued in the Cost of Power Rate 
Stabilization Account via a BZ0.6 cent per kWh increase in 
electricity rates; (2) increase the cost of power per kWh for 
calendar year 2006 by BZ0.045 to BZ0.255 per kWh; and 
(3) increase the mean electricity rate charged to customers to 
BZ0.441 from BZ0.39 per kWh. 
On December 23, 2005, the Newfoundland Board of 
Commissioners of Public Utilities approved Newfoundland 
Power’s Accounting Policy Application.  On January 9, the 
utility submitted a compliance filing with the Board, 

requesting final approval of the following key metrics:  (1) 
forecast rate base for 2006 of $743.976 million and actual 
capital outstanding of $745.402 million for the purpose of 
determining the 2006 return on capital; and (2) approval of a 
range of return on rate base for 2006 of 8.50% to 8.86%, 
unchanged from 2004. 
Forecasts – Our 2006 and 2007 diluted EPS estimates are 
$1.17 and $1.26, respectively. 
Valuation – Our target price of $23.75 reflects a weighted 
average valuation approach: 17x estimated 2007 diluted 
EPS of $1.26 (12.5%), 1.75x estimated 2007 book value per 
share of $13.35 (12.5%), and a target yield of 3.00%, 
assuming 2007 dividends per share of $0.72 (75%). 
Recommendation – We believe the shares are reasonably 
valued. Our rating is Market Perform 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain 
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001       ND    14  0.47   4.0     56   7.49   1.6 nm
2002       ND    13  0.49   3.7     50   8.50   1.5 nm
2003       ND    14  0.52   3.5     49   8.82   1.7 nm
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  10.45   2.3    11

Current*     1.17    20  0.64   2.7     55  11.76   2.0    10

Average:    12   5.4     62   1.4  12.0

Growth(%):
5 Year:  14.4   6.8  11.0

10 Year:   6.3   4.1   6.9
20 Year:   4.2   4.4   6.3

* Current EPS is the 4 Quarter Trailing to Q4/2005.
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FTS - Rating as of 27-Mar-03 = Mkt

Date Rating Change Share Price

1 30-Apr-03 Mkt  to OP $12.65

2 4-Sep-03 OP  to Mkt $14.83

3 2-Nov-04 Mkt  to OP $16.12

4 8-Feb-05 OP  to Mkt $18.42

5 28-Mar-05 Mkt  to OP $17.90

6 27-Jun-05 OP  to Mkt $19.99

7 30-Aug-05 Mkt  to OP $21.13

8 20-Sep-05 OP  to Mkt $22.72
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis 
Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may 
be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers.  I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific 
recommendations or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc., and BMO Nesbitt Burns Ltee/Ltd. (“BMO Nesbitt Burns”).  
Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns. BMO Nesbitt Burns and HNC are subsidiaries of Bank of Montreal.  The reader 
should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns as of the date of this report and are subject to change 
without notice.  BMO Nesbitt Burns endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable 
and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or warranty, express or 
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its affiliates that is not 
reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns’ Equity Research.   BMO Nesbitt Burns HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis. 
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, 
related securities or in options, futures or other derivative instruments based thereon. BMO Nesbitt Burns, HNC or their affiliates may act as financial 
advisor and/or underwriter for the issuers mentioned herein and may receive remuneration for same. Bank of Montreal or its affiliates (“BMO 
Financial Group”) has lending arrangements with, or provides other remunerated services to, many issuers covered by BMO Nesbitt Burns’ Equity 
Research.  A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 41% 54%  47% 
Hold Market Perform 48% 39%  46% 
Sell Underperform 11% 7%  7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; 
NR = No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
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Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Equity Research is available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research via 
FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd.   
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence.   
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Price (28-Apr) $21.79 52-Week High $25.64 
Target Price $22.50↓ 52-Week Low $17.82 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.18  $1.28↑
P/E   18.5x 17.0x 
 
CFPS $3.35  $3.15  $2.99  $3.16 
P/CFPS   7.3x 6.9x 
 
Div.  $0.54 $0.61 $0.64 $0.73 
EV ($mm) $3,846 $4,871 $5,291 $5,338 
EBITDA ($mm) $380 $507 $569 $613 
E
 

V/EBITDA 10.1x 9.6x 9.3x 8.7x 

Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.28↓ $0.33  $0.25↓
 
Dividend $0.64 Yield 2.9% 
Book Value $11.96 Price/Book 1.8x 
Shares O/S (mm) 103.4 Mkt. Cap ($mm) $2,253 
Float O/S (mm) 103.4 Float Cap ($mm) $2,253 
Wkly Vol (000s) 934 Wkly $ Vol (mm) $20.8 
Net Debt ($mm) $2,560.5 Next Rep. Date 31-Jul (E) 

Q1/06 EPS Slightly Higher than 
Expected; Market Perform Rating Maintained 
 

Event 
Fortis reported Q1/06 EPS of $0.35 versus $0.32 from continuing operations in
Q1/05 and our estimate of $0.32.  Q1/06 results were slightly higher than
expected.  The primary variance between expected and actual performance is 
largely attributable to a stronger than expected contribution from the non-
regulated generation segment.  We note that the Q1/06 contribution from
Newfoundland Power and Caribbean Utilities (100% and 37% - Fortis Inc., 
respectively) was adversely affected by a change in review recognition and a lag
in the recovery of fuel costs.  We do not believe that these items are likely to
adversely affect annual performance and are largely timing, likely to affect the 
seasonal pattern of earnings only. 
 
Impact 

Slightly Positive. 
 
Forecasts 
We have revised our diluted 2006 and 2007 EPS estimates to reflect slightly
higher than expected average realized prices in the non-regulated power 
segment.  Our diluted 2006 estimate is unchanged at $1.18; however, our diluted 
2007 EPS estimate increases slightly to $1.28 from $1.27. 
 
Valuation 
Our revised target price reflects a weighted average valuation approach:  17x
diluted 2007 EPS of $1.28 (12.5%), 1.75x 2007E BV of $13.37 (12.5%), and a
target yield of 3.25% (75%), assuming 2007 dividends of $0.73 per share. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.23; 2007E: $1.32 

 
Recommendation 

We believe that the shares are reasonably valued.  Our rating is Market Perform.
 
 

Changes Annual EPS  Quarterly EPS Target
 2007E $1.27 to $1.28         Q2/06E $0.29 to $0.28 $23.75 to $22.50 
             Q4/06E $0.26 to $0.25  
                    
Please refer to pages 6 to 8 for Disclosure Statements, including the Analyst's Certification. 
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Details & Analysis 

Fortis reported Q1/06 EPS of $0.35 versus $0.32 from continuing operations in Q1/05 and our 
estimate of $0.32.  Q1/06 results were slightly higher than expected.  The primary variance 
between expected and actual performance is largely attributable to a stronger than expected 
contribution from the non-regulated generation segment.  We note that the Q1/06 contribution 
from Newfoundland Power and Caribbean Utilities (100% and 37% - Fortis Inc., respectively) 
was adversely affected by a change in review recognition and a lag in the recovery of fuel costs.  
We do not believe that these items are likely to adversely affect annual performance and are 
largely timing, likely to affect the seasonal pattern of earnings only. 

We believe that the following points are relevant about Q1/06 performance: 

• The contribution from FortisAlberta is approximately $0.1 million higher than that 
reported by the utility in its Q1/06 release.  We believe that the difference is 
attributable to restructuring charges that were anticipated by Fortis Inc. at the time it 
acquired the utility, therefore increasing current performance.  We expect these charges 
to be approximately $3 million in 2006 and $0 in 2007. 

• The contribution from FortisBC was approximately $0.5 million higher than that 
reported by the utility in its Q1/06 release.  We believe that the difference is 
attributable to:  (1) inclusion of the 16 MW Walden facility in the Utility’s financial 
results.  The contribution from Walden was a loss of $0.2 million in Q1/06.  This 
facility is contained in the Generation segment in the reported results of Fortis Inc.; (2) 
contribution from Princeton Light & Power was $0.2 million in Q1/06; and (3) various 
non-regulated services contracts, which contributed approximately $0.1 million in 
Q1/06. 

• Higher power production from Fortis’ New York and Belize assets are set out in Tables 
1 through 3. 

Table 1.   Fortis Generation – Performance by Quarter 
Fortis Generation

2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06
Operating Revenue 57.1 16.7 17.0 15.5 20.0 69.2 17.0 19.2 21.7 26.0 83.9 19.3

Energy Supply Costs 2.6 1.6 1.2 1.3 1.7 5.8 1.9 1.8 0.9 1.6 6.2 1.9
Operating Expenses 13.9 4.2 3.8 4.4 3.6 16.0 4.8 4.4 2.5 6.1 17.8 4.0
Depreciation 7.7 2.5 2.5 2.6 2.7 10.3 2.6 2.5 2.6 2.6 10.3 2.7
Operating Income 32.9 8.4 9.5 7.2 12.0 37.1 7.7 10.5 15.7 15.7 49.6 10.7

Interest Expense 13.3 3.8 3.8 4.0 3.8 15.4 3.9 4.0 3.5 2.7 14.1 2.7
Income Taxes 8.5 1.9 2.1 1.2 1.7 6.9 1.4 2.4 4.4 3.5 11.7 2.2
Non-controlling Interest 0.3 -0.2 0.4 0.0 1.7 1.9 0.3 0.9 0.0 1.0 2.2 0.4
Net Earnings 10.9 2.9 3.2 2.0 4.7 12.8 2.1 3.2 7.8 8.5 21.6 5.4

Millions

 

Source:  Company Reports 
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Table 2.  Fortis Generation – Sales in GWh 
Energy Sales (GWh) 2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06

Central Newfoundland 17 19 41 29 63 152 35 48 26 50 159 38
Ontario 705 165 166 174 184 721 184 176 166 182 708 187
Belize 61 15 11 16 21 63 7 7 18 36 68 2
British Columbia 0 0 6 9 8 23 5 11 15 8 39
Upper New York State 87 15 22 10 23 70 17 16 7 35 75
Total 870 214 246 238 299 1,029 248 258 232 311 1,049 284

7
3

29

 

Source:  Company Reports 

Table 3.  Fortis Generation – Performance ($/MWh) 
Fortis Generation

2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06
Operating Revenue 65.6 78.0 69.1 65.1 67.0 67.3 68.5 74.4 93.5 83.6 80.0 68.0

Energy Supply Costs 2.9 7.5 4.9 5.5 5.7 5.6 7.7 7.0 3.9 5.1 5.9 6.7
Operating Expenses 16.0 19.6 15.4 18.5 12.2 15.6 19.4 17.1 10.8 19.6 17.0 14.1
Depreciation 8.8 11.7 10.2 10.9 9.0 10.0 10.5 9.7 11.2 8.4 9.8 9.5
Operating Income 37.9 39.3 38.6 30.3 40.2 36.1 31.0 40.7 67.7 50.5 47.3 37.7

Interest Expense 15.3 17.8 15.4 16.8 12.8 15.0 15.7 15.5 15.1 8.7 13.4 9.5
Income Taxes 9.8 8.9 8.5 5.0 5.8 6.7 5.6 9.3 19.0 11.3 11.2 7.7
Non-controlling Interest 0.3 -0.9 1.6 0.0 5.8 1.9 1.2 3.5 0.0 3.2 2.1 1.4
Net Earnings 12.5 13.6 13.0 8.4 15.7 12.4 8.5 12.4 33.6 27.3 20.6 19.0

$/MWh

 

 Source:  Company Reports 

• On April 28, the Ontario Energy Board (OEB) issued its 2006 electricity distribution 
rate Decisions and Orders for Canadian Niagara Power (100% - Fortis Inc.), Eastern 
Ontario Power (100% - Fortis Inc.), Fort Erie (100% - Fortis Inc.) and Port Colbourne 
(10-year lease agreement).  The OEB approved rates do not materially change our 
outlook for Fortis Ontario and the increased distribution and Regulated Price Plan 
(RPP) rates allowed by the Board are as follows:  

− CNPI – Eastern Ontario Power:  Distribution Rate Change 2%; RPP Change 8.8%. 

− CNPI – Fort Erie:  Distribution Rate Change 8.6%; RPP Change 9.0%. 

− CNPI – Port Colbourne:  Distribution Rate Change 8.6%; RPP Change 8.9%. 

Approved distribution rates reflect an allowed Return on Equity of 9.00% versus 9.88% 
previously. 

Estimates 

We have revised our diluted 2006 and 2007 EPS estimates to reflect slightly higher than 
expected average realized prices in the non-regulated power segment.  Our diluted 2006 
estimate is unchanged at $1.18; however, our diluted 2007 EPS estimate increases slightly to 
$1.28 from $1.27. 
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Valuation 

Our revised target price reflects a weighted average valuation approach:  17x diluted 2007 EPS 
of $1.28 (12.5%), 1.75x 2007E BV of $13.37 (12.5%), and a target yield of 3.25% (75%), 
assuming 2007 dividends of $0.73 per share. 

Recommendation 

We believe that the shares of Fortis Inc. are reasonably valued at current levels.  Our rating is 
Market Perform. 
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Table 4.  Consolidated Summary Sheet 

1-May-06 Karen J. Taylor
Current Price: $21.46 BMO Nesbitt Burns Inc.
12-Month Target Price: $22.50
ROR: 7.8% Recommendation: Market Perform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.21 $1.32
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.18 $1.28
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.21 $0.20
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.18 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.55 $0.56
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.73
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 52.8% 55.3%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.37 13.37

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $21.46
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 17.7 16.3
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.73 1.61
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.98% 3.40%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 225.8 264.4 236.0
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2171.0 2184.3

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 24.0
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1282.6 1455.3

1270.3 1442.1 1731.2 2250.9 3533.6 4005.4 4292.1 4449.7
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.6% 6.2% 5.3%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.7% 50.6% 49.1%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.5% 4.4%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.4% 7.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.3% 29.9% 32.7%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 125.3 140.3

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 312.3 338.2  

Source:  BMO Nesbitt Burns 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001       ND    14  0.47   4.0     56   7.49   1.6 nm
2002       ND    13  0.49   3.7     50   8.50   1.5 nm
2003       ND    14  0.52   3.5     49   8.82   1.7 nm
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.17    19  0.64   2.9     55  11.76   1.9    10

Average:    12   5.4     62   1.4  12.0

Growth(%):
5 Year:  12.7   6.8  11.0

10 Year:   6.3   4.1   6.9
20 Year:   4.4   4.4   6.3

* Current EPS is the 4 Quarter Trailing to Q4/2005.
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FTS - Rating as of 20-May-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations 
or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Research, the research department of BMO Nesbitt Burns Inc., and 
BMO Nesbitt Burns Ltee./Ltd. (“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns.  BMO Nesbitt Burns and 
HNC are subsidiaries of Bank of Montreal. The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns Research as of the date of this report and are subject to 
change without notice.  BMO Nesbitt Burns Research endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its 
affiliates that is not reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns Research. 
BMO Nesbitt Burns, HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon.  BMO Nesbitt Burns, HNC or their affiliates may act as financial advisor 
and/or underwriter for the issuers mentioned herein and may receive remuneration for same.  Bank of Montreal or its affiliates (“BMO Financial 
Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Nesbitt Burns Research.  A 
significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 35% 39% 46% 
Hold Market Perform 54% 56% 47% 
Sell Underperform 11% 5% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; NR 
= No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^ Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
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Dissemination of Research 
BMO Nesbitt Burns Research publications are available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research 
via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd. 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence. 
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Price (9-May) $20.76 52-Week High $25.64 
Target Price $22.50  52-Week Low $18.13 
 

5

10

15

20

25

0.6

0.8

1.0

1.2

1.4

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share

0

5

10

0

5

10
Volume (mln)

2001 2002 2003 2004 2005
0

200

400

0

200

400
FTS Relative to S&P/TSX Comp

Last Data Point: May 9, 2006
 

(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.18  $1.27↓
P/E   17.6x 16.3x 
 
CFPS $3.35  $3.15  $2.99  $3.16 
P/CFPS   6.9x 6.6x 
 
Div.  $0.54 $0.61 $0.64 $0.73 
EV ($mm) $3,846 $4,871 $5,291 $5,338 
EBITDA ($mm) $380 $507 $569 $613 
EV/EBITDA 10.1x 9.6x 9.3x 8.7x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.28  $0.33  $0.25 
 
Dividend $0.64 Yield 3.1% 
Book Value $11.96 Price/Book 1.7x 
Shares O/S (mm) 103.4 Mkt. Cap ($mm) $2,146 
Float O/S (mm) 103.4 Float Cap ($mm) $2,146 
Wkly Vol (000s) 943 Wkly $ Vol (mm) $21.1 
Net Debt ($mm) $2,560.5 Next Rep. Date 31-Jul (E) 

2007 Foreign Exchange Assumption Changed; 
Rating Increased to Outperform 
 

Event 
We have updated our financial model to reflect a new foreign exchange rate
assumption for the USD for 2007 due to pervasive strength in the Canadian
dollar versus the U.S. dollar.  We now assume an exchange rate of C$1.00 
equals US$0.90 versus our previous assumption that C$1.00 equals US$0.83.
We are also increasing our rating on the shares of Fortis Inc. to Outperform
from Market Perform due to recent weakness in share price. 
 
Impact 

Neutral. 
 
Forecasts 
Our diluted 2006 EPS estimate of $1.18 is unchanged.  Our diluted 2007 EPS
estimate declines to $1.27 from $1.28. 
 
Valuation 
Our target price of $22.50 reflects a weighted average valuation approach:  17x
diluted 2007E EPS of $1.27 (12.5%), 1.75x 2007E BV of $13.36 (12.5%), and a 
target yield of 3.25% (75%), assuming 2007 dividends per share of $0.73. 
 
Recommendation 
We believe that the shares are attractively valued at current levels.  We are
increasing our rating to Outperform from Market Perform. 
 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.24; 2007E: $1.33 

 

Changes Annual EPS  Rating
 2007E $1.28 to $1.27             Mkt to OP
                  
                    
Please refer to pages 3 to 5 for Disclosure Statements, including the Analyst's Certification. 
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Table 1.  Consolidated Summary Sheet 

10-May-06 Karen J. Taylor
Current Price: $20.59 BMO Nesbitt Burns Inc.
12-Month Target Price: $22.50
ROR: 12.4% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.21 $1.31
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.18 $1.27
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.21 $0.20
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.18 $0.17

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.55 $0.56
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.73
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 52.8% 55.5%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.37 13.36

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $20.59
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 17.0 15.7
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.66 1.54
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 3.11% 3.55%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 225.8 264.4 238.3
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2171.0 2182.5

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1282.6 1454.7

1270.3 1442.1 1731.2 2250.9 3533.6 4005.4 4292.1 4447.9
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.6% 6.2% 5.4%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.7% 50.6% 49.1%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.5% 4.4%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.4% 7.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.3% 29.9% 32.7%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 125.3 139.7

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 312.3 337.6  

Source:  BMO Nesbitt Burns 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001       ND    14  0.47   4.0     56   7.49   1.6 nm
2002       ND    13  0.49   3.7     50   8.50   1.5 nm
2003       ND    14  0.52   3.5     49   8.82   1.7 nm
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    18  0.64   2.9     53  11.96   1.8    10

Average:    12   5.4     62   1.4  12.0

Growth(%):
5 Year:  13.3   6.8  11.4

10 Year:   6.5   4.1   7.1
20 Year:   4.6   4.4   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 29-May-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations 
or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Research, the research department of BMO Nesbitt Burns Inc., and 
BMO Nesbitt Burns Ltee./Ltd. (“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns.  BMO Nesbitt Burns and 
HNC are subsidiaries of Bank of Montreal. The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns Research as of the date of this report and are subject to 
change without notice.  BMO Nesbitt Burns Research endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its 
affiliates that is not reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns Research. 
BMO Nesbitt Burns, HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon.  BMO Nesbitt Burns, HNC or their affiliates may act as financial advisor 
and/or underwriter for the issuers mentioned herein and may receive remuneration for same.  Bank of Montreal or its affiliates (“BMO Financial 
Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Nesbitt Burns Research.  A 
significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 35% 39% 46% 
Hold Market Perform 54% 56% 47% 
Sell Underperform 11% 5% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; NR 
= No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^ Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Research publications are available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research 
via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd. 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence. 
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Price (18-May) $22.10 52-Week High $25.64 
Target Price $22.50  52-Week Low $18.13 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.17↓ $1.26↓
P/E   18.9x 17.5x 
 
CFPS $3.35  $3.15  $2.99  $3.16 
P/CFPS   7.4x 7.0x 
 
Div.  $0.54 $0.61 $0.64 $0.73 
EV ($mm) $3,846 $4,871 $5,234 $5,278 
EBITDA ($mm) $380 $507 $564 $603 
EV/EBITDA 10.1x 9.6x 9.3x 8.7x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.27↓ $0.32↓ $0.25 
 
Dividend $0.64 Yield 2.9% 
Book Value $11.96 Price/Book 1.8x 
Shares O/S (mm) 103.4 Mkt. Cap ($mm) $2,285 
Float O/S (mm) 103.4 Float Cap ($mm) $2,285 
Wkly Vol (000s) 952 Wkly $ Vol (mm) $21.3 
Net Debt ($mm) $2,560.5 Next Rep. Date 31-Jul (E) 

Settlement Agreements Filed in Alberta and British 
Columbia; Outperform Rating Maintained 
 

Event 
On May 9, FortisBC filed a Negotiated Settlement with the British Columbia
Utilities Commission (BCUC) relating to its 2006 Revenue Requirements
Application and Multi-Year Performance Based Regulation (PBR) for the years 
2007 through 2009, inclusively.  On May 17, FortisAlberta filed a Negotiated
Settlement Agreement and a Negotiated Settlement Agreement on Terms and
Conditions of Service for 2006 and 2007 with the Alberta Energy and Utilities
Board.  The key terms of these applications are set out herein. 
 
Impact 

Slightly positive. 
 
Forecasts 
We have updated our financial model to reflect these settlement agreements.
Our diluted 2006 and 2007 EPS estimates decline by $0.01 to $1.17 and $1.26
per share, respectively. 
 
Valuation 
Our target price of $22.50 reflects a weighted average valuation approach:  17x
diluted 2007E EPS of $1.27 (12.5%), 1.75x 2007 BV of $13.34 (12.5%), and a 
target yield of 3.25% (75%), assuming 2007 dividends per share of $0.73. 
 
Recommendation 

We believe that the shares are attractively valued.  Our rating is Outperform. 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.24; 2007E: $1.33 

 

Changes Annual EPS  Quarterly EPS 
 2006E $1.18 to $1.17         Q2/06E $0.28 to $0.27    
 2007E $1.27 to $1.26         Q3/06E $0.33 to $0.32  
                    
Please refer to pages 6 to 8 for Disclosure Statements, including the Analyst's Certification. 
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Details & Analysis 

On May 9, FortisBC filed a Negotiated Settlement with the British Columbia Utilities 
Commission (BCUC) relating to its 2006 Revenue Requirements Application and Multi-Year 
Performance Based Regulation for the years 2007 through 2009, inclusively.  On May 17, 
FortisAlberta filed a Negotiated Settlement Agreement and a Negotiated Settlement Agreement 
on Terms and Conditions of Service (T&C Settlement Agreement) for 2006 and 2007.  The key 
financial terms of each Settlement are set out below. 

FortisAlberta:   

• The 2006/2007 Negotiated Settlement Agreement (NSA) provides for settlement of all 
2006/2007 Phase I matters and is supported by representatives of all segments of 
FortisAlberta’s customer base.  The T&C Settlement Agreement provides agreed Terms 
and Conditions of Service and is to be effective January 1, 2007.  This Settlement also has 
the support of FortisAlberta’s customer base.   

• The T&C Agreement is intended to result in upgrades that include:  (i) clarity with respect 
to the requirement of a customer to provide notice to FortisAlberta prior to decreasing or 
exiting service; (ii) removes all instances where FortisAlberta granted to itself “sole 
discretion” or “sole judgment”; (iii) provides for options other than arbitration, and to make 
the arbitrator responsible for determining the allocation of compensation when disputes or 
differences arise; and (iv) deletes the previous section that pertained to Project Cancellation 
and the associated cancellation costs. 

• Next distribution tariff application is expected for 2008. 

• Distribution revenue requirement (after refunds) of $217.1 million and $228.2 million in 
2006 and 2007, respectively. 

• Effective change from 2005 rates:  -1.9% in 2006 and 0.7% in 2007. 

• Depreciation and amortization of $73.8 million and $78.5 million in 2006 and 2007, 
respectively. 

• Deemed equity of 37%;  

• Alberta Energy and Utility Board Generic Cost of Capital formula to apply in both 2006 
and 2007 (i.e., the allowed ROE will be subject to reset annually).  ROE for 2006 8.93% 
and this rate is used as a placeholder for 2007 rates. 

• Mid-year Rate Base subject to debt and equity return is $767.4 million in 2006 and $864.9 
million in 2007. 

• Total Net Capital Invested in 2006 and 2007 of $171.9 million and $177.2 million, 
respectively. 
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FortisBC: 

• Filed 2006 Revenue Requirements and Multi-Year Performance Based Regulation Plan for 
2007 to 2009 is supported by a number of parties but does not yet have the support of all 
constituencies.  The document has been filed with the Commission and all intervenors, 
including those that did not participate in the settlement process. 

• The 2006 Revenue Requirement Settlement would result in a 5.9% general rate increase 
effective January 1, 2006, equal to the existing interim increase.   

• The sharing mechanism adopted for the PBR term will apply to 2006, subject to certain 
performance standards. 

• Capital expenditures are to be tested in a separate process.   

• For the term of the PBR, Gross Operating and Maintenance Expenses before Capitalized 
Overheads will be set annually by the formula set out, incorporating a growth escalator 
(customer growth) and an inflation factor (the consumer price index for British Columbia), 
minus an agreed Productivity Improvement Factor (2% in 2007, 2% in 2008% and 3% in 
2009 if the PBR is extended) were agreed to, in recognition that FortisBC is in the early 
stages of its transition to a stand-alone, locally managed utility, and that progress in 
achieving efficiencies will accelerate throughout the term of the PBR.   

• Capitalized overheads will also be determined annually by formula, at 20% of gross O&M.  
All other cost accounts will be forecast annually. 

• With respect to the allowed ROE, all variances, positive or negative, equal to or less than 
2.0% will be shared equally between customers and the company.  If the variance exceeds 
2.0%, the excess will be placed in a deferral account for review at the next annual review.  
The 2008 Annual Review will include a review of the PBR mechanism, and the extension 
of the PBR plan to 2009 will be contingent upon the mutual agreement of the parties.   

• Revenue requirement for 2006 of $197.404 million. 

• Depreciation and amortization for 2006 of $26.740 million. 

• 2006 mid-year utility rate base of $675.906 million.  Net plant additions of $107.816 
million in 2006. 

• 40% common equity component and 9.20% return on equity.  We do not believe that the 
British Columbia Utility Commission’s ROE mechanism will apply through the term of the 
PBR agreement (i.e., the ROE will change annually, as per the formula).  We have 
requested clarification from Fortis. 



BMO Nesbitt Burns Fortis Inc. 
 

 

Page 4 • May 19, 2006    

Estimates 

We have updated our financial model to reflect these settlement agreements.  Our diluted 2006 
and 2007 EPS estimates decline by $0.01 to $1.17 and $1.26 per share, respectively.  Our 
estimates do not reflect material incentive returns at FortisBC. 

Valuation 

Our target price of $22.50 reflects a weighted average valuation approach:  17x diluted 2007E 
EPS of $1.27 (12.5%), 1.75x 2007 BV of $13.34 (12.5%), and a target yield of 3.25% (75%), 
assuming 2007 dividends per share of $0.73. 

Recommendation 

We believe that the shares are attractively valued.  Our rating is Outperform. 
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Table 1.  Consolidated Summary Sheet 

19-May-06 Karen J. Taylor
Current Price: $22.66 BMO Nesbitt Burns Inc.
12-Month Target Price: $22.50
ROR: 2.1% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.19 $1.31
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.17 $1.26
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.21 $0.20
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.19 $0.18

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.53 $0.54
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.73
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 53.6% 55.8%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.35 13.34

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $22.66
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.0 17.3
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.83 1.70
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.82% 3.22%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 225.8 263.7 249.1
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2171.0 2182.5

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1280.8 1452.1

1270.3 1442.1 1731.2 2250.9 3533.6 4005.4 4289.6 4456.1
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.6% 6.1% 5.6%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.7% 50.6% 49.0%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.5% 4.4%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.4% 7.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.3% 29.9% 32.6%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 123.5 138.9

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 310.4 336.6  

Source:  BMO Nesbitt Burns 



BMO Nesbitt Burns Fortis Inc. 

 

Page 6

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 • May 19, 2006    

  

Fortis Inc. (FTS)

Last Daily Data Point: May 17, 2006

5

10

15

20

25

5

10

15

20

25

Quarterly Price

1980 1985 1990 1995 2000 2005
50

100

150

200

50

100

150

200

FTS Relative to S&P/TSX Comp.
FTS Relative to Electric Utilities

10

15

0

1

2

Revenue / Share 
 Price / Revenue 

1985 1990 1995 2000 2005

1

2

0

20

40

EPS (4 Qtr Trailing)
 Price / Earnings 

 

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001       ND    14  0.47   4.0     56   7.49   1.6 nm
2002       ND    13  0.49   3.7     50   8.50   1.5 nm
2003       ND    14  0.52   3.5     49   8.82   1.7 nm
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    18  0.64   2.9     53  11.96   1.8    10

Average:    12   5.4     62   1.4  12.0

Growth(%):
5 Year:  13.3   6.8  11.4

10 Year:   6.5   4.1   7.1
20 Year:   4.6   4.4   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 6-Jun-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that I have not, am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations 
or views in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Research, the research department of BMO Nesbitt Burns Inc., and 
BMO Nesbitt Burns Ltee./Ltd. (“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns.  BMO Nesbitt Burns and 
HNC are subsidiaries of Bank of Montreal. The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns Research as of the date of this report and are subject to 
change without notice.  BMO Nesbitt Burns Research endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO Nesbitt Burns makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO Nesbitt Burns or its 
affiliates that is not reflected in this report.  This report is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO 
Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking services.  BMO Nesbitt Burns, HNC or their 
affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO 
Nesbitt Burns Research. 
BMO Nesbitt Burns, HNC or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon.  BMO Nesbitt Burns, HNC or their affiliates may act as financial advisor 
and/or underwriter for the issuers mentioned herein and may receive remuneration for same.  Bank of Montreal or its affiliates (“BMO Financial 
Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Nesbitt Burns Research.  A 
significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 35% 39% 46% 
Hold Market Perform 54% 56% 47% 
Sell Underperform 11% 5% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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BMO Nesbitt Burns Fortis Inc. 
 

 

Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt = Market Perform - 
Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the market; (S) = speculative investment; NR 
= No rating at this time;  (R) = Restricted - Dissemination of research is currently restricted. 
^ Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company. 
Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative to the 
market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Research publications are available via our web site http://bmonesbittburns.com. Institutional clients may also receive our research 
via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO Nesbitt Burns client groups 
entitled to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd. 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence. 
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Please refer to pages 2 to 4 for Disclosure Statements, including the Analyst's Certification.

 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform  
Stock Price: $22.54 
Target Price: $22.50 
 

 

May 24, 2006 
Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmonb.com 
Assoc: Kevin Cheng 
 

 

BCUC Approves 2006 Settlement Agreement and Multi-Year PBR  
   

Impact  Neutral 
   

Details & Analysis  On May 23, the British Columbia Utilities Commission (BCUC) approved
the Settlement Agreement relating to FortisBC’s (100% - Fortis Inc.) 2006 
Revenue Requirements Application and Multi-Year Performance Based 
Regulation (PBR) for the years 2007 through 2009, filed by the utility on
May 9, 2006.  See our May 19 comment on Fortis Inc. for additional 
information about the Settlement Agreement and the Multi-Year PBR. 
Approval by the BCUC is in line with expectations and the financial terms
of the Settlement Agreement are fully reflected in our financial model.  No
change in view.  We rate the shares of Fortis Inc. Outperform. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1982     0.44     7  0.23   7.5     51   2.73   1.1    16
1983     0.49     7  0.24   6.6     49   2.99   1.2    17
1984     0.54     7  0.27   6.7     49   3.23   1.2    17
1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001       ND    14  0.47   4.0     56   7.49   1.6 nm
2002       ND    13  0.49   3.7     50   8.50   1.5 nm
2003       ND    14  0.52   3.5     49   8.82   1.7 nm
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    18  0.64   2.9     53  11.96   1.8    10

Average:    12   5.4     62   1.4  12.0

Growth(%):
5 Year:  13.3   6.8  11.4

10 Year:   6.5   4.1   7.1
20 Year:   4.6   4.4   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 12-Jun-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc., and BMO Nesbitt Burns Ltee/Ltd. 
(“BMO Nesbitt Burns”).  Harris Nesbitt Corp. (“HNC”) is an affiliate of BMO Nesbitt Burns. BMO Nesbitt Burns and HNC are 
subsidiaries of Bank of Montreal.  The reader should assume that BMO Nesbitt Burns, HNC or their affiliates may have a 
conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns as of the date of this report and 
are subject to change without notice.  BMO Nesbitt Burns endeavours to ensure that the contents have been compiled or derived 
from sources that we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO 
Nesbitt Burns makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors 
and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report 
or its contents.  Information may be available to BMO Nesbitt Burns or its affiliates that is not reflected in this report.  This report 
is not to be construed as an offer to sell or the solicitation of an offer to buy or sell any security. 
The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO Nesbitt Burns, HNC and their affiliates, which includes the overall profitability of investment banking 
services.  BMO Nesbitt Burns, HNC or their affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO Nesbitt Burns’ Equity Research.   BMO Nesbitt Burns HNC 
or their affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. 
BMO Nesbitt Burns, HNC, their affiliates, officers, directors or employees may have a long or short position in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. BMO Nesbitt Burns, HNC 
or their affiliates may act as financial advisor and/or underwriter for the issuers mentioned herein and may receive remuneration 
for same. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provides other 
remunerated services to, many issuers covered by BMO Nesbitt Burns’ Equity Research.  A significant lending relationship may 
exist between BMO Financial Group and certain of the issuers mentioned herein. 
 
Distribution of Ratings 
Rating BMO NB BMO NB BMO NB First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 35% 39% 46% 
Hold Market Perform 54% 56% 47% 
Sell Underperform 11% 5% 7% 
*   Reflects rating distribution of all companies where BMO NB has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
BMO Nesbitt Burns uses the following ratings system definitions. OP = Outperform - Forecast to outperform the market; Mkt 
= Market Perform - Forecast to perform roughly in line with the market; Und = Underperform - Forecast to underperform the 
market; (S) = speculative investment; NR = No rating at this time;  (R) = Restricted - Dissemination of research is currently 
restricted. 
Market performance as measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, 
as appropriate for each company. 
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Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best 
performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different 
objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
BMO Nesbitt Burns Equity Research is available via our web site http://bmonesbittburns.com. Institutional clients may also 
receive our research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time 
to all BMO Nesbitt Burns client groups entitled to our research. Please contact your investment advisor or institutional 
salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to 
U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of 
Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through HNC and/or 
BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS: Harris Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through Harris 
Nesbitt Corp. and/or BMO Nesbitt Burns Securities Ltd.   
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
BMO Nesbitt Burns is a Member of CIPF.  Harris Nesbitt Corp. and BMO Nesbitt Burns Securities Ltd. are is a Members of 
SIPC. 
“BMO (M-Bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence.   
“Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with three key businesses: electric utility 
operations, non-regulated electric power generation, and 
non-utility property activities. Electric power operations 
include: Newfoundland Power (100%, Newfoundland), 
Maritime Electric (100%, PEI), FortisOntario (100%, Fort 
Erie, Ontario), Belize Electricity (68%, Belize), Caribbean 
Utilities (37.17%, Grand Cayman Island), FortisAlberta 

(100%, Alberta) and FortisBC (100%, British Columbia). 
Website: fortisinc.com 
Recent Results – Fortis reported Q1/06 EPS of $0.35 versus 
$0.32 from continuing operations in Q1/05 and our estimate 
of $0.32.  Q1/06 results were slightly higher than expected 
and the primary variance between actual and expected 
performance is largely attributable to a stronger than 
expected contribution from the non-regulated power 
generation segment.  We note that the Q1/06 contribution 

           (FY-Dec.) 2004A 2005A 2006E 2007E
 

Price (8-Jun) $23.27 52-Week High $25.64 EPS  $0.99 $1.10 $1.17 $1.26 
Target Price $22.50 52-Week Low $18.38 P/E   19.9x 18.5x 
 

Dividend $0.64 Book Value $11.96 CFPS  $3.35 $3.15 $2.99 $3.16 
Yield 2.8% Price/Book 1.9x P/CFPS   7.8x 7.4x 
 

Shares O/S (mm) 103.4 Mkt. Cap ($mm) $2,406 Div.  $0.54 $0.61 $0.64 $0.73 
Float O/S (mm) 103.4 Float Cap ($mm) $2,406 EV ($mm) $3,846 $4,863 $5,408 $5,469 
Wkly Vol (000s) 1,038 Wkly $ Vol (mm) $23.6 EBITDA ($mm) $380 $507 $560 $600 
Net Debt ($mm) $2,553 Next Rep. Date 31-Jul  (E) EV/EBITDA  10.1x 9.6x 9.7x 9.1x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.9% 9.8% 9.6% 9.6% 
2004A $0.27  $0.31  $0.27  $0.22 Book Value ($) $10.47  $11.76  $12.35  $13.34  
2005A $0.32  $0.28  $0.33  $0.24 D/Tot. Cap. (%) 68.8% 63.9% 64.7% 62.2% 
2006E $0.35 a $0.27  $0.32  $0.25 Reg. ROE (%) 9.8% 9.2% 8.8% 8.8% 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
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from Newfoundland Power and Caribbean Utilities was 
adversely affected by a change in revenue recognition and a 
lag in the recovery of fuel costs.  We believe that these 
issues are largely timing and are not expected to adversely 
affect fiscal performance. 
Corporate Developments – On May 9, FortisBC filed a 
Negotiated Settlement with the British Columbia Utilities 
Commission (BCUC) relating to its 2006 Revenue 
Requirements Application and Multi-Year Performance 
Based Regulation (PBR) for the years 2007 through 2009.  
The Settlement Agreement was approved by the BCUC on 
May 23, which was in line with our expectation.  The 
Settlement stipulates a 40% common equity component and 
a 9.20% return on equity.  The ROE formula will apply 
throughout the term of the PRB plan; however, there will be 
an equal sharing of ROE variances, positive and negative, 
equal to or less than 2.0%.  On May 17, FortisAlberta filed a 

Negotiated Settlement Agreement and a Negotiated 
Settlement Agreement on Terms and Conditions of Service 
for 2006 and 2007 with the Alberta Energy and Utilities 
Board.  The return on equity formula relevant in Alberta 
also applies in 2006 and 2007. 
Forecasts – Our diluted 2006 and 2007 EPS estimates of 
$1.17 and $1.26, respectively, reflect these settlement 
agreements. 
Valuation – Our target price of $22.50 reflects a weighted 
average valuation approach:  17x diluted 2007E EPS of 
$1.26 (12.5%), 1.75x 2007E BV of $13.34 (12.5%), and a 
target yield of 3.25% (75%), assuming 2007E dividends per 
share of $0.73. In light of recent price strength, we are 
reconsidering our target price. 
Recommendation – We believe the shares are attractively 
valued.  Our rating is Outperform 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that 
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out 
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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Last Daily Data Point: June 14, 2006
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    20  0.64   2.7     53  11.96   2.0    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.3   6.4  11.4

10 Year:   6.5   4.1   7.1
20 Year:   4.6   3.9   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 4-Jul-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis 
Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may 
be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital 
Markets Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or 
provide other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell 
securities of issuers discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that 
we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not  an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates 
who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. 
 
Distribution of Ratings 
Rating BMO BMO BMO  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 40% 49%  48% 
Hold Market Perform 50% 47%  45% 
Sell Underperform 10% 4%  7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
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Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to pages 2 to 4. 
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AEUB Approves 2006/07 Revenue Requirement 
   

Impact  Neutral 
   

Details & Analysis  On June 29, the Alberta Energy and Utilities Board (AEUB) approved the
negotiated settlement agreement filed by FortisAlberta Inc. on May 17,
2006 relating to its 2006/07 Distribution Tariff Application.  The
negotiated settlement is fully reflected in our financial model and approval 
by the AEUB is in line with expectations. We are reviewing our target
price and rating on the shares of Fortis Inc.  
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    20  0.64   2.7     53  11.96   2.0    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.3   6.4  11.4

10 Year:   6.5   4.1   7.1
20 Year:   4.6   3.9   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 22-Jul-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75
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Price (30-Jun) $22.29 52-Week High $25.64 
Target Price $22.50  52-Week Low $19.13 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.17  $1.26 
P/E   19.1x 17.7x 
 
CFPS $3.35  $3.15  $3.00  $3.17 
P/CFPS   7.4x 7.0x 
 
Div.  $0.54 $0.61 $0.64 $0.73 
EV ($mm) $3,846 $4,863 $5,290 $5,347 
EBITDA ($mm) $380 $507 $560 $599 
EV/EBITDA 10.1x 9.6x 9.5x 8.9x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.27  $0.32  $0.25 
 
Dividend $0.64 Yield 2.9% 
Book Value $11.96 Price/Book 1.9x 
Shares O/S (mm) 103.4 Mkt. Cap ($mm) $2,304 
Float O/S (mm) 103.4 Float Cap ($mm) $2,304 
Wkly Vol (000s) 1,053 Wkly $ Vol (mm) $23.9 
Net Debt ($mm) $2,552.9 Next Rep. Date 4-Aug (E) 

IRAC Approves 3.35% Rate Increase;  
Rating Lowered to Market Perform 
 

Event 
On June 27, the Island Regulatory and Appeals Commission (IRAC) approved
Maritime Electric’s (100% - Fortis Inc.) January 31, 2006 application for an
increase in basic utility rates of 3.35%, effective July 1, 2006 (see our comment
dated March 3, 2006).  The decision contains the following key highlights:  (1)
allowed maximum return on equity of 10.25% versus the previously allowed
range of 10% to 10.50%; (2) deemed equity for rate purposes of 45%; (3)
deferred cost recovery of $1.5 million in 2006 and $1.3 million in 2007, as per
the company’s application; and (4) continuation of the current Energy Cost
Adjustment Mechanism, pending the receipt and review of depreciation and cost 
allocation studies, new energy supply agreements and Point Lepreau 
refurbishment costs. 
 
Impact 

Neutral. 
 
Forecasts 

No change. 
 
Valuation 
Our target price of $22.50 reflects a weighted average valuation approach:  17x
diluted 2007E EPS of $1.26 (12.5%), 1.75x 2007E book value of $13.33
(12.5%), and a target yield of 3.25% (75%), assuming 2007 dividends of $0.73.
 
Recommendation 
We are lowering our rating on the shares of Fortis Inc. to Market Perform from
Outperform.  We believe that the shares are reasonably valued at current levels.

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.24; 2007E: $1.33 

 
 

 

Changes   Rating
                 OP to Mkt
                  
                    
his report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
esearch analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Table 1.  Consolidated Summary Sheet 

4-Jul-06 Karen J. Taylor
Current Price: $22.75 BMO Capital Markets
12-Month Target Price: $22.50
ROR: 1.7% Recommendation: Market Perform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.19 $1.30
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.17 $1.26
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.21 $0.20
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.18 $0.18

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.53 $0.54
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.73
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 53.7% 56.0%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.35 13.33

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $22.75
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.1 17.5
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.84 1.71
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.81% 3.21%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 262.9 248.7
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2164.4 2175.9

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1280.5 1451.5

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4282.0 4448.5
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 6.1% 5.6%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 50.5% 48.9%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.6% 4.4%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.5% 7.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 29.9% 32.6%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 123.3 138.5

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 310.1 336.2  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    19  0.64   2.9     53  11.96   1.9    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  12.1   6.4  11.4

10 Year:   6.7   4.1   7.1
20 Year:   4.4   3.9   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 22-Jul-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 40% 49% 48% 
Hold Market Perform 50% 47% 45% 
Sell Underperform 10% 4% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
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Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to pages 2 to 4. 

 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Market Perform  
Stock Price: $22.51 
Target Price: $22.50* 
* Under review 
 

 

August 4, 2006 
Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
 
 

 

Q2/06 EPS Higher Than Expected 
   

Impact  Positive 
   

Details & Analysis  Fortis Inc. reported Q2/06 EPS of $0.37.  After adjusting for the following
one-time items:  (i) after tax insurance gain of $0.7 million; (ii) gain on the
sale of a hotel asset of $1.6 million after tax; (iii) benefit from the
reduction of future income tax rates of $1.5 million; and (iv) unrealized 
foreign exchange gains of $1.6 million after tax, Q2/06 EPS were $0.31,
higher than our expectation of $0.27 per share.  The variance between
actual and expected performance is largely due to: (1) better than expected 
performance at FortisAlberta due to higher than expected ratebase growth;
and (2) return to normal hydrological conditions in Belize, substantially
increasing the contribution from the non-regulated generation business 
segment.  We are continuing to review the release.  Our estimates, target 
price and rating are under review. We currently rate the shares Market
Perform. 
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Last Daily Data Point: August 3, 2006
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    19  0.64   2.8     53  11.96   1.9    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  12.1   6.4  11.4

10 Year:   6.7   4.1   7.1
20 Year:   4.4   3.9   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 25-Aug-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 40% 49% 48% 
Hold Market Perform 50% 47% 45% 
Sell Underperform 10% 4% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
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(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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research analyst under NYSE/NASD rules. For disclosure statements, including the Analyst’s Certification, please refer to pages 7 to 8.  
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Lower Cash Flows Marginally Weaken Credit Metrics 
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Event 

Fortis Inc. reported Q2/06 earnings. 
 
Impact 
 
Slightly negative. 
 
Key Points 
Although Q2/06 results were higher than expected on an EPS basis, lower
earnings and cash flows relative to Q2/05 resulted in marginally weaker 
credit metrics, with funds from operations (FFO) interest and FFO-to-total 
debt lower than expected. Lower FFO, high capital expenditure, and higher
dividend payments not surprisingly led to negative free cash flow for the 
quarter and first half of 2006. However, leverage, as measured by total debt-
to-total capital remained steady in Q2/06 at 59%. The reliability and 
flexibility of Fortis’ credit facilities at the holding company level were
enhanced with two facilities extended in Q2/06, and the size of its 
major facility increased in July 2006. An unquantifiable credit risk for
Fortis' is its appetite for acquisitions. 
 
Recommendation 
Year-to-date 2006, Fortis’ 5-year generic credit spreads have remained
steady, while the 10-year spreads are back to where they were at the start of
the year after narrowing during the second quarter. Like its 10-year spreads, 
Fortis’ 30-year spreads tightened in the second quarter before finishing
wider by 5 basis points compared to year-end 2005. In the absence of a
material debt funded or higher risk asset acquisition, the ratings on Fortis are
expected to be consolidated at their current levels as the company’s financial
profile is expected to show modest improvement from its recent weakened
position and Fortis works its way through its major capital expenditure
program. We are working toward initiating coverage of Fortis. 
 

Senior Unsecured Debt Ratings 

DBRS S&P Moody’s 
A A- A3 
Stable Stable Stable 
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Details & Analysis 

Although Fortis’ Q2/06 results were higher than expected on an EPS basis, lower earnings and 
cash flows relative to Q2/05 resulted in marginally weaker credit metrics, with funds from 
operations (FFO) interest and FFO-to-total debt lower than expected. The company reported 
Q2/06 EPS of $0.37, and after adjusting for one-time items, the comparable results were $0.31 
versus the BMO equity research estimate of $0.27. 

Fortis’ lower earnings translated to lower cash flows with consolidated FFO for Q2/06 of $70.8 
million, $22.05 million lower than that recorded in Q2/05. The lower cash flow for the quarter 
also dragged down FFO for the first half of 2006 to $150.4 million versus $172 million in the first 
half of 2005. The lower FFO and high capital expenditure levels and higher dividend payments 
not surprisingly led to negative free cash (FFO less capital expenditure net of customer 
contributions, acquisitions and dividends) for Q2/06 and for the first half of 2006. For Q2/06 free 
cash flow was negative $48.9 million and for the first two quarters of 2006 it was negative $87.1 
million. The funding shortfall was met largely through increased short and long-term borrowings. 
The company's large capital expenditure program will dominate cash flows outlays and financing 
activities for the next few years at least, with negative free cash flow expected to be the norm.  

FFO interest coverage for the first half of 2006 was lower than expected at 3.1x, compared to 3.4x 
for the first half of 2005. On a rolling 12-month basis, FFO-to-total debt was low at 12.5%. Given 
the company's need to take on increased debt commitments to fund its large capital expenditure 
program (without immediate receipt of cash flows) and the presence of holding company debt,  
Fortis' consolidated FFO-to-total debt ratio is expected to be on the low side compared to other 
regulated network businesses in Canada. Nevertheless, the company’s FFO-to-total debt for the 
year to June 30, 2006 was lower than expected and the company will need to ensure that this ratio 
in particular shows improvement in the coming quarters to avoid pressure on its ratings. Despite 
the lower cash flows, a positive development for future stability and predictability of cash flows 
in the second quarter of 2006 was the receipt of regulatory approvals of rate applications at 
FortisAlberta, FortisBC, Maritime Electric, Canadian Niagara Power, and Belize Electricity.  

An unquantifiable credit risk is Fortis' appetite for acquisitions. In the company's Q2/06 outlook 
statement its says it expects to focus its capital on funding further acquisitions of utility assets and 
to this end will pursue acquisition opportunities in Canada, the Caribbean and the United States. 
Although this strategy is of no surprise, with the bedding down of its last major acquisitions now 
two years down the track and the recent increase in its major credit facility at the holding 
company level to be used for general corporate purposes, including acquisitions, it appears a 
further acquisition should not be unexpected over the medium term. 

Capital Structure and Liquidity 

Fortis’ leverage as measured by total debt-to-total capital and treating the preference shares as 
equity at June 30, 2006 was consistent with year-end 2005. Despite higher debt outstanding, 
growth in assets during the first half of the year meant leverage of 58.8% was on a par with year-
end 2005 leverage of 58.5%. As of June 30, 2006 Fortis had $2.32 billion of consolidated debt, 
just over $100 million higher than six months previously. The vast majority of the consolidated 
debt, about 85%, resides at the company’s various subsidiaries, with the debt at the holding 
company level comprising $100 million of senior unsecured debentures maturing 2010, US$150 
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million senior unsecured notes maturing 2014, and US$20 million in unsecured subordinated 
debt. At quarter-end Q2/06 Fortis also had additional bank debt of $46.1 million at the holding 
company level. Fortis and its subsidiaries have manageable annual debt repayments of under $100 
million in the period 2006 – 2009.  

During the second quarter of 2006, Fortis’ access to liquidity improved. Available consolidated 
credit facilities at June 30, 2006 were $573.8 million, up from $542.7 million at quarter end 
March 31, 2006, and $538.8 million at year end 2005. The improved access to liquidity in part 
reflects a $50 million increase in credit facilities during the first half of 2006.  Fortis also 
improved the reliability of its credit facilities at the holding company level by extending the 
maturity date of its $145 million and $50 million unsecured term credit facilities to May 2010 and 
January 2011 from May 2008 and January 2009, respectively. Furthermore, subsequent to the end 
of the second quarter the company increased the size of its $145 million credit facility to $250 
million. As of June 30, 2006 Fortis had consolidated cash on hand of $27.4 million, up from 
$21.5 million at the end of the first quarter 2006. 

Credit Ratings 

Fortis has a BBB(High) unsecured debenture rating by DBRS, and a senior unsecured rating of 
BBB from Standard & Poor’s. The outlook on the company by both agencies is Stable. Of interest 
is that apart from the different ratings assigned, a key differentiating feature of the ratings is the 
approach taken by DBRS and Standard & Poor's to the assessment of Fortis' financial risk profile. 
DBRS's focus is more on the non-consolidated financial profile, while Standard & Poor's focus is 
more on the consolidated financial profile.  Both rating agencies recognize the structurally 
subordinated position of the holding company debt vis-à-vis the operating company debt. 

DBRS confirmed its rating on Fortis on February 8, 2006, citing the underlying credit strength of 
the company’s diversified portfolio of regulated utility holdings together with the strength of its 
non-consolidated balance sheet. The stable trend reflects the agency's expectations that the 
company's diversified portfolio of regulated utilities will continue to generate relatively stable 
consolidated earnings over the medium term, with growth coming primarily from growth in the 
utility's customer base and rate base. DBRS is comfortable with Fortis' non-consolidated debt to 
capital of 21% in 2005, with the agency adding that it expects the company to maintain this ratio 
within the 20% to 30% range. Leverage beyond 30% would not support the current rating. 

Standard & Poor’s last affirmed the ratings on Dec. 7, 2005, at which time the outlook on the 
ratings was changed to Stable, from Negative reflecting greater stability in Fortis' business and 
financial profiles and reduced concern surrounding the level of operational and funding risk 
involved with its major capital expenditure program.  The Stable outlook reflects an expectation 
of no material change to the current mix of regulated and unregulated operations, and the 
company successfully undertaking its major capital expenditure program. Furthermore, the 
outlook reflects an expectation of no material debt-funded acquisitions resulting in a weakening 
of its credit metrics due to the limited cushion at the current ratings level for deterioration in 
Fortis' financial profile. 
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Recommendation 

Year-to-date 2006, the company’s 5-year generic credit spreads have remained steady, while the 
company’s 10-year spreads are back to where they were at the start of the year after narrowing 
during the second quarter. Like its 10-year spreads, the company’s 30-year spreads tightened in 
the second quarter before finishing wider by 5 basis points compared to year end 2005. In the 
absence of a material debt funded or higher risk asset acquisition, the ratings on Fortis are 
expected to be consolidated at their current levels as the company’s financial profile is expected 
to show modest improvement from its recent weakened position and Fortis works its way through 
its major capital expenditure program. We are working toward initiating coverage of Fortis. 
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Maturity Schedule  
Amount Issue Issue Outstanding 

Company Coupon Maturity ($mm) Instrument Date Spread Callable CUSIP ($mm)
Newfoundland Power 11.88% 16-Dec-07 $40 First Mortgage 16-Dec-87 145.0 bps Make Whole (+ 75.0 bps) 651350BC3 $32
FortisBC Inc. 6.75% 31-Jul-09 $50 Unsecured Debenture 19-Jul-02 NA Make Whole (+ 40.0 bps) NA $50
FortisBC Inc. 11.00% 01-Dec-09 $15 Secured Debenture 20-Dec-89 NA Make Whole (+ 50 bps) NA $6
Maritime Electric 12.00% 01-May-10 $15 First Mortgage 01-Jan-90 NA NA NA $15
Fortis Inc. 7.40% 25-Oct-10 $100 Debenture 25-Oct-00 175.0 bps Make Whole (+ 43.0 bps) 349553AB3 $100
FortisBC Inc. 9.65% 16-Oct-12 $15 Secured Debenture 16-Oct-92 NA Make Whole (+ 40.0 bps) NA $15
Newfoundland Power 10.55% 01-Aug-14 $40 First Mortgage 09-Aug-89 117.0 bps Make Whole (+ 50.0 bps) 651350BD1 $32
FortisAlberta 5.33% 31-Oct-14 $200 Unsecured Debentures 25-Oct-04 75.0 bps Make Whole ( + 18 bps) 34957EAA9 $200
FortisBC Inc. 5.48% 28-Nov-14 $140 Unsecured Debenture 30-Nov-04 97.0 bps Make Whole ( + 24 bps) 34957UAA3 $140
FortisBC Inc. 8.77% 01-Feb-16 $25 Unsecured Debenture 01-Mar-96 NA Make Whole (+ 35.0 bps) NA $25
Newfoundland Power 10.90% 12-May-16 $40 First Mortgage 02-May-91 116.0 bps Make Whole (+ 50 bps) 651350BE9 $34
Maritime Electric 11.50% 15-Aug-16 $12 First Mortgage 01-Jan-91 NA NA NA $12
Maritime Electric 8.55% 07-Dec-18 $15 First Mortgage 07-Dec-93 NA NA NA $15
Newfoundland Power 9.00% 01-Oct-20 $40 First Mortgage 01-Oct-92 93.0 bps Make Whole (+ 40.0 bps) 651350BG4 $36
FortisBC Inc. 7.81% 01-Dec-21 $25 Unsecured Debenture 01-Jun-97 NA Make Whole (+ 25.0 bps) NA $25
Newfoundland Power 10.13% 15-Jun-22 $40 First Mortgage 15-Jun-92 112.0 bps Make Whole (+ 37.5 bps) 651350BF6 $35
FortisBC Inc. 8.80% 28-Aug-23 $25 Secured Debenture 30-Nov-93 NA Make Whole (+ 40.0 bps) 95358DAA7 $25
Maritime Electric 7.57% 22-Dec-25 $15 First Mortgage 22-Dec-00 NA NA NA $15
Newfoundland Power 8.90% 07-May-26 $40 First Mortgage 07-May-96 68.0 bps Make Whole (+ 20 bps) 651350BH2 $36
Maritime Electric 8.63% 15-Jan-27 $15 First Mortgage 15-Jan-97 NA NA NA $15
Newfoundland Power 6.80% 20-Nov-28 $50 First Mortgage 20-Nov-98 130.0 bps Make Whole (+ 30 bps) 651350BJ8 $47
Maritime Electric 8.92% 03-Jul-31 $20 First Mortgage 03-Jul-96 NA NA NA $20
Newfoundland Power 7.52% 01-Nov-32 $75 First Mortgage 31-Oct-02 185.5 bps Make Whole (+ 46 bps) 651350BK5 $73
FortisAlberta 6.22% 31-Oct-34 $200 Unsecured Debentures 25-Oct-04 115.0 bps Make Whole ( + 28 bps) 34957EAB7 $200
Newfoundland Power 5.44% 15-Aug-35 $60 First Mortgage 15-Aug-05 NA NA NA $59
FortisBC Inc. 5.60% 09-Nov-35 $100 Unsecured Debenture 10-Nov-05 120.0 bps Make Whole ( + 30 bps) 34957UAB1 $100
FortisAlberta 5.40% 21-Apr-36 $100 Unsecured Debentures 21-Apr-06 100.0 bps Make Whole ( + 25 bps) 34957EAC5 $100

 
Ownership Structure 

Widely held. 

 
Credit Facilities  Corp. Lease Schedule (12/31/2005) 

Facility
Company Size Q2/06 FY 2005 Maturity Type
Fortis  Inc.* $795.0 $573.8 $538.8 Lines of Credit
*Represents the consolidated authorized lines of credit of Fortis Inc. and its subsidiaries.

Amount Available

 

Capital Lease
Payments Operating Lease 

Year ($mm) Payments Receipts
2006 2.5 5.3
2007 2.5 6.3
2008 2.5 6.3
2009 2.5 4.1
2010 2.5 4.1

Thereafter 55.8 17.4  
*Represents the consolidated authorized lines of credit of Fortis Inc. and its 
subsidiaries.  

*Capital lease payments are related to the agreement 
entered into by FortisBC for the operation of BTS. 

 
Pension Summary 

FY 2005 FY 2004 FY 2005 FY 2004
($mm) ($mm) ($mm) ($mm)

Accrued Benefit Obligation 389.6 317.1 116.5 95.6
Plan Assets 349.8 309.0 -           -            
Funded Status (39.8) (8.2) (116.5) (95.6)
Accrued Benefit Asset (Liability) 
  Net of Valuation Allowance 97.2 93.9 (53.6) (45.4)

Discount Rate 6-6.25% 6-6.5% 6-6.25% 6-6.75%
Expected Long-term Rate of 
  of Return on Assets 7-7.5% 7.25-7.5% NA NA
Rate of Future Increase in 
  Compensation 3.5-4.5% 3.5-4.5% 3.5-4.5% 3.5-4.5%

Pension  Benefit Plans Other Benefit Plans
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Historical Ratings Senior Unsecured Rating - Fortis 
DBRS   S&P Moody's
Rating Trend Date Rating Trend Date Rating Trend Date
BBB(H) Stable 05-Nov-03 BBB Stable 07-Dec-05 Not Rated
BBB(H) Under Review - Developing 16-Sep-03 BBB Negative 07-Jan-04
BBB(H) Stable 06-Oct-00 BBB Credit Watch Negative 22-Sep-03
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Analyst’s Certification 
I, Laurie Conheady, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  I 
also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this 
report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, 
and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are 
subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. The 
opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to change without notice.  
BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this 
report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The information in this report is not 
intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not be construed as advice designed 
to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of an 
offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB,  or its affiliates expect to 
receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, 
directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 4: BMO NB, BMO Capital Markets Corp. or an affiliate beneficially owns 1% or more of any class of the equity securities of this issuer. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within the 
past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
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Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to 
effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. 
are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 
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Q2/06 EPS Higher than Expected;  
Rating Increased to Outperform 

Price (3-Aug) $22.51 52-Week High $25.64 
Target Price $25.25↑ 52-Week Low $20.33 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.24↑ $1.36↑
P/E   18.2x 16.6x 
 
CFPS $3.35  $3.15  $3.00  $3.17 
P/CFPS   7.5x 7.1x 
 
Div.  $0.54 $0.61 $0.64 $0.78 
EV ($mm) $3,846 $4,863 $5,290 $5,347 
EBITDA ($mm) $380 $507 $560 $599 
EV/EBITDA 10.1x 9.6x 9.5x 8.9x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.32  $0.25 
 
Dividend $0.64 Yield 2.8% 
Book Value $12.18 Price/Book 1.8x 
Shares O/S (mm) 103.5 Mkt. Cap ($mm) $2,330 
Float O/S (mm) 103.5 Float Cap ($mm) $2,330 
Wkly Vol (000s) 1,046 Wkly $ Vol (mm) $23.9 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Oct (E) 

 

Event 
Fortis Inc. reported Q2/06 EPS of $0.37.  After adjusting for the following one-
time items:  (i) after-tax insurance gain of $0.7 million; (ii) gain on the sale of a
hotel asset of $1.6 million after tax; (iii) benefit from the reduction of future 
income tax rates of $1.5 million; and (iv) unrealized foreign exchange gains of
$1.6 million after tax, Q2/06 EPS were $0.31, higher than our expectation of
$0.27.  The variance between actual and expected performance is largely due to:
(1) better than expected performance at FortisAlberta due to higher than
expected rate base growth; and (2) return to normal hydrological conditions in
Belize, substantially increasing the contribution from the non-regulated 
generation business segment.   
 
Impact 

Positive. 
 
Forecasts 
We have revised our financial model to better reflect year-to-date financial 
performance and, as set out herein, made a number of changes to our outlook.
As a result, our diluted 2006 and 2007 EPS estimates increase to $1.24 and
$1.36 from $1.17 and $1.26, respectively.  
 
Valuation 
Our revised target price reflects a weighted average valuation approach:  17x 
2007E diluted EPS of $1.36 (12.5%), 1.75x 2007E BV of $13.44 (12.5%) and a
target yield of 3.00% (75%), assuming 2007 dividends per share of $0.78. 
 Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.24; 2007E: $1.33 

Recommendation 
We believe that the shares are attractively valued at current levels.  We are
increasing our rating to Outperform. 
 
 

Changes Annual EPS  Target
 2006E $1.17 to $1.24          $22.50 to $25.25 
 2007E $1.26 to $1.36          Rating 
                 Mkt to OP 
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Details & Analysis 

Fortis Inc. reported Q2/06 EPS of $0.37.  After adjusting for the following one-time items:  (i) 
after-tax insurance gain of $0.7 million; (ii) gain on the sale of a hotel asset of $1.6 million after 
tax; (iii) benefit from the reduction of future income tax rates of $1.5 million; and (iv) 
unrealized foreign exchange gains of $1.6 million after tax, Q2/06 EPS were $0.31, higher than 
our expectation of $0.27.  The variance between actual and expected performance is largely due 
to: (1) better than expected performance at FortisAlberta due to higher than expected rate base 
growth; and (2) return to normal hydrological conditions in Belize, substantially increasing the 
contribution from the non-regulated generation business segment.   

As illustrated in Table 1, segment quarterly performance and annual estimated earnings (basic) 
include the non-cash foreign exchange gains/losses.  Our estimates do not include these items 
and we exclude then for comparable purposes only. 

Table 1.  Quarterly and Annual Segment Performance 
2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005A Q1/06 Q2/06 2006E 2007E

Newfoundland Power 29.5 31.1 13.0 10.1 3.4 2.9 29.4 10.7 8.0 30.9 33.7
Maritime Electric 7.2 8.2 2.1 2.3 3.0 1.7 9.1 2.1 2.2 10.3 11.6

Fortis Ontario 6.5 4.3 1.1 0.9 0.5 0.2 2.7 1.0 0.5 3.6 6.
FortisAlberta 0.0 18.6 7.8 7.8 7.5 7.2 30.3 9.5 11.3 31.8 34.0

FortisBC 0.0 17.7 8.9 5.4 4.8 5.6 24.6 11.8 3.4 26.0 28.8
Belize Electricity 6.7 7.2 1.0 1.9 3.2 2.0 8.1 1.5 2.3 8.9 9.4

Caribbean Utilities 10.5 0.8 2.5 2.0 3.0 2.8 10.3 1.6 2.1 10.2 9.8
Fortis Generation 10.9 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0 24.8 26.2
Fortis Properties 11.0 11.8 1.5 4.8 4.9 2.9 14.1 1.5 5.0 15.8 17.2

Corporate (8.6)

2

(23.4) (8.7) (9.6) (3.9) (8.6) (30.9) (8.5) (6.7) (32.3) (28.3)
Earnings Before Non-Recurring items 73.6 89.1 31.3 28.7 34.2 25.2 119.3 36.6 34.1 129.9 148.6

Average Shares 69.2 84.7 98.0 102.9 103.0 103.0 101.8 103.3 103.4 103.4 106.3
Net Earnings to Common (Basic) $1.06 $1.05 $0.32 $0.28 $0.33 $0.24 $1.17 $0.35 $0.33 $1.26 1.40

Net Earnings to Common (Diluted) $1.03 $0.99 $1.10 $1.24 1.36  

Source:  BMO Capital Markets 

We believe that the following points are relevant about Q2/06 performance: 

• During the second quarter, negotiated settlement agreements were approved and 
implemented at FortisAlberta and FortisBC.  Both of these agreements were effective 
January 1, 2006 and the respective adjustments required to implement the settlements were 
implemented in Q2/06.  We believe that there may have been a moderate realignment of 
expenses from Q1/06 to Q2/06 due to the timing of approval of the settlements; however, 
we do not believe that the amount on a net basis is material to Q2/06 or likely to affect 
overall fiscal 2006 performance. 

• As highlighted in Table 2, a return to normal hydrological conditions in Belize resulted in a 
substantial increase in hydroelectric energy production from the 25 MW Mollejon and the 
recently completed 7.3 MW Chalillo hydroelectric facilities.  We note that the storage 
reservoir constructed in conjunction with Chalillo represents approximately 45 GWh when 
at full supply level.  The reservoir is currently full.  The combined Chalillo/Mollejon 
facilities are expected to produce approximately 150 GWh of energy in fiscal 2006.  As 
illustrated by Table 2, annual production from the Mollejon facility has been adversely 
affected by lower than normal hydrology over consecutive fiscal periods and the lack of 
upstream storage that would have increased the production of the facility and potentially 
smoothed production over time.  There was no benefit recorded in the generation segment 
arising from the reduction in future income tax rates. 
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• We have adjusted the segment contribution from Fortis Properties to net out the $1.6 
million after-tax gain on the sale of the Days Inn Sydney hotel and further adjusted the 
segment contribution to deduct a $1.5 million benefit arising from lower future taxation 
rates. 

Table 2.  FortisGeneration – Actual Fiscal and Quarterly Performance 
Fortis Generation

2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06
Operating Revenue 57.1 16.7 17.0 15.5 20.0 69.2 17.0 19.2 21.7 26.0 83.9 19.3 19.3

Energy Supply Costs 2.6 1.6 1.2 1.3 1.7 5.8 1.9 1.8 0.9 1.6 6.2 1.9 1.4
Operating Expenses 13.9 4.2 3.8 4.4 3.6 16.0 4.8 4.4 2.5 6.1 17.8 4.0 3.9
Depreciation 7.7 2.5 2.5 2.6 2.7 10.3 2.6 2.5 2.6 2.6 10.3 2.7 2.6
Operating Income 32.9 8.4 9.5 7.2 12.0 37.1 7.7 10.5 15.7 15.7 49.6 10.7 11.4

Interest Expense 13.3 3.8 3.8 4.0 3.8 15.4 3.9 4.0 3.5 2.7 14.1 2.7 2.6
Income Taxes 8.5 1.9 2.1 1.2 1.7 6.9 1.4 2.4 4.4 3.5 11.7 2.2 2.3
Non-controlling Interest 0.3 -0.2 0.4 0.0 1.7 1.9 0.3 0.9 0.0 1.0 2.2 0.4 0.5
Net Earnings 10.9 2.9 3.2 2.0 4.7 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0

Energy Sales (GWh) 2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06

Central Newfoundland 17 19 41 29 63 152 35 48 26 50 159 38 39
Ontario 705 165 166 174 184 721 184 176 166 182 708 187 177
Belize 61 15 11 16 21 63 7 7 18 36 68 27 33
British Columbia 0 0 6 9 8 23 5 11 15 8 39 3
Upper New York State 87 15 22 10 23 70 17 16 7 35 75 29
Total 870 214 246 238 299 1,029 248 258 232 311 1,049 284 290

Fortis Generation
2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06

Operating Revenue 65.6 78.0 69.1 65.1 67.0 67.3 68.5 74.4 93.5 83.6 80.0 68.0 66.6

Energy Supply Costs 2.9 7.5 4.9 5.5 5.7 5.6 7.7 7.0 3.9 5.1 5.9 6.7 4.8
Operating Expenses 16.0 19.6 15.4 18.5 12.2 15.6 19.4 17.1 10.8 19.6 17.0 14.1 13.4
Depreciation 8.8 11.7 10.2 10.9 9.0 10.0 10.5 9.7 11.2 8.4 9.8 9.5 9.0
Operating Income 37.9 39.3 38.6 30.3 40.2 36.1 31.0 40.7 67.7 50.5 47.3 37.7 39.3

Interest Expense 15.3 17.8 15.4 16.8 12.8 15.0 15.7 15.5 15.1 8.7 13.4 9.5 9.0
Income Taxes 9.8 8.9 8.5 5.0 5.8 6.7 5.6 9.3 19.0 11.3 11.2 7.7 7.9
Non-controlling Interest 0.3 -0.9 1.6 0.0 5.8 1.9 1.2 3.5 0.0 3.2 2.1 1.4 1.7
Net Earnings 12.5 13.6 13.0 8.4 15.7 12.4 8.5 12.4 33.6 27.3 20.6 19.0 20.7

Millions

$/MWh

13
28

 

Source:  Company Reports, BMO Capital Markets 

• The contribution from FortisAlberta was higher than expected, largely due to the quantum 
and timing of capital expenditures.  Gross capital expenditures were $59.319 million in 
Q2/06 and $105.1 million year to date, a $40.4 million increase in gross capital 
expenditures versus the six months ended June 30, 2005.  We previously assumed that 
planned capital expenditures would total some $177 million in 2006 and a similar amount 
in 2007. 

• The decline in the Q2/06 contribution from Newfoundland power versus Q2/05 reflects the 
previously announced change in the revenue recognition policy of the utility from a billed 
basis to an accrual basis. The change in revenue recognition policy is not expected to 
materially change fiscal 2006 performance.  We expect Q3 and Q4/06 performance to 
compare favourably versus Q3 and Q4/05. 

Estimates 

We have revised our financial model to better reflect year-to-date financial performance.  As a 
result, our diluted 2006 and 2007 EPS estimates increase to $1.24 and $1.36 from $1.17 and 
$1.26, respectively.  Our outlook reflects a number of key assumptions: 
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• We continue to assume that the company issues approximately $100 million in equity in 
2007, in order to preserve and enhance its credit metrics over the forecast period. 

• We have increased the company’s ownership interest in Caribbean Utilities to 37.4% versus 
37.3% previously. 

• We have increased the company’s ownership interest in Belize to 70.1% from 68.5%, 
previously, as a result of the recently completed rights offering. 

• We have increased our gross capital expenditure expectation at FortisAlberta to 
approximately $240 million in each of 2006 and 2007 from approximately $177 million. 

• We have increased the estimated production from Belizian facilities and reduced operating 
expenses in the non-regulated generating segment, reflecting a return to normal 
hydrological conditions for 2006 and 2007. 

Valuation 

Our revised target price reflects a weighted average valuation approach:  17x 2007E diluted 
EPS of $1.36 (12.5%), 1.75x 2007E BV of $13.44 (12.5%) and a target yield of 3.00% (75%), 
assuming 2007 dividends per share of $0.78.  We have reduced our target yield to 3% from 
3.25% to reflect the following key points: 

• Over the 2005 to 2010 forecast period, diluted EPS are expected to grow by 5.2%.  We note 
that this is one of the best growth rates in our coverage universe. 

• EPS growth is largely reliant on rate base growth at utility operations subject to cost of 
service regulation.  We believe that this growth profile has significantly lower project 
execution risk that the construction of large diameter, inter and intra-state/province liquids 
and natural gas transportation facilities and the refurbishment of laid-up nuclear reactors.   

• The company’s non-regulated generating portfolio is almost exclusively comprised of long-
life, hydroelectric assets, without material exposure to natural gas spark spread risks. 

• Forecast EPS do not rely on highly volatile midstream processing and natural gas storage 
revenues, which are subject to substantial seasonal volatility due to weather, basis 
differentials between natural gas hubs, fractionation margins and the relationship between 
natural gas and oil prices. 

• Financial reporting structure of the company is transparent and superior to a number of 
entities in its Canadian peer group. 

• The company’s dividend payout ratio, actual and forecast, is expected to remain in the 50–
60% of basic EPS range over the forecast period, below the average range of 60–70% of its 
utility peer group. 

Recommendation 

We believe that the shares are attractively priced at current levels.  We are increasing our rating 
to Outperform. 
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Table 3.  Consolidated Summary Sheet 

Current Price: $22.59 BMO Capital Markets
12-Month Target Price: $25.25
ROR: 14.6% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.26 $1.40
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.24 $1.36
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.18 $0.18

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.56 $0.59
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.27)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 50.9% 55.8%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 106.3
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.42 13.44

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $22.59
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 18.0 16.2
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.82 1.68
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.83% 3.45%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 324.4 368.3
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2164.4 2175.9

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1287.2 1462.9

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4350.1 4579.4
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 7.5% 8.0%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 49.8% 47.5%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.5% 4.3%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.3% 7.0%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.6% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 29.6% 31.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 129.9 148.6

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 316.8 346.3  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.20    19  0.64   2.8     53  11.96   1.9    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  12.1   6.4  11.4

10 Year:   6.7   4.1   7.1
20 Year:   4.4   3.9   6.3

* Current EPS is the 4 Quarter Trailing to Q1/2006.
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FTS - Rating as of 25-Aug-03 = OP

Date Rating Change Share Price

1 4-Sep-03 OP  to Mkt $15.00

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 40% 49% 48% 
Hold Market Perform 50% 47% 45% 
Sell Underperform 10% 4% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
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Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
TO U.S. RESIDENTS: HNC and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns, furnish this report to U.S. residents and 
accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect 
transactions in any security discussed herein should do so through HNC and/or BMO Nesbitt Burns Securities Ltd. 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to pages 2 to 4. 

 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform  
Stock Price: $23.94 
Target Price: $25.25 
 

 

August 28, 2006 
Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
 
 

 

Acquisition of Turks and Caicos Utilities Announced 
   

Impact  Slightly Positive 
   

Details & Analysis  Fortis has announced that it has acquired all of the shares of two utilities 
based in the Turks and Caicos Islands, P.P.C. Limited and Atlantic
Equipment and Power (Turks and Caicos) Limited, for US$90 million,
including assumed debt.  Both utilities operate under exclusive, long-term 
licence arrangements in their respective jurisdictions and are regulated
under a traditional rate of return on rate base approach.  The utilities are
allowed to earn a fixed rate of return of 17.5% on a defined asset base,
which was approximately US$50 million as at June 30, 2006.  We estimate 
that the transaction could add approximately $0.01-0.02 to our 2007E EPS, 
depending on financial assumptions, including the amount of project-level 
debt assumed by Fortis.  This acquisition is in line with our expectations for
the following reasons: (1) it allows Fortis to expand its regulated Caribbean
utility operations in a stable jurisdiction; (2) it is consistent with
management’s past comments which indicated that Fortis was seeking to
expand its regulated Caribbean operations; and (3) we presently assume 
that Fortis will issue approximately $100 million of equity in 2007.  No
change in view.  We rate the share of Fortis Outperform. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    18  0.64   2.8     51  12.18   1.8    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.0   6.4  11.8

10 Year:   7.2   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 16-Sep-03 = NR

Date Rating Change Share Price

1 16-Sep-03 NR  to OP $13.94

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 40% 49% 48% 
Hold Market Perform 50% 47% 45% 
Sell Underperform 10% 4% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
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(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 7. 
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Price (1-Sep) $24.80 52-Week High $25.64 
Target Price $26.00↑ 52-Week Low $20.36 
 

5

10

15

20

25

0.6

0.8

1.0

1.2

1.4

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share

0

5

10

0

5

10
Volume (mln)

2002 2003 2004 2005 2006
0

100

200

0

100

200
FTS Relative to S&P/TSX Comp

Last Data Point: August 25, 2006
 

(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.26↑ $1.41↑
P/E   19.7x 17.6x 
 
CFPS $3.35  $3.15  $3.00  $3.17 
P/CFPS   8.3x 7.8x 
 
Div.  $0.54 $0.61 $0.64 $0.78 
EV ($mm) $3,846 $4,863 $5,644 $5,795 
EBITDA ($mm) $380 $507 $575 $629 
E
 

V/EBITDA 10.1x 9.6x 9.8x 9.2x 

Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.33↑ $0.27↑
 
Dividend $0.64 Yield 2.6% 
Book Value $12.18 Price/Book 2.0x 
Shares O/S (mm) 103.5 Mkt. Cap ($mm) $2,567 
Float O/S (mm) 103.5 Float Cap ($mm) $2,567 
Wkly Vol (000s) 1,104 Wkly $ Vol (mm) $25.4 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Oct (E) 

Turks & Caicos Acquisition; Outperform Rating 
Maintained 
 

Event 
On August 28, Fortis announced that it has acquired all of the outstanding
shares of P.P.C Limited and Atlantic Equipment and Power (Turks and Caicos)
Limited from T.C. Energy Holdings Inc. for US$90 million.  The combined
utilities serve approximately 7,500 customers or 80% of customers in the Turks 
and Caicos pursuant to 50-year licences.  The utilities have a combined installed
generating base of 35 MW and a peak load of 20 MW.  We believe that the 
transaction price is approximately 7.5x fiscal 2005 EBITDA, the lower end of
the range of observed transactions. 
 
Impact 

Positive. 
 
Forecasts 
We have updated our financial model to reflect this acquisition.  We have
included a number of assumptions, as set out herein and our diluted 2006 and
2007 EPS estimates increase to $1.26 and $1.41, respectively, from $1.24 and 
$1.36 per share previously. 
 
Valuation 
We have increased our target price to $26.  Our new target price reflects a
weighted average valuation approach:  17x 2007E diluted EPS of $1.41
(12.5%), 2.0x 2007E book value of $13.68 (12.5%) and a target yield of 3%
(75%), assuming 2007E dividends of $0.78. 
 
Recommendation 

We believe that the shares are attractively valued.  Our rating is Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.26; 2007E: $1.37 

 
 

Changes Annual EPS  Quarterly EPS Target
 2006E $1.24 to $1.26         Q3/06E $0.32 to $0.33 $25.25 to $26.00 
 2007E $1.36 to $1.41         Q4/06E $0.25 to $0.27  
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Details & Analysis 

On August 28, Fortis announced that it has acquired all of the outstanding shares of P.P.C 
Limited and Atlantic Equipment and Power (Turks and Caicos) Limited from T.C. Energy 
Holdings Inc. for US$90 million.  The combined utilities serve approximately 7,500 customers 
or 80% of customers in the Turks and Caicos pursuant to 50-year licences.  The utilities have a 
combined installed generating base of 35 MW and a peak load of 20 MW.    We note the 
following about the announced acquisition: 

• PPC is the sole provider of electricity in Provindenciales, North Caicos and Middle Caicos 
pursuant to an exclusive 50-year licence that expires in 2037.  Atlantic is the sole provider 
of electricity in South Caicos pursuant to an exclusive 50-year licence that expires in 2036.   

• We continue to believe that Fortis is likely to acquire additional utility assets in the 
Caribbean, likely Bermuda and the Bahamas.  We do not expect Fortis to pursue the 
acquisition of the assets presently offered for sale by Mirant, which include:  Jamaica 
Public Service Company Limited – 80%, Grand Bahama Power Company – 55%, Power 
Generation Company of Trinidad and Tobago – 39%, Curacao Utilities Company – 25.5%.  
In 2005, these assets contributed approximately US$156 million of adjusted EBITDA. 

• The announced acquisition of US$90 million includes the assumption of approximately 
US$20 million of existing bank debt, which is likely to be refinanced.  The acquisition was 
priced at 7.5x EV/EBITDA, at the low end of the range of recently observed transactions. 

• Utility rates are adjusted annually.  The utilities make an annual filing with the Energy 
Commission and if the actual, realized return on defined assets is less than 17.5%, the 
utilities are entitled to a rate increase.  There has not been a rate increase in a number of 
years.  Base fuel costs (diesel) are included in rates and costs above the base rate are 
deferred and recovered from customers on a two-month lagged basis. 

• The utilities maintain adequate hurricane insurance and the most recent policy was renewed 
on July 1, 2006.  Approximately US$20 million of the gross US$57 million utility assets 
are transmission and distribution facilities that are not subject to insurance protection.  
Generating capacity of approximately US$25 million is fully insured.  The utilities 
maintain adequate business interruption insurance coverage, subject to a deductible. 

• The two principle risks associated with this acquisition are:  (1) hurricanes; and (2) risk of 
government intervention in the licence.  Although we have not seen the governing licences, 
we understand that the government has limited ability to interfere with the normal course 
operation of the licences and can only intervene when the utilities don’t deliver service. 

Estimates 

We have updated our financial model to reflect this acquisition.  Our diluted 2006 and 2007 
EPS estimates increase to $1.26 and $1.41, respectively, from $1.24 and $1.36 per share 
previously.  Our estimates reflect the following key assumptions: 

• Target capital structure for Fortis Inc. of 60% debt and 40% equity, with the equity 
component likely to be 30% common equity and 10% preferred shares. 

• Equity issue in 2007 of $140 million. 



BMO Capital Markets Fortis Inc. 
 

Page 3 • September 5, 2006      

• Regulated asset base of US$50 million in 2006, a return on rate base of 17.5%.  Annual 
capital expenditures are assumed to be US$8 million per annum and depreciation is 
assumed to be 3.5% per annum or approximately US$2 million.   

• 60% or US$54 million of the purchase price is funded with U.S. dollar denominated debt at 
a cost of approximately 8%.  

Valuation 

We have increased our target price to $26.  Our new target price reflects a weighted average 
valuation approach:  17x 2007E diluted EPS of $1.41 (12.5%), 2.0x 2007E book value of 
$13.68 (12.5%) and a target yield of 3% (75%), assuming 2007E dividends of $0.78. 

Recommendation 

We believe the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 1.  Consolidated Summary Sheet 

05-Sep-06 Karen J. Taylor
Current Price: $24.80 BMO Capital Markets
12-Month Target Price: $26.00
ROR: 7.4% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.28 $1.46
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.26 $1.41
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.16

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.24
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.21 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.56 $0.59
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.31) ($0.26)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 50.1% 53.5%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 107.1
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.44 13.68

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $24.80
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.4 17.0
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.99 1.81
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.58% 3.15%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 423.8 457.2
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2164.4 2175.9

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 319.5 319.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1289.5 1512.0

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4451.8 4717.5
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 9.5% 9.7%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 48.6% 46.1%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.4% 4.1%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 7.2% 6.8%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.5% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 29.0% 32.1%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 132.3 156.0

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 319.1 354.8  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.5     51  12.18   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.0   6.4  11.8

10 Year:   7.2   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 23-Sep-03 = NR

Date Rating Change Share Price

1 24-Oct-03 NR  to Mkt $14.19

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

10 8-Aug-06 Mkt  to OP $23.24

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 40% 49% 48% 
Hold Market Perform 50% 47% 45% 
Sell Underperform 10% 4% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
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Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 

 

Perpetual Preferred Share Issue;  
Outperform Rating Maintained 

Price (12-Sep) $24.64 52-Week High $25.64 
Target Price $26.00  52-Week Low $20.36 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.25↓ $1.40↓
P/E   19.7x 17.6x 
 
CFPS $3.35  $3.15  $3.08  $3.31 
P/CFPS   8.0x 7.4x 
 
Div.  $0.54 $0.61 $0.64 $0.78 
EV ($mm) $3,846 $4,863 $5,715 $5,848 
EBITDA ($mm) $380 $507 $581 $644 
EV/EBITDA 10.1x 9.6x 9.8x 9.1x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.32↓ $0.26↓
 
Dividend $0.64 Yield 2.6% 
Book Value $12.18 Price/Book 2.0x 
Shares O/S (mm) 103.5 Mkt. Cap ($mm) $2,550 
Float O/S (mm) 103.5 Float Cap ($mm) $2,550 
Wkly Vol (000s) 1,100 Wkly $ Vol (mm) $25.4 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Oct (E) 

 

Event 
Fortis Inc. has announced that it has issued $125 million Series F Cumulative
Redeemable First Preference Shares, bearing a dividend rate of 4.90%.  The
shares are not redeemable prior to December 1, 2011 and have no shareholder 
retraction rights.  Proceeds from the issue will be used to repay approximately
$72 million borrowed by the company on its corporate credit facility to partially
fund the US$90 million acquisition of utility assets on the Turks & Caicos
Islands (announced on August 28, 2006) and to fund further equity investments
in the company’s western Canadian regulated utility operations, to support
robust capital expenditure programs and general corporate purposes. 
 
Impact 

Neutral. 
 
Forecasts 
We have updated our financial model to reflect the issuance of the perpetual
preferred shares.  We have also assumed that the company is no longer likely to
issue common equity of approximately $130 million.  As a result of these
changes, our 2006 and 2007 EPS estimates decline by $0.01 per share to $1.25
and $1.40, respectively. 
 
Valuation 
Our target price reflects a weighted average valuation approach:  17x diluted
2007E EPS of $1.40 (12.5%), 2x 2007E BV of $13.13 (12.5%), and a target
yield of 3% (75%), assuming 2007 dividends per share of $0.78. 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.27; 2007E: $1.41 

Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 
 
 Changes Annual EPS  Quarterly EPS 

 2006E $1.26 to $1.25         Q3/06E $0.33 to $0.32    
 2007E $1.41 to $1.40         Q4/06E $0.27 to $0.26  
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Table 1.  Consolidated Summary Sheet 

14-Sep-06 Karen J. Taylor
Current Price: $24.38 BMO Capital Markets
12-Month Target Price: $26.00
ROR: 9.3% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.26 $1.44
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.25 $1.40
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.32
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.17

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.21 $0.25

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.56 $0.61
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.33)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 50.6% 54.1%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 103.9
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.42 13.13

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $24.38
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.3 16.9
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.96 1.86
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.63% 3.20%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 300.3 477.4
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2164.4 2175.9

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 444.5 444.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1288.0 1366.8

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4451.8 4717.5
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 6.7% 10.1%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 48.6% 46.1%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.4% 4.1%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 10.0% 9.4%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.5% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 28.9% 29.0%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 130.7 149.9

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 319.1 354.8  
Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.5     51  12.18   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.0   6.4  11.8

10 Year:   7.2   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 2-Oct-03 = NR

Date Rating Change Share Price

1 24-Oct-03 NR  to Mkt $14.19

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

10 8-Aug-06 Mkt  to OP $23.24

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Non-
Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 40% 49% 48% 
Hold Market Perform 50% 47% 45% 
Sell Underperform 10% 4% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with three key businesses: electric utility 
operations, non-regulated electric power generation, and 
non-utility property activities. Electric power operations 
include: Newfoundland Power (100%, Newfoundland), 
Maritime Electric (100%, PEI), FortisOntario (100%, Fort 
Erie, Ontario), Belize Electricity (68%, Belize), Caribbean 
Utilities (37.2%, Grand Cayman Island), FortisAlberta 

(100%, Alberta) and FortisBC (100%, British Columbia). 
Website: fortisinc.com 
Recent Results – Fortis Inc. reported Q2/06 EPS of $0.37. 
After adjusting for the following one-time items: (i) after-
tax insurance gain of $0.7 million; (ii) gain on the sale of a 
hotel asset of $1.6 million after tax; (iii) benefit from the 
reduction of future income tax rates of $1.5 million; and (iv) 
unrealized foreign exchange gains of $1.6 million after tax, 
Q2/06 EPS were $0.31, higher than our expectation of 

           (FY-Dec.) 2004A 2005A 2006E 2007E
 

Price (7-Sep) $24.68 52-Week High $25.64 EPS  $0.99 $1.10 $1.26 $1.41 
Target Price $26.00 52-Week Low $20.36 P/E   19.6x 17.5x 
 

Dividend $0.64 Book Value $12.18 CFPS  $3.35 $3.15 $3.08 $3.31 
Yield 2.6% Price/Book 2.0x P/CFPS   8.0x 7.4x 
 

Shares O/S (mm) 103.5 Mkt. Cap ($mm) $2,554 Div.  $0.54 $0.61 $0.64 $0.78 
Float O/S (mm) 103.5 Float Cap ($mm) $2,554 EV ($mm) $3,846 $4,863 $5,715 $5,848 
Wkly Vol (000s) 1,104 Wkly $ Vol (mm) $25.4 EBITDA ($mm) $380 $507 $581 $644 
Net Debt ($mm) $2,553 Next Rep. Date 31-Oct  (E) EV/EBITDA  10.1x 9.6x 9.8x 9.1x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.9% 9.8% 10.3% 10.3% 
2004A $0.27  $0.31  $0.27  $0.22 Book Value ($) $10.47  $11.76  $12.44  $13.68  
2005A $0.32  $0.28  $0.33  $0.24 D/Tot. Cap. (%) 68.8% 63.9% 65.9% 63.1% 
2006E $0.35 a $0.33 a $0.33  $0.27 Reg. ROE (%) 9.8% 9.2% 8.8% 8.8% 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 9, 10C 
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$0.27. The variance between actual and expected 
performance is largely due to: (1) better than expected 
performance at FortisAlberta due to higher than expected 
rate base growth; and (2) return to normal hydrological 
conditions in Belize, substantially increasing the 
contribution from the non-regulated generation business 
segment. 
Corporate Developments – On August 28, Fortis 
announced that it has acquired all of the shares of two 
utilities based in the Turks and Caicos Islands, P.P.C. 
Limited and Atlantic Equipment and Power (Turks and 
Caicos) Limited, for US$90 million, including assumed 
debt. Both utilities operate under exclusive, long-term 
licence arrangements in their respective jurisdictions and are 

regulated under a traditional rate of return on rate base 
approach. The utilities are allowed to earn a fixed rate of 
return of 17.5% on a defined asset base, which was 
approximately US$50 million as at June 30, 2006. 
Forecasts – Our diluted 2006 and 2007 EPS are $1.26 and 
$1.41, respectively. 
Valuation – Our target price of $26.00 reflects a weighted 
average valuation approach: 17x 2007E diluted EPS of 
$1.41 (12.5%), 2.00x 2007E BV of $13.68 (12.5%) and a 
target yield of 3.00% (75%), assuming 2007 dividends per 
share of $0.78. 
Recommendation – We believe the shares are attractively 
valued.  Our rating is Outperform 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that 
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out 
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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EPS (4 Qtr Trailing)
 Price / Earnings 

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.5     51  12.18   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.0   6.4  11.8

10 Year:   7.2   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 6-Oct-03 = NR

Date Rating Change Share Price

1 24-Oct-03 NR  to Mkt $14.19

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

10 8-Aug-06 Mkt  to OP $23.24
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis 
Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may 
be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital 
Markets Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or 
provide other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell 
securities of issuers discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that 
we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not  an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates 
who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Non-
Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 40% 49%  48% 
Hold Market Perform 50% 47%  45% 
Sell Underperform 10% 4%  7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
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We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

 

September 26, 2006 
Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 

 
Newfoundland Power Files Application – 
Outperform Maintained  

Price (22-Sep) $24.60 52-Week High $25.64 
Target Price $26.75  52-Week Low $20.36 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.25  $1.39↓
P/E   19.7x 17.7x 
 
CFPS $3.35  $3.15  $3.08  $3.31 
P/CFPS   8.0x 7.4x 
 
Div.  $0.54 $0.61 $0.64 $0.78 
EV ($mm) $3,846 $4,863 $5,682 $5,880 
EBITDA ($mm) $380 $507 $577 $638 
E
 

V/EBITDA 10.1x 9.6x 9.8x 9.2x 

Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.32  $0.26 
 
Dividend $0.64 Yield 2.6% 
Book Value $12.18 Price/Book 2.0x 
Shares O/S (mm) 103.5 Mkt. Cap ($mm) $2,546 
Float O/S (mm) 103.5 Float Cap ($mm) $2,546 
Wkly Vol (000s) 1,077 Wkly $ Vol (mm) $24.9 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Oct (E) 

 
Event 
On September 13, Newfoundland Power filed a 2007 Amortization and Cost
Deferrals Application with the Board of Commissioners of Public Utilities, in
which the utility addresses a number of 2007 costs that are not reflected in
customer rates (including $2.7 million of increased income tax costs, $5.8
million of increased depreciation expenses related to the conclusion of the
depreciation true-up that was concluded in 2005, and $1.8 million of
replacement energy costs associated with the planned 2007 refurbishment of the
Rattling Brook hydroelectric plant) and a proposal to: (1) amortize $2.7 million
of the 2005 Unbilled Revenue as revenue in 2007; (2) defer $5.8 million in
higher depreciation costs; (3) defer $1.1 million of the replacement power costs; 
and (4) confirm a 2007 forecast rate base of $785.3 million.  The allowed rate of
return on rate base appears to be within the band established by the automatic
adjustment mechanism used by the Commission (allowed ROE currently 9.24%, 
with a 50 basis point range). 
 
Impact 
Netural. 
 

Forecasts 
We have updated our outlook to incorporate the September 13 application.  Our 
2006 EPS estimate is unchanged and our diluted 2007 EPS estimate declines
marginally to $1.39 from $1.40.   
 
Valuation 
Our target price reflects a weighted average valuation approach:  17x 2007E
diluted EPS of $1.30 (12.5%), 2.00 2007E BV per share of $13.11 (12.5%), and
a target yield of 2.85% (75%), assuming 2007E dividends of $0.78. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.27; 2007E: $1.41  

Recommendation 

We believe the shares are attractively valued.  Our rating is Outperform. 
 
 Changes Annual EPS  

 2007E $1.40 to $1.39                
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Table 1.  Consolidated Summary Sheet 

25-Sep-06 Karen J. Taylor
Current Price: $24.35 BMO Capital Markets
12-Month Target Price: $26.75
ROR: 12.5% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.26 $1.43
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.25 $1.39
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.31
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.17

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.21 $0.25

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.56 $0.61
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.33)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.64 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 50.6% 54.7%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 103.9
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.42 13.11

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $24.35
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.3 17.1
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.96 1.86
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.63% 3.20%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 300.3 481.8
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2164.4 2175.9

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 444.5 444.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1288.0 1365.1

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4451.8 4720.2
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 6.7% 10.2%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 48.6% 46.1%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.4% 4.1%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 10.0% 9.4%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.5% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 28.9% 28.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 130.7 148.2

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 319.1 350.4  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.5     51  12.18   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.0   6.4  11.8

10 Year:   7.2   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 14-Oct-03 = NR

Date Rating Change Share Price

1 24-Oct-03 NR  to Mkt $14.19

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

10 8-Aug-06 Mkt  to OP $23.24

1.0

 



BMO Capital Markets Fortis Inc. 
 

 

 Page 4 • September 26, 2006      

 
Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Non-
Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to pages 2 to 4. 
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Stock Rating: Outperform  
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Target Price: $26.75 
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Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

Quarterly Dividend Increased 18.75% 
   

Impact  Neutral 
   

Details & Analysis  Fortis has announced that its quarterly common share dividend has been
increased by 18.75% to $0.19 per share versus $0.16 per share presently. 
The higher common share dividend is payable on December 1, 2006 to
shareholders of record at the close of business on November 3, 2006.  The
dividend increase is one quarter earlier than expected and $0.005 per share
lower than expected.  We estimated that the quarterly dividend would
increase to $0.195, effective for the first payment in 2007. No change in
view.  We rate the shares of Fortis Inc. Outperform. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.5     51  12.18   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.0   6.4  11.8

10 Year:   7.2   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 17-Oct-03 = NR

Date Rating Change Share Price

1 24-Oct-03 NR  to Mkt $14.19

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

10 8-Aug-06 Mkt  to OP $23.24
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to pages 2 to 4. 

 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform  
Stock Price: $24.44 
Target Price: $26.75 
 

 

October 2, 2006 
Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

Capital Budget Approved and 2007 Rate Application Filed 
   

Impact  Neutral 
   

Details & Analysis  On September 29, FortisBC Inc. (100% - Fortis Inc.) announced that it has 
filed an application with the British Columbia Utilities Commission to set
customer electricity rates for 2007.  The company is seeking a 2.9% rate
increase, effective January 1, 2007.  The multi-year performance based 
incentive regulation model approved for 2006 was used to calculate the
proposed rate increase.  We have not yet reviewed this application.
Newfoundland Power (100% - Fortis Inc.) has announced that its 2007 
Capital Budget of $62 million has been approved by the Newfoundland and 
Labrador Board of Commissioners of Public Utilities.  The capital budget is
consistent with our outlook for Newfoundland Power and is fully reflected
in our 2007 estimates.  No change in view.  We rate the shares of Fortis Inc.
Outperform. 
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Last Daily Data Point: September 29, 2006
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.5     51  12.18   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  13.0   6.4  11.8

10 Year:   7.2   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 21-Oct-03 = NR

Date Rating Change Share Price

1 24-Oct-03 NR  to Mkt $14.19

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

10 8-Aug-06 Mkt  to OP $23.24
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Peter Rhamey, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

 

October 4, 2006 
Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

FortisBC Files for 2.9% Rate Increase; 
Outperform Rating Unchanged 

Event 
On September 29, FortisBC (100% - Fortis Inc.) filed a Preliminary 2007
Revenue Requirements application with the British Columbia Utilities
Commission.  The application was filed pursuant to the previously approved
Performance Based Regulation (PBR) Settlement for the years 2007 to 2009,
inclusively.  The utility is also seeking to address the filing via the
Commission’s Negotiated Settlement Process.  The application stipulates that
the prime components of the requested rate increase include: (i) the increased
cost of financing a growing rate base (2.4% increase); (ii) increased power
purchase costs (1.8% increase); and (iii) slightly higher operating costs (0.3%), 
offset by: (i) lower income tax expense due to timing differences and lower 
water fees (reduction of 1.1%); and (ii) incentive flow-through adjustments from 
the PBR (reduction of 0.5%). 

Impact 
Neutral. 

Forecasts 
We have updated our financial model to reflect the application.  In particular,
we have updated our outlook to reflect the reorganization of FortisBC and
Princeton Light and Power Company, Limited.  Our fiscal 2006 diluted EPS
estimate is unchanged at $1.25, but our diluted 2007E EPS declines marginally 
to $1.38 from $1.39.  Key metrics in the application include mid-year rate base 
of $771.3 million and capital expenditures of $128.5 million.  We note that our
estimates are likely to be subject to a further change once the ROE is set for
2007 in early December 2006. 

Valuation 
Out target price reflects a weighted average valuation approach:  17x 2007E
diluted EPS of $1.38 (12.5%), 2.0x 2007E BV of $13.07 (12.5%), and a target
yield of 2.85% (75%), assuming 2007 dividends of $0.78 per share. 

Price (3-Oct) $24.84 52-Week High $25.64 
Target Price $26.75  52-Week Low $20.36 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.25  $1.38↓
P/E   19.9x 18.0x 
 
CFPS $3.35  $3.15  $3.08  $3.31 
P/CFPS   8.1x 7.5x 
 
Div.  $0.54 $0.61 $0.67 $0.78 
EV ($mm) $3,846 $4,863 $5,683 $5,885 
EBITDA ($mm) $380 $507 $577 $633 
EV/EBITDA 10.1x 9.6x 9.8x 9.3x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.32  $0.26 
 
Dividend $0.64 Yield 2.6% 
Book Value $12.18 Price/Book 2.0x 
Shares O/S (mm) 103.5 Mkt. Cap ($mm) $2,571 
Float O/S (mm) 103.5 Float Cap ($mm) $2,571 
Wkly Vol (000s) 1,067 Wkly $ Vol (mm) $24.7 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Oct (E) 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.27; 2007E: $1.40 

 
Recommendation 

We believe that the shares are attractively valued.  Our rating is Outperform. 
 
 Changes Annual EPS  

 2007E $1.39 to $1.38                



BMO Capital Markets Fortis Inc. 
 

Page 2 • October 4, 2006     

Table 1.  Consolidated Summary Sheet 

4-Oct-06 Karen J. Taylor
Current Price: $24.84 BMO Capital Markets
12-Month Target Price: $26.75
ROR: 10.4% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.26 $1.42
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.25 $1.38
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.31
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.17

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.21 $0.25

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.56 $0.60
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.33)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.67 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 53.0% 55.1%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 103.9
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.39 13.07

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $24.84
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.7 17.5
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 2.00 1.90
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.70% 3.14%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 303.4 497.9
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2164.4 2175.9

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 444.5 444.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1284.9 1361.0

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4451.8 4732.2
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 6.8% 10.5%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 48.6% 46.0%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.4% 4.1%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.8%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 10.0% 9.4%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.5% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 28.9% 28.8%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 130.7 147.2

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 319.1 349.4  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.6     51  12.18   2.0    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.0   6.4  11.8

10 Year:   7.6   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 23-Oct-03 = NR

Date Rating Change Share Price

1 24-Oct-03 NR  to Mkt $14.19

2 2-Nov-04 Mkt  to OP $16.10

3 8-Feb-05 OP  to Mkt $18.88

4 28-Mar-05 Mkt  to OP $17.38

5 27-Jun-05 OP  to Mkt $20.01

6 30-Aug-05 Mkt  to OP $21.01

7 20-Sep-05 OP  to Mkt $23.18

8 10-May-06 Mkt  to OP $20.75

9 4-Jul-06 OP  to Mkt $22.60

10 8-Aug-06 Mkt  to OP $23.24

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Non-
Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
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OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 
 

 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 4 to 6. 
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Hotel Acquisition Consistent with Strategy; 
Outperform Rating Maintained 

Price (19-Oct) $24.30 52-Week High $25.64 
Target Price $26.75  52-Week Low $20.36 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.25  $1.39↑
P/E   19.4x 17.5x 
 
CFPS $3.35  $3.15  $3.08  $3.31 
P/CFPS   7.9x 7.3x 
 
Div.  $0.54 $0.61 $0.67 $0.78 
EV ($mm) $3,846 $4,863 $5,683 $5,885 
EBITDA ($mm) $380 $507 $577 $633 
EV/EBITDA 10.1x 9.6x 9.8x 9.3x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.32  $0.26 
 
Dividend $0.76 Yield 3.1% 
Book Value $12.18 Price/Book 2.0x 
Shares O/S (mm) 103.5 Mkt. Cap ($mm) $2,515 
Float O/S (mm) 103.5 Float Cap ($mm) $2,515 
Wkly Vol (000s) 1,073 Wkly $ Vol (mm) $24.9 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Oct (E) 

 
Event 
Fortis Properties (100% - Fortis Inc.) has announced that it has agreed to acquire
four internationally branded hotel properties in Alberta and British Columbia
from Lodge Motel (Kelowna) Ltd. for $51.6 million, including $16 million of 
assumed debt.  The transaction reflects a cap rate of approximately 10x and is
consistent with the average cap rate of 9.8x observed on 49 sales transactions
year to date for hotel properties of similar quality and size.  The transaction is 
expected to close on October 31, 2006. 
 
Impact 
Neutral.  The transaction is consistent with Fortis’ stated strategy for its
properties division:  (i) maintain a portfolio that is approximately 10–15% of the 
company’s total assets; (ii) “follow” the regulated utility operations; (iii) acquire 
mid-market hospitality assets; (iv) focus on smaller centres; and (v) enhance 
corporate tax efficiency.  Tables 1 and 2 highlight Fortis’ commercial and
hospitality portfolio, as at October 2006. 
 
Forecasts 
Our diluted 2006 EPS estimate of $1.25 is unchanged.  Our diluted 2007 EPS
estimate increases by $0.01 per share to $1.39.  We have updated our financial 
model to reflect this transaction and have assumed: (i) a target capital structure
of 65% debt and 35% equity; and (ii) target return on equity of 10%. 
 
Valuation 
Our target price reflects a weighted average valuation approach: 17x 2007E
diluted EPS of $1.39 (12.5%), 2.0x 2007E BV of $13.08 (12.5%), and a target
yield of $2.85% (75%), assuming 2007 dividends per share of $0.78. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.26; 2007E: $1.39 

 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 
 
 Changes Annual EPS  

 2007E $1.38 to $1.39                
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Table 1. Commercial Real Estate Portfolio  
Property Location Area (sq. ft) Type Year Built Renovations

Marystown Mall Newfoundland 86,891 Retail 1969 1981/98
Fraser Mall Newfoundland 97,677 Retail 1972 1981/96

Millbrook Mall Newfoundland 121,936 Retail 1966 1996
Viking Mall Newfoundland 64,872 Retail 1980 1995

Water Street Properties 1 Newfoundland 69,613 Office/Retail Various NA
Fortis Tower Newfoundland 70,245 Office 1969 1975/92/94
Cabot Place I Newfoundland 133,759 Office 1987 NA

Fort William Building Newfoundland 188,170 Office 1980 NA
TD Building Newfoundland 96,308 Office 1970's NA

Fortis Building Newfoundland 81,260 Office 1969 1992
Maritime Centre Nova Scotia 560,367 Office/Retail 1977 1988

Blue Cross Centre New Brunswick 325,000 Office/Retail 1988 2006
Brunswick Square New Brunswick 511,032 Office/Retail 1980 NA

Kings Place New Brunswick 290,764 Office/Retail 1974 1974/76/89/91 and 2001
2,697,894

Notes:
NA = Not Applicable
(1) Includes Martin Royale Building, Delgado Building, Fanning Building, 155 Water St. Property, Neal Building, and Vogue Building
Source: Company Reports  

Table 2.  Hospitality Portfolio 

Hotel Location Number of
Rooms

Holiday Inn Express Kelowna 1 British Columbia 120
Holiday Inn Express and Suites Medicine Hat 1 Alberta 93

Best Western Medicine Hat 1 Alberta 122
Ramada Hotel and Suites Lethbridge 1 Alberta 119

Greenwood Inn Calgary Alberta 213
Greenwood Inn Edmonton Alberta 224

Holiday Inn St. John's Newfoundland 252
Delta St. John's Newfoundland 403

Greenwood Inn Corner Brook Newfoundland 102
Mount Peyton Hotel Newfoundland 150

Delta Sydney Nova Scotia 152
Four Points by Sheraton Nova Scotia 177

Delta Brunswick New Brunswick 254
Holiday Inn Sarnia Ontario 151

Holiday Inn Kitchener Ontario 183
Holiday Inn Cambridge Ontario 143

Holiday Inn Peterborough Waterfront Ontario 153
Greenwood Inn Winnipeg Manitoba 213

3,224

Notes: 
(1) Recent acquisitions with expected closing date of October 31, 2006
Source: Company Reports
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Table 3.  Consolidated Summary Sheet 

19-Oct-06 Karen J. Taylor
Current Price: $24.38 BMO Capital Markets
12-Month Target Price: $26.75
ROR: 12.5% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.26 $1.43
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.25 $1.39
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.31
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.18

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.21 $0.25

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.56 $0.60
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.33)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.67 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 53.2% 54.5%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 103.9
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.39 13.08

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $24.38
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.4 17.0
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 1.97 1.86
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.75% 3.20%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 321.9 514.9
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2197.9 2209.4

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 444.5 444.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1284.4 1362.2

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4503.4 4783.8
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 7.1% 10.8%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 48.8% 46.2%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.3% 4.1%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.7%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 9.9% 9.3%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.5% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 28.5% 28.5%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 130.3 148.8

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 318.7 351.0  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.6     51  12.18   2.0    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.0   6.4  11.8

10 Year:   7.6   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 7-Nov-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to pages 2 to 4. 
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Target Price: $26.75 
 

 

October 31, 2006 
Brief Research Note 
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Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

Q3/06 Higher than Expected 
   

Impact  Positive 
   

Details & Analysis  Fortis Inc. reported Q3/06 EPS of $0.37 versus our estimate of $0.31.  The
variance between actual and estimated performance appears to be 
attributable to: (i) higher than expected contribution at FortisAlberta,
arising from continued customer growth and higher facilities additions;
and (ii) higher segment contribution from Fortis Generation due to
stronger than anticipated production at the Mollejon and Chalillo
generation stations from higher levels of rainfall.  Our financial model
reflects the completion of and commercial production associated with the
Chalillo storage facility.  There do not appear to be any material one-time 
items during the quarter.  We continue to review the comprehensive
release.  We continue to rate the shares of Fortis Inc. Outperform. 
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Fortis Inc. (FTS)

Last Daily Data Point: October 30, 2006
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.6     51  12.18   2.0    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.0   6.4  11.8

10 Year:   7.6   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 19-Nov-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 
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(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

 

November 1, 2006 
Research Comment 
Toronto, Ontario 
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Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 

 

FortisAB Drives Q3/06 EPS; Outperform Rating 
Unchanged 

Price (30-Oct) $24.85 52-Week High $25.64 
Target Price $26.75  52-Week Low $20.36 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.28↑ $1.40↑
P/E   19.4x 17.8x 
 
CFPS $3.35  $3.15  $3.08  $3.31 
P/CFPS   8.1x 7.5x 
 
Div.  $0.54 $0.61 $0.67 $0.78 
EV ($mm) $3,846 $4,863 $5,683 $5,885 
EBITDA ($mm) $380 $507 $577 $633 
EV/EBITDA 10.1x 9.6x 9.8x 9.3x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.37a $0.24↓
 
Dividend $0.76 Yield 3.1% 
Book Value $12.36 Price/Book 2.0x 
Shares O/S (mm) 103.8 Mkt. Cap ($mm) $2,579 
Float O/S (mm) 103.8 Float Cap ($mm) $2,579 
Wkly Vol (000s) 1,074 Wkly $ Vol (mm) $24.9 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Jan (E) 

 
Event 
Fortis Inc. reported Q3/06 EPS of $0.37 versus our estimate of $0.31 per share.
The variance between actual and estimated performance is largely attributable
to:  (i) higher than expected contribution from FortisAlberta, due to lower than 
expected income taxes not otherwise contemplated in the utility’s negotiated
settlement agreement approved by the Alberta Energy and Utilities Board on
June 29 for 2006/07 distribution tariffs; and (ii) higher segment contribution
from Fortis Generation due to stronger than anticipated production at the
Mollejon and Chalillo generation stations.   

Impact 
Slightly positive. 

Forecasts 
We have revised our 2006 diluted EPS estimates to reflect:  (i) estimated annual
electricity production of 155 GWh from the hydroelectric assets in Belize versus
our previous assumption of 147 GWh; and (ii) reduced the cash taxes payable
by FortisAlberta to a net credit of approximately $6.5 million, the bulk of which
accrues to shareholders in 2006.  We do not assume that taxation benefits are 
recurring in 2007.  Our diluted 2006E EPS increases to $1.28 versus $1.25
previously and our diluted 2007 EPS estimate increases marginally to $1.40
versus $1.39 previously. 

Valuation 
Our target price of $26.75 reflects a weighted valuation approach:  17x 2007E
EPs of $1.40 (12.5%), 2.0x 2007E BV of $13.13 (12.5%), and a target yield of
2.85% (75%), assuming 2007 dividends per share of $0.78. 

Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is 
Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.26; 2007E: $1.40 

 
 

Changes Annual EPS  Quarterly EPS 
 2006E $1.25 to $1.28         Q4/06E $0.26 to $0.24    
 2007E $1.39 to $1.40              
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Details & Analysis 

Fortis Inc. reported Q3/06 EPS of $0.37 versus our estimate of $0.31 per share.  The variance 
between actual and estimated performance is largely attributable to:  (i) higher than expected 
contribution from FortisAlberta, due to lower than expected income taxes not otherwise 
contemplated in the utility’s negotiated settlement agreement approved by the Alberta Energy 
and Utilities Board on June 29 for 2006/07 distribution tariffs; and (ii) higher segment 
contribution from Fortis Generation due to stronger than anticipated production at the Mollejon 
and Chalillo generation stations. 

As illustrated in Table 1, segment quarterly performance has been normalized for one-time 
items, including taxation benefits arising from lower taxation rates and non-cash foreign 
exchange gains and losses.  With the exception of the lower than expected effective taxation 
rate at FortisAlberta, as set out below, there were no material one-time items or adjustments in 
Q3/06 results. 

Table 1:  Quarterly and Annual Segment Performance 
Contribution by Segment

2003 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005A Q1/06 Q2/06 Q3/06 Q4/06E 2006E 2007E
Newfoundland Power 29.5 3.3 31.1 13.0 10.1 3.4 2.9 29.4 10.7 8.0 2.6 9.6 30.9 32.0

Maritime Electric 7.2 1.8 8.2 2.1 2.3 3.0 1.7 9.1 2.1 2.2 3.1 2.9 10.3 11.6
Fortis Ontario 6.5 0.9 4.3 1.1 0.9 0.5 0.2 2.7 1.0 0.5 1.6 0.5 3.6 6.2
FortisAlberta 0.0 7.5 18.6 7.8 7.8 7.5 7.2 30.3 9.5 11.3 12.3 2.2 35.3 34.0

FortisBC 0.0 11.7 17.7 8.9 5.4 4.8 5.6 24.6 11.8 3.4 5.7 5.1 26.0 28.4
Belize Electricity 6.7 1.7 7.2 1.0 1.9 3.2 2.0 8.1 1.5 2.3 3.8 1.3 8.9 9.4

Caribbean Utilities 10.5 (5.8) 0.8 2.5 2.0 3.0 2.8 10.3 1.6 2.1 3.2 3.3 10.2 9.8
Turks & Caicos 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.7 1.6 2.3 6.9

Fortis Generation 10.9 4.7 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0 7.8 6.1 25.3 26.7
Fortis Properties 11.0 2.8 11.8 1.5 4.8 4.9 2.9 14.1 1.5 5.0 6.3 2.6 15.4 18.8

Corporate (8.6) (7.2) (23.4) (8.7) (9.6) (3.9) (8.6) (30.9) (8.5) (6.7) (8.3) (10.3) (33.8) (34.5)
Earnings Before Non-Recurring items 73.6 21.1 89.1 31.3 28.7 34.2 25.2 119.3 36.6 34.1 38.8 24.8 134.3 149.3

Average Shares 69.2 95.6 84.7 98.0 102.9 103.0 103.0 101.8 103.3 103.4 103.6 103.4 103.4 103.9
Net Earnings to Common (Basic) $1.06 $0.22 $1.05 $0.32 $0.28 $0.33 $0.24 $1.17 $0.35 $0.33 $0.37 $0.24 $1.30 $1.44

Net Earnings to Common (Diluted) $1.03 $0.99 $1.10 $1.28 $1.40

(Millions)

 
Source:  Company Reports, BMO Capital Markets 

We believe that the following points are relevant about quarterly performance: 

• The contribution from Newfoundland Power continues to reflect the timing issues 
associated with the transition to recording revenue on the accrual basis in 2006.  In the 
first half of 2006, earnings were reduced by approximately $5.6 million.  In Q3/06, 
earnings increased by approximately $0.2 million versus Q3/05.  According to the 
company’s Q3/06 release, the adoption of the accrual method for revenue recognition 
will not have a material impact on annual earnings as Q4/06 earnings are expected to 
offset the net $5.4 million year-to-date decrease in earnings.   

• The contribution from FortisAlberta is much higher than expected, reflecting year-to-
date taxation recoveries of $5.7 million and recoveries of $1.2 million in Q3/06.  
Lower than expected cash taxes payable arises from timing issues associated with the 
accrual of flow through costs and the use of tax deductions in addition to those 
contemplated in the Negotiated Settlement Agreement that substantially reduced cash 
taxes payable in 2006 and 2007 and thus reduced the associated revenue requirements 
in those years.  We do not expect that a majority of these further tax deductions will be 
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sustainable beyond 2006 and have not factored such credits into our estimated 
contribution from FortisAlberta in 2007. 

• As highlighted in Table 2, a return to normal hydrological conditions in Belize resulted 
in a substantial increase in hydroelectric energy production from the 25 MW Mollejon 
and the 7.3 MW Chalillo hydroelectric facilities.  We have increased the assumed 
production from the combined facilities over the forecast period.  We now assume 
annual production of approximately 155 GWh versus 147 GWh previously.  We note 
that the storage reservoir constructed in conjunction with Chalillo represents 
approximately 45 GWh of production when the reservoir is at full supply level. 

Table 2:  FortisGeneration – Actual Fiscal and Quarterly Performance 

Fortis Generation
2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06

Operating Revenue 57.1 16.7 17.0 15.5 20.0 69.2 17.0 19.2 21.7 26.0 83.9 19.3 19.3 19.3

Energy Supply Costs 2.6 1.6 1.2 1.3 1.7 5.8 1.9 1.8 0.9 1.6 6.2 1.9 1.4 1.4
Operating Expenses 13.9 4.2 3.8 4.4 3.6 16.0 4.8 4.4 2.5 6.1 17.8 4.0 3.9 3.2
Depreciation 7.7 2.5 2.5 2.6 2.7 10.3 2.6 2.5 2.6 2.6 10.3 2.7 2.6 2.6
Operating Income 32.9 8.4 9.5 7.2 12.0 37.1 7.7 10.5 15.7 15.7 49.6 10.7 11.4 12.1

Interest Expense 13.3 3.8 3.8 4.0 3.8 15.4 3.9 4.0 3.5 2.7 14.1 2.7 2.6 2.5
Income Taxes 8.5 1.9 2.1 1.2 1.7 6.9 1.4 2.4 4.4 3.5 11.7 2.2 2.3 1.6
Non-controlling Interest 0.3 -0.2 0.4 0.0 1.7 1.9 0.3 0.9 0.0 1.0 2.2 0.4 0.5 0.2
Net Earnings 10.9 2.9 3.2 2.0 4.7 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0 7.8

Energy Sales (GWh) 2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06

Central Newfoundland 17 19 41 29 63 152 35 48 26 50 159 38 39 32
Ontario 705 165 166 174 184 721 184 176 166 182 708 187 177 172
Belize 61 15 11 16 21 63 7 7 18 36 68 27 33 65
British Columbia 0 0 6 9 8 23 5 11 15 8 39 3 13 9
Upper New York State 87 15 22 10 23 70 17 16 7 35 75 29 28 10
Total 870 214 246 238 299 1,029 248 258 232 311 1,049 284 290 288

Fortis Generation
2003 Q1/04 Q2/04 Q3/04 Q4/04 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06

Operating Revenue 65.6 78.0 69.1 65.1 67.0 67.3 68.5 74.4 93.5 83.6 80.0 68.0 66.6 67.0

Energy Supply Costs 2.9 7.5 4.9 5.5 5.7 5.6 7.7 7.0 3.9 5.1 5.9 6.7 4.8 4.9
Operating Expenses 16.0 19.6 15.4 18.5 12.2 15.6 19.4 17.1 10.8 19.6 17.0 14.1 13.4 11.1
Depreciation 8.8 11.7 10.2 10.9 9.0 10.0 10.5 9.7 11.2 8.4 9.8 9.5 9.0 9.0
Operating Income 37.9 39.3 38.6 30.3 40.2 36.1 31.0 40.7 67.7 50.5 47.3 37.7 39.3 42.0

Interest Expense 15.3 17.8 15.4 16.8 12.8 15.0 15.7 15.5 15.1 8.7 13.4 9.5 9.0 8.7
Income Taxes 9.8 8.9 8.5 5.0 5.8 6.7 5.6 9.3 19.0 11.3 11.2 7.7 7.9 5.6
Non-controlling Interest 0.3 -0.9 1.6 0.0 5.8 1.9 1.2 3.5 0.0 3.2 2.1 1.4 1.7 0.7
Net Earnings 12.5 13.6 13.0 8.4 15.7 12.4 8.5 12.4 33.6 27.3 20.6 19.0 20.7 27.1

Millions

$/MWh

 
Source:  BMO Capital Markets 

Estimates 

We have revised our 2006 diluted EPS estimates to reflect:  (i) estimated annual electricity 
production of 155 GWh from the hydroelectric assets in Belize versus our previous assumption 
of 147 GWh; and (ii) reduced the cash taxes payable by FortisAlberta to a net credit of 
approximately $6.5 million, the bulk of which accrues to shareholders in 2006.  We do not 
assume that taxation benefits are recurring in 2007.  Our diluted 2006E EPS increases to $1.28 

 



BMO Capital Markets Fortis Inc. 
 

Page 4 • November 1, 2006      

versus $1.25 previously and our diluted 2007 EPS estimate increases marginally to $1.40 versus 
$1.39 previously. 

Valuation 

Our target price of $26.75 reflects a weighted valuation approach:  17x 2007E EPs of $1.40 
(12.5%), 2.0x 2007E BV of $13.13 (12.5%), and a target yield of 2.85% (75%), assuming 2007 
dividends per share of $0.78. 

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 3: Consolidated Summary Sheet 

31-Oct-06 Karen J. Taylor
Current Price: $25.65 BMO Capital Markets
12-Month Target Price: $26.75
ROR: 6.9% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.30 $1.44
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.28 $1.40
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.31
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.18

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.26
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.21 $0.25

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.59 $0.60
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.33)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.67 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 51.6% 54.3%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 103.9
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.43 13.13

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $25.65
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 19.8 17.9
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 2.06 1.95
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.61% 3.04%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 317.9 510.3
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2197.9 2209.4

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 444.5 444.5

Convertible Debentures 0.0 0.0 15.8 24.5 22.9 25.0 24.0 22.2
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1288.5 1366.7

1270.3 1442.1 1731.2 2250.9 3533.6 3997.8 4503.4 4783.8
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 7.1% 10.7%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 48.8% 46.2%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.3% 4.1%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.7%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 9.9% 9.3%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.6% 0.6% 0.5% 0.5%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 28.6% 28.6%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 134.3 149.3

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 322.7 351.5  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.25    20  0.64   2.6     51  12.18   2.0    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.0   6.4  11.8

10 Year:   7.6   4.1   7.3
20 Year:   4.6   3.9   6.4

* Current EPS is the 4 Quarter Trailing to Q2/2006.
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FTS - Rating as of 19-Nov-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Price (6-Nov) $25.86 52-Week High $27.50 
Target Price $27.00↑ 52-Week Low $20.36 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.28  $1.42↑
P/E   20.2x 18.2x 
 
CFPS $3.35  $3.15  $3.08  $3.31 
P/CFPS   8.4x 7.8x 
 
Div.  $0.54 $0.61 $0.67 $0.78 
EV ($mm) $3,846 $4,863 $5,683 $5,885 
EBITDA ($mm) $380 $507 $577 $633 
E
 

V/EBITDA 10.1x 9.6x 9.8x 9.3x 

Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.37a $0.24 
 
Dividend $0.76 Yield 2.9% 
Book Value $12.36 Price/Book 2.1x 
Shares O/S (mm) 103.8 Mkt. Cap ($mm) $2,684 
Float O/S (mm) 103.8 Float Cap ($mm) $2,684 
Wkly Vol (000s) 1,126 Wkly $ Vol (mm) $26.3 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Jan (E) 

Fortis Acquires an Additional Interest in  
Caribbean Utilities; Outperform Rating Unchanged 
 

Event 
Fortis Inc. and Caribbean Utilities have jointly announced that Fortis Inc. has
acquired from International Power Holdings Ltd., and four other vendors 
associated with International Power, an additional 4.113116 million Class A 
common shares of Caribbean Utilities for US$11.89 per share or approximately
US$48.9 million or C$54.8 million.  Fortis’ interest in Caribbean Utilities is
now approximately 54% versus approximately 38% previously.  International 
Power Holdings has no remaining interest in Caribbean Utilities.  Fortis also 
announced that it has issued US$40 million of convertible debentures, bearing
an interest rate of 5.5% and maturing November 7, 2016, to finance the
acquisition of shares.   

Impact 
Slightly Positive.  The acquisition of International Power Holdings’ interest in
Caribbean Utilities is in line with expectations.  Over time, we expect that Fortis
may acquire the remaining issued and outstanding Class A shares of Caribbean
Utilities, via a public market tender process.  We do not believe that this is
likely to occur prior to the renewal of Caribbean Utilities’ current operating
licence, which expires in January 2011 and is currently subject to ongoing
negotiations with the government to renew prior to expiry. 

Forecasts 
Our 2006 diluted EPS estimate of $1.28 is unchanged; however, our diluted 
2007 EPS estimate increases by $0.02 per share to $1.42. 

Valuation 
Our target price of $27.00 reflects a weighted valuation approach:  17x diluted 
2007E EPS of $1.42 (12.5%), 2.0x 2007E BV of $13.15 (12.5%), and a target
yield of 2.85% (75%), assuming 2007 dividends per share of $0.78. 

Recommendation 
We believe that the shares of Fortis Inc. are attractively valued.  Our rating is
Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.26; 2007E: $1.40 

 
 Changes Annual EPS  Target
 2007E $1.40 to $1.42             $26.75 to $27.00 
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Table 1.  Consolidated Summary Sheet 

7-Nov-06 Karen J. Taylor
Current Price: $26.70 BMO Capital Markets
12-Month Target Price: $27.00
ROR: 3.6% Recommendation: Outperform

Year Ending December 31
2000 2001 2002 2003 2004 2005 2006E 2007E

Total Earnings Per Share $0.59 $0.84 $0.97 $1.06 $1.05 $1.17 $1.30 $1.46
Total Diluted Earnings Per Share $0.59 $0.84 $0.96 $1.03 $0.99 $1.10 $1.28 $1.42
Segmented EPS

Newfoundland Power $0.49 $0.48 $0.44 $0.43 $0.37 $0.29 $0.30 $0.31
Maritime Electric ($0.01) $0.10 $0.10 $0.12 $0.10 $0.09 $0.10 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.10 $0.09 $0.14 $0.24 $0.20 $0.03 $0.03 $0.06
Fortis Properties $0.05 $0.10 $0.14 $0.16 $0.14 $0.14 $0.15 $0.18

Fortis Trust/Fortis Generation $0.01 $0.00 $0.00 $0.00 $0.00 $0.21 $0.24 $0.26
Belize,BECOL,CUP/Fortis Caribbean $0.17 $0.29 $0.25 $0.24 $0.09 $0.18 $0.21 $0.29

FortisAlberta/FortisBC $0.00 $0.00 $0.00 $0.00 $0.43 $0.54 $0.59 $0.60
Other/Corporate ($0.21) ($0.23) ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.36)

Dividends $0.46 $0.47 $0.49 $0.52 $0.54 $0.61 $0.67 $0.78
Payout Ratio 78.0% 56.1% 49.9% 48.9% 51.4% 52.3% 51.5% 53.6%
Average Shares (mm) 54.1 59.5 65.1 69.2 84.7 101.8 103.4 103.9
Net Book Value 6.99 7.43 8.72 8.98 10.47 11.76 12.43 13.15

Market Valuation
Price:  High $9.13 $11.74 $13.28 $15.20 $17.68 $25.40 - -
Price:  Low $7.00 $8.65 $10.76 $12.25 $14.38 $17.01 - -

Price:  Current - - - - - - $26.70
P/E Ratio:  High 15.5 14.0 13.7 14.3 16.8 21.7 - -
P/E Ratio:  Low 11.9 10.3 11.1 11.5 13.7 14.5 - -

P/E Ratio:  Current - - - - - - 20.5 18.3
Price/Book Value:  High 1.31 1.58 1.52 1.69 1.69 2.16 - -
Price/Book Value:  Low 1.00 1.16 1.23 1.36 1.37 1.45 - -

Price/Book Value:  Current - - - - - - 2.15 2.03
Yield:  High Price 5.04% 4.01% 3.65% 3.42% 3.06% 2.41% - -
Yield:  Low Price 6.57% 5.44% 4.51% 4.24% 3.76% 3.60% - -

Yield:  Current - - - - - - 2.51% 2.92%

Balance Sheet ($mm)
Debt (S-T) 148.6 259.0 446.1 421.9 231.3 218.2 269.6 463.7
Debt (L-T) 498.4 558.5 583.8 910.7 1855.8 1990.2 2245.9 2253.8

Deposits Due 47.4 52.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 82.2 48.8 61.5 107.5 64.6 195.8 195.0 195.0
Minority Interest 31.5 29.6 40.0 36.8 37.5 35.7 35.7 35.7
Preferred Shares 50.0 50.0 0.0 125.0 321.5 319.5 444.5 444.5

Convertible Debentures 0.0 0.0 15.8 24.9 23.2 25.0 72.0 66.6
Shareholders' Equity 412.1 444.0 584.2 624.6 1000.1 1213.4 1288.8 1368.9

1270.3 1442.1 1731.2 2251.3 3534.0 3997.8 4551.4 4828.2
Balance Sheet (%)

Debt (S-T) 11.7% 18.0% 25.8% 18.7% 6.5% 5.5% 5.9% 9.6%
Debt (L-T) 39.2% 38.7% 33.7% 40.5% 52.5% 49.8% 49.3% 46.7%

Deposits Due 3.7% 3.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 6.5% 3.4% 3.6% 4.8% 1.8% 4.9% 4.3% 4.0%
Minority Interest 2.5% 2.1% 2.3% 1.6% 1.1% 0.9% 0.8% 0.7%
Preferred Shares 3.9% 3.5% 0.0% 5.6% 9.1% 8.0% 9.8% 9.2%

Convertible Debentures 0.0% 0.0% 0.9% 1.1% 0.7% 0.6% 1.6% 1.4%
Shareholders' Equity 32.4% 30.8% 33.7% 27.7% 28.3% 30.4% 28.3% 28.4%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 31.9 49.9 63.3 73.6 89.0 119.3 134.6 151.2

Cash Flow from Operations 97.5 94.2 134.4 160.7 283.7 320.0 323.0 353.4  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    20  0.64   2.5     49  12.36   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.8   6.4  12.1

10 Year:   7.9   4.1   7.4
20 Year:   4.7   3.9   6.5

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 25-Nov-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
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** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to page 2. 
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Fortis Inc. Increases Its investment in Caribbean Utilities 
   

Impact  Neutral 
   

Details & Analysis  Fortis Inc. today announced it has become the controlling shareholder in 
Grand Cayman Island-based Caribbean Utilities Company Ltd. Fortis
increased its stake in the utility to 54% from 38%. The announcement is 
not surprising given Fortis had indicated its wish to grow its investments 
in the Caribbean region.  The impact of the increased shareholding on 
Fortis’ credit quality is neutral, with the US$48.9 million acquisition small 
in relation to Fortis’ financial position. Further, the acquisition is
consistent with the risk profile of the company’s existing scope of 
operations, and is merely an extension of the company’s existing 
investment in, and influence on, Caribbean Utilities. Fortis also announced 
today that it has issued US$40 million unsecured subordinated convertible 
debentures.  The increased ownership of Caribbean Utilities follows 
Fortis’ recently announced acquisition of hotels in British Columbia for
$51.6 million, and the US$90 million acquisition of utilities in Turks &
Caicos, which we also viewed as credit neutral.  We do not expect today’s 
announcements to impact Fortis’s spreads or credit ratings. However,
given Fortis’ majority ownership and increased control of Caribbean
Utilities as a result of the investment, it may have a negative impact on the 
rating of Caribbean Utilities by Standard & Poor (A/Negative). The 
current Standard & Poor’s rating on Caribbean Utilities is based on the 
utility’s stand-alone creditworthiness but may in the future be linked to its 
new, but lower rated controlling shareholder. 

   

Senior Unsecured 
Debt Ratings 

 DBRS S&P Moody’s 
BBB (High) BBB Not Rated 
Stable Stable  
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 Analyst’s Certification 

I, Laurie Conheady, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this report. 
 
General Disclosure 

The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Dissemination of Research 

Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 

TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 4 to 6. 
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2007 ROE at Newfoundland Power;  
Outperform Rating Unchanged 

Price (9-Nov) $26.80 52-Week High $27.50 
Target Price $29.25↑ 52-Week Low $20.36 
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(FY-Dec.) 2004A 2005A 2006E 2007E 
EPS $0.99  $1.10  $1.28  $1.41↓
P/E   20.9x 19.0x 
 
CFPS $3.35  $3.15  $3.08  $3.31 
P/CFPS   8.7x 8.1x 
 
Div.  $0.54 $0.61 $0.67 $0.78 
EV ($mm) $3,846 $4,863 $5,683 $5,885 
EBITDA ($mm) $380 $507 $577 $633 
E
 

V/EBITDA 10.1x 9.6x 9.8x 9.3x 

Quarterly EPS Q1 Q2 Q3 Q4 
2004A $0.27  $0.31  $0.27  $0.22 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.37a $0.24 
 
Dividend $0.76 Yield 2.8% 
Book Value $12.36 Price/Book 2.2x 
Shares O/S (mm) 103.8 Mkt. Cap ($mm) $2,782 
Float O/S (mm) 103.8 Float Cap ($mm) $2,782 
Wkly Vol (000s) 1,126 Wkly $ Vol (mm) $26.3 
Net Debt ($mm) $2,552.9 Next Rep. Date 31-Jan (E) 

 
Event 
Newfoundland Power (100% - Fortis Inc.) has announced that its allowed return
on equity for 2007 is expected to be 8.60% versus 9.24% in 2006.  In 2003, the
Board of Commissioners of Public Utilities authorized the use of an automatic 
adjustment mechanism for a three-year period ending 2007.  Pursuant to the
formula, a return on rate base range is established and the allowed rate of equity
return changes only if the return on rate base calculated for the prospective year
is outside of the previously approved range.  In 2006, the Board approved a rate
of return on rate base of 8.68% in a range of 8.50% to 8.86%, and authorized the
continued use of the customer rates approved for 2005 (including a return on
equity of 9.24%).  The filed rate of return on rate base for 2007 is 8.47%,
outside of the previously approved range.  The 2007 return on rate base reflects
a return on equity of 8.60%. 
 
Impact 
Neutral.  2007 allowed ROE across utility jurisdictions are expected to decline
in 2007 versus 2006.  2007 Allowed ROEs are expected to be released over the
next three weeks, by the various federal and provincial regulators. 
 
Forecasts 
Our 2006 diluted EPS estimate of $1.28 is unchanged.  Our 2007 diluted EPS
estimate declines marginally to $1.41 from $1.42.  
 
Valuation 
Our target price reflects a weighted valuation approach:  17x diluted 2008 EPS
of $1.50 (12.5%), 2.0x 2008E BV of $13.80 (12.5%), and a target yield of
3.00% (75%), assuming 2008 dividends per share of $0.90. 

Recommendation 

We believe that the shares are attractively priced at current levels.  Our rating is
Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.32; 2007E: $1.44 

 
 Changes Annual EPS  Target

 2007E $1.42 to $1.41             $27.00 to $29.25 
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Table 1.  Consolidated Summary Sheet 

10-Nov-06 Karen J. Taylor
Current Price: $26.57 BMO Capital Markets
12-Month Target Price: $29.25
ROR: 13.0% Recommendation: Outperform

2002 2003 2004 2005 2006E 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.30 $1.43 $1.54
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.28 $1.41 $1.50
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.30 $0.29 $0.30
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.10 $0.11 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.03 $0.06 $0.07
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.18 $0.19

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.24 $0.26 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.21 $0.29 $0.32

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.59 $0.60 $0.67
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.36) ($0.36)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.78 $0.90
Payout Ratio 49.9% 48.9% 51.4% 52.3% 51.5% 54.4% 58.6%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.4 103.9 104.3
Net Book Value 8.72 8.98 10.47 11.76 12.43 13.13 13.80
Market Valuation

Price:  High $13.28 $15.20 $17.68 $25.40 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 - - -

Price:  Current - - - - $26.57
P/E Ratio:  High 13.7 14.3 16.8 21.7 - - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 - - -

P/E Ratio:  Current - - - - 20.4 18.5 17.3
Price/Book Value:  High 1.52 1.69 1.69 2.16 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 - - -

Price/Book Value:  Current - - - - 2.14 2.02 1.93
Yield:  High Price 3.65% 3.42% 3.06% 2.41% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% - - -

Yield:  Current - - - - 2.52% 2.94% 3.39%
Balance Sheet ($mm)

Debt (S-T) 446.1 421.9 231.3 218.2 269.6 465.9 657.1
Debt (L-T) 583.8 910.7 1855.8 1990.2 2245.9 2253.8 2244.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 195.0 195.0 195.0
Minority Interest 40.0 36.8 37.5 35.7 35.7 35.7 35.7
Preferred Shares 0.0 125.0 321.5 319.5 444.5 444.5 444.5

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1288.8 1366.7 1443.2

1731.2 2251.3 3534.0 3997.8 4551.4 4828.2 5086.4
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 5.9% 9.6% 12.9%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 49.3% 46.7% 44.1%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 4.3% 4.0% 3.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 0.8% 0.7% 0.7%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 9.8% 9.2% 8.7%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.6% 1.4% 1.3%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 28.3% 28.3% 28.4%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Income Statement

Net Profit to Common 63.3 73.6 89.0 119.3 134.6 149.0 160.3
Cash Flow from Operations 134.4 160.7 283.7 320.0 323.0 351.2 383.7

10-Nov-06 Karen J. Taylor
Current Price: $26.57 BMO Capital Markets
12-Month Target Price: $29.25
ROR: 13.0% Recommendation: Outperform

2002 2003 2004 2005 2006E 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.30 $1.43 $1.54
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.28 $1.41 $1.50
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.30 $0.29 $0.30
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.10 $0.11 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.03 $0.06 $0.07
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.18 $0.19

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.24 $0.26 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.21 $0.29 $0.32

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.59 $0.60 $0.67
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.36) ($0.36)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.78 $0.90
Payout Ratio 49.9% 48.9% 51.4% 52.3% 51.5% 54.4% 58.6%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.4 103.9 104.3
Net Book Value 8.72 8.98 10.47 11.76 12.43 13.13 13.80
Market Valuation

Price:  High $13.28 $15.20 $17.68 $25.40 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 - - -

Price:  Current - - - - $26.57
P/E Ratio:  High 13.7 14.3 16.8 21.7 - - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 - - -

P/E Ratio:  Current - - - - 20.4 18.5 17.3
Price/Book Value:  High 1.52 1.69 1.69 2.16 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 - - -

Price/Book Value:  Current - -

10-Nov-06 Karen J. Taylor
Current Price: $26.57 BMO Capital Markets
12-Month Target Price: $29.25
ROR: 13.0% Recommendation: Outperform

2002 2003 2004 2005 2006E 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.30 $1.43 $1.54
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.28 $1.41 $1.50
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.30 $0.29 $0.30
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.10 $0.11 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.03 $0.06 $0.07
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.18 $0.19

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.24 $0.26 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.21 $0.29 $0.32

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.59 $0.60 $0.67
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.36) ($0.36)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.78 $0.90
Payout Ratio 49.9% 48.9% 51.4% 52.3% 51.5% 54.4% 58.6%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.4 103.9 104.3
Net Book Value 8.72 8.98 10.47 11.76 12.43 13.13 13.80
Market Valuation

Price:  High $13.28 $15.20 $17.68 $25.40 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 - - -

Price:  Current - - - - $26.57
P/E Ratio:  High 13.7 14.3 16.8 21.7 - - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 - - -

P/E Ratio:  Current - - - - 20.4 18.5 17.3
Price/Book Value:  High 1.52 1.69 1.69 2.16 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 - - -

Price/Book Value:  Current - - - - 2.14 2.02 1.93
Yield:  High Price 3.65% 3.42% 3.06% 2.41% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% - - -

Yield:  Current - - - - 2.52% 2.94% 3.39%
Balance Sheet ($mm)

Debt (S-T) 446.1 421.9 231.3 218.2 269.6 465.9 657.1
Debt (L-T) 583.8 910.7 1855.8 1990.2 2245.9 2253.8 2244.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 195.0 195.0 195.0
Minority Interest 40.0 36.8 37.5 35.7 35.7 35.7 35.7
Preferred Shares 0.0 125.0 321.5 319.5 444.5 444.5 444.5

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1288.8 1366.7 1443.2

1731.2 2251.3 3534.0 3997.8 4551.4 4828.2 5086.4
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 5.9% 9.6% 12.9%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 49.3% 46.7% 44.1%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 4.3% 4.0% 3.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 0.8% 0.7% 0.7%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 9.8% 9.2% 8.7%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.6% 1.4% 1.3%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 28.3% 28.3% 28.4%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Income Statement

Net Profit to Common 63.3 73.6 89.0 119.3 134.6 149.0 160.3
Cash Flow from Operations 134.4 160.7 283.7

- - 2.14 2.02 1.93
Yield:  High Price 3.65% 3.42% 3.06% 2.41% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% - - -

Yield:  Current - - - - 2.52% 2.94% 3.39%
Balance Sheet ($mm)

Debt (S-T) 446.1 421.9 231.3 218.2 269.6 465.9 657.1
Debt (L-T) 583.8 910.7 1855.8 1990.2 2245.9 2253.8 2244.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 195.0 195.0 195.0
Minority Interest 40.0 36.8 37.5 35.7 35.7 35.7 35.7
Preferred Shares 0.0 125.0 321.5 319.5 444.5 444.5 444.5

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1288.8 1366.7 1443.2

1731.2 2251.3 3534.0 3997.8 4551.4 4828.2 5086.4
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 5.9% 9.6% 12.9%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 49.3% 46.7% 44.1%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 4.3% 4.0% 3.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 0.8% 0.7% 0.7%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 9.8% 9.2% 8.7%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.6% 1.4% 1.3%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 28.3% 28.3% 28.4%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Income Statement

Net Profit to Common 63.3 73.6 89.0 119.3 134.6 149.0 160.3
Cash Flow from Operations 134.4 160.7 283.7 320.0 323.0 351.2 383.7

Source:  BMO Capital Markets 
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Table 2.  Quarterly and Annual Performance by Segment 
Contribution by Segment

2003 2004 2005 Q1/06 Q2/06 Q3/06 Q4/06E 2006E 2007E 2008E
Newfoundland Power 29.5 31.1 29.4 10.7 8.0 2.6 9.6 30.9 29.8 31.0

Maritime Electric 7.2 8.2 9.1 2.1 2.2 3.1 2.9 10.3 11.6 11.9
Fortis Ontario 6.5 4.3 2.7 1.0 0.5 1.6 0.5 3.6 6.2 7.0
FortisAlberta 0.0 18.6 30.3 9.5 11.3 12.3 2.2 35.3 34.0 38.1

FortisBC 0.0 17.7 24.6 11.8 3.4 5.7 5.1 26.0 28.4 31.4
Belize Electricity 6.7 7.2 8.1 1.5 2.3 3.8 1.3 8.9 9.4 10.4

Caribbean Utilities 10.5 0.8 10.3 1.6 2.1 3.2 4.1 11.0 14.2 14.8
Turks & Caicos 0.0 0.0 0.0 0.0 0.0 0.7 1.6 2.3 6.9 7.8

Fortis Generation 10.9 12.8 21.6 5.4 6.0 7.8 6.1 25.3 26.7 25.
Fortis Properties 11.0 11.8 14.1 1.5 5.0 6.3 2.6 15.4 18.8 19.8

Corporate (8.6)

9

(23.4) (30.9) (8.5) (6.7) (8.3) (10.8) (34.3) (36.9) (37.9)
Earnings Before Non-Recurring items 73.6 89.1 119.3 36.6 34.1 38.8 25.1 134.6 149.0 160.3

Average Shares 69.2 84.7 101.8 103.3 103.4 103.6 103.4 103.4 103.9 104.3
Net Earnings to Common (Basic) $1.06 $1.05 $1.17 $0.35 $0.33 $0.37 $0.24 $1.30 $1.43 $1.54

Net Earnings to Common (Diluted) $1.03 $0.99 $1.10 $1.29 $1.41 $1.50

(Millions)

 

Source:  Company Reports, BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    20  0.64   2.5     49  12.36   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.8   6.4  12.1

10 Year:   7.9   4.1   7.4
20 Year:   4.7   3.9   6.5

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 1-Dec-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

1.0

 



BMO Capital Markets Fortis Inc. 
 

 

 Page 5 • November 10, 2006      

 
Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Price (23-Nov) $28.22 52-Week High $28.58 
Target Price $29.25  52-Week Low $20.36 
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(FY-Dec.) 2005A 2006E 2007E 2008E 
EPS $1.10  $1.28  $1.40↓ $1.49↓
P/E  22.0x 20.2x 18.9x 
 
CFPS $3.15  $3.12  $3.38  $3.68 
P/CFPS  9.0x 8.3x 7.7x 
 
Div.  $0.61 $0.67 $0.78 $0.90 
EV ($mm) $4,863 $6,179 $6,390 $6,585 
EBITDA ($mm) $507 $583 $638 $695 
EV/EBITDA 9.6x 10.6x 10.0x 9.5x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.37a $0.24 
2007E $0.38↓ $0.36  $0.38↓ $0.30 
 
Dividend $0.76 Yield 2.7% 
Book Value $12.36 Price/Book 2.3x 
Shares O/S (mm) 103.8 Mkt. Cap ($mm) $2,929 
Float O/S (mm) 103.8 Float Cap ($mm) $2,929 
Wkly Vol (000s) 1,144 Wkly $ Vol (mm) $26.9 
Net Debt ($mm) $3,032.0 Next Rep. Date 07-Feb (E) 

BCUC Releases 2007 ROE;  
Rating Lowered to Market Perform 
 

Event 
On November 23, the British Columbia Utilities Commission (BCUC) released
its return on common equity for a low-risk benchmark utility for the year 2007.
The low-risk return is 8.37% for 2007 versus 8.80% in 2006.  The operations of 
FortisBC earn the benchmark return of 8.37% plus a 0.40% premium, or 8.77% 
in 2007 versus 9.20% in 2006.  We note that the operations of FortisAlberta are
subject to a similar automatic adjustment mechanism, and we expect the Alberta 
Energy and Utilities Board to release its 2007 return on equity the week of
November 27. 
 
Impact 
Neutral.  While we believe that the return on equity determined by the automatic
adjustment mechanism currently used by the BCUC likely violates the fair
return standard and is confiscatory, it is in line with expectations and is
therefore neutral to our outlook. 
 
Forecasts 
Our 2007 and 2008 diluted EPS estimates decline by $0.01 to $1.40 and $1.49,
respectively. 
 
Valuation 
Our target price reflects a weighted valuation approach:  17x diluted 2008E EPS
of $1.49 (12.5%), 2x 2008E BV per share of $13.77 (12.5%), and a target yield
of 3% (75%), assuming 2008E dividends per share of $0.90. 
 
Recommendation 
We believe that the shares are reasonably valued at current levels.  Our rating is 
Market Perform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.32; 2007E: $1.43; 2008E: $1.50 

 
 Changes Annual EPS  Quarterly EPS Rating

 2007E $1.41 to $1.40         Q1/07E $0.39 to $0.38 OP to Mkt 
 2008E $1.50 to $1.49         Q3/07E $0.39 to $0.38  
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Table 1.  Consolidated Summary Sheet 

24-Nov-06 Karen J. Taylor
Current Price: $28.20 BMO Capital Markets
12-Month Target Price: $29.25
ROR: 6.5% Recommendation: Market Perform

2002 2003 2004 2005 2006E 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.30 $1.42 $1.52
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.28 $1.40 $1.49
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.30 $0.29 $0.30
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.10 $0.11 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.03 $0.06 $0.07
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.18 $0.19

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.24 $0.26 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.21 $0.29 $0.32

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.59 $0.59 $0.65
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.36) ($0.36)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.78 $0.90
Payout Ratio 49.9% 48.9% 51.4% 52.3% 51.5% 54.9% 59.1%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.4 103.9 104.3
Net Book Value 8.72 8.98 10.47 11.76 12.43 13.11 13.77

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 - - -

Price:  Current - - - - $28.20
P/E Ratio:  High 13.7 14.3 16.8 21.7 - - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 - - -

P/E Ratio:  Current - - - - 21.7 19.8 18.5
Price/Book Value:  High 1.52 1.69 1.69 2.16 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 - - -

Price/Book Value:  Current - - - - 2.27 2.15 2.05
Yield:  High Price 3.65% 3.42% 3.06% 2.41% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% - - -

Yield:  Current - - - - 2.38% 2.77% 3.19%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 269.6 467.2 659.9
Debt (L-T) 583.8 910.7 1855.8 1990.2 2245.9 2253.8 2244.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 195.0 195.0 195.0
Minority Interest 40.0 36.8 37.5 35.7 35.7 35.7 35.7
Preferred Shares 0.0 125.0 321.5 319.5 444.5 444.5 444.5

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1288.8 1365.4 1440.4

1731.2 2251.3 3534.0 3997.8 4551.4 4828.2 5086.4
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 5.9% 9.7% 13.0%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 49.3% 46.7% 44.1%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 4.3% 4.0% 3.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 0.8% 0.7% 0.7%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 9.8% 9.2% 8.7%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.6% 1.4% 1.3%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 28.3% 28.3% 28.3%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 134.6 147.7 158.9

Cash Flow from Operations 134.4 160.7 283.7 320.0 323.0 349.9 382.2  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    20  0.64   2.5     49  12.36   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.8   6.4  12.1

10 Year:   7.9   4.1   7.4
20 Year:   4.7   3.9   6.5

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 15-Dec-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 



BMO Capital Markets Fortis Inc. 
 

 

 Page 5 • November 27, 2006      

** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Karen.Taylor@bmo.com  
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 Price (24-Nov) $28.20 52-Week High $28.58 
Target Price $29.25  52-Week Low $20.36 

AEUB Sets 2007 ROE and BCUC Approves 2007/08 
Capital Budget; Market Perform Rating Maintained 
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Event 
On November 27, the Alberta Energy and Utilities Board issued its
determination of the 2007 return on equity for utilities subject to the Board’s
purview.  The allowed return on equity for 2007 is 8.51% versus 8.93% in 2006.
Also on November 27, the British Columbia Utilities Commission approved
FortisBC’s 2007-2008 capital plan.  The utility has received approval to spend 
approximately $128.6 million and $111.6 million in 2008.  Approved capital 
expenditures are presently reflected in our financial model. 
 
Impact 
Neutral.  While we believe that the return on equity determined by the Alberta
Energy and Utilities Board pursuant to the formula set out in the Generic Cost
of Capital decision dated July 2, 2004, likely violates the fair return standard 
and is confiscatory, it is in line with our expectations and is therefore neutral to
our outlook. 

 

(FY-Dec.) 2005A 2006E 2007E 2008E 
EPS $1.10  $1.28  $1.39↓ $1.48↓
P/E  22.0x 20.3x 19.1x 
 
CFPS $3.15  $3.12  $3.38  $3.68 
P/CFPS  9.0x 8.3x 7.7x 
 

 Div.  $0.61 $0.67 $0.78 $0.90 
EV ($mm) $4,863 $6,179 $6,390 $6,585 

Forecasts EBITDA ($mm) $507 $583 $638 $695 
EV/EBITDA 9.6x 10.6x 10.0x 9.5x 
 Our diluted 2006 EPS estimate of $1.28 is unchanged.  Our diluted 2007 and

2008 EPS estimates decline by $0.01 to $1.39 and $1.48, respectively. 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.37a $0.24  2007E $0.38  $0.35↓ $0.38  $0.30 
 Valuation Dividend $0.76 Yield 2.7% 
Book Value $12.36 Price/Book 2.3x Our target price of $29.25 reflects a weighted valuation approach:  17x diluted

2008E EPS of $1.48 (12.5%), 2.0x 2008E book value of $13.74 (12.5%), and a
target yield of 3.00% (75%), assuming 2008 dividends per share of $0.90. 

Shares O/S (mm) 103.8 Mkt. Cap ($mm) $2,927 
Float O/S (mm) 103.8 Float Cap ($mm) $2,927 
Wkly Vol (000s) 1,152 Wkly $ Vol (mm) $27.2 
Net Debt ($mm) $3,032.0 Next Rep. Date 07-Feb (E) 

 
Notes: EPS estimates are diluted; Quarterly numbers are basic 

Recommendation Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.32; 2007E: $1.43; 2008E: $1.50 We believe the shares are reasonably valued at present levels.  Our rating is

Market Perform. 
 
 Changes Annual EPS  Quarterly EPS  
 2007E $1.40 to $1.39         Q2/07E $0.36 to $0.35    
 2008E $1.49 to $1.48              
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Table 1.  Consolidated Summary Sheet 

27-Nov-06 Karen J. Taylor
Current Price: $28.42 BMO Capital Markets
12-Month Target Price: $29.25
ROR: 5.7% Recommendation: Market Perform

2002 2003 2004 2005 2006E 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.30 $1.41 $1.51
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.28 $1.39 $1.48
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.30 $0.29 $0.30
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.10 $0.11 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.03 $0.06 $0.07
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.18 $0.19

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.24 $0.26 $0.25
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.21 $0.29 $0.32

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.59 $0.57 $0.63
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.36) ($0.36)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.78 $0.90
Payout Ratio 49.9% 48.9% 51.4% 52.3% 51.5% 55.5% 59.8%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.4 103.9 104.3
Net Book Value 8.72 8.98 10.47 11.76 12.43 13.10 13.74

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 - - -

Price:  Current - - - - $28.42
P/E Ratio:  High 13.7 14.3 16.8 21.7 - - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 - - -

P/E Ratio:  Current - - - - 21.8 20.2 18.9
Price/Book Value:  High 1.52 1.69 1.69 2.16 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 - - -

Price/Book Value:  Current - - - - 2.29 2.17 2.07
Yield:  High Price 3.65% 3.42% 3.06% 2.41% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% - - -

Yield:  Current - - - - 2.36% 2.74% 3.17%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 269.6 468.8 663.3
Debt (L-T) 583.8 910.7 1855.8 1990.2 2245.9 2253.8 2244.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 195.0 195.0 195.0
Minority Interest 40.0 36.8 37.5 35.7 35.7 35.7 35.7
Preferred Shares 0.0 125.0 321.5 319.5 444.5 444.5 444.5

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1288.8 1363.8 1437.0

1731.2 2251.3 3534.0 3997.8 4551.4 4828.2 5086.4
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 5.9% 9.7% 13.0%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 49.3% 46.7% 44.1%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 4.3% 4.0% 3.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 0.8% 0.7% 0.7%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 9.8% 9.2% 8.7%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.6% 1.4% 1.3%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 28.3% 28.2% 28.3%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 134.6 146.1 157.1

Cash Flow from Operations 134.4 160.7 283.7 320.0 323.0 348.3 380.4

Key Statistics
Newfoundland Light & Power

Average Utility Rate Base ($mm) 602.0 640.8 720.5 744.1 744.0 785.3 802.1
Growth Rate 9.6% 6.4% 12.4% 3.3% 0.0% 5.6% 2.1%

2005 - 2008 CAGR 3.6%
Allowed Return on Equity 9.05% 9.75% 9.75% 9.24% 8.77% 8.60% 8.60%

Deemed Equity 45.00% 45.00% 45.00% 45.00% 45.00% 44.13% 45.00%  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    20  0.64   2.5     49  12.36   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.8   6.4  12.1

10 Year:   7.9   4.1   7.4
20 Year:   4.7   3.9   6.5

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 16-Dec-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third parties. Fortis Properties' 
cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The Company's operations in Belize may be disrupted 
and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to pages 2 to 4. 

 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Market Perform  
Stock Price: $28.20 
Target Price: $29.25 
 

 

November 29, 2006 
Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

2007 Capital Budget of $240 Million 
   

Impact  Neutral 
   

Details & Analysis  FortisAlberta (100% - Fortis Inc.) has announced that its board of directors 
has approved a 2007 capital budget of $240 million, which is net of
customer contributions totalling some $33 million.  The current capital
budget for 2006 is $217 million, net of customer contributions of $33 
million.  The 2006/07 Negotiated Settlement Agreement between the
utility and its customers contemplates 2007 capital expenditures of $177
million, which was net of customer contributions of $24 million.  The
increase in planned capital expenditures is due to higher-than-expected 
electricity demand and customer growth in the residential, commercial,
and oil and gas customer segments.  The capital plan for 2006 and 2007 is
consistent with the rate base additions in our financial model.  No change 
in view.  We believe that the shares of Fortis Inc. are reasonably valued at
current levels.  Our rating is Market Perform. 
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Last Daily Data Point: November 27, 2006
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    20  0.64   2.5     49  12.36   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.8   6.4  12.1

10 Year:   7.9   4.1   7.4
20 Year:   4.7   3.9   6.5

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 17-Dec-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance is dependent upon the availability of installed generation and the production of electric power by third 
parties. Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The 
Company's operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 49% 
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Hold Market Perform 53% 47% 45% 
Sell Underperform 9% 6% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with three key businesses: electric utility 
operations, non-regulated electric power generation, and 
non-utility property activities. Electric power operations 
include: Newfoundland Power (100%, Newfoundland), 
Maritime Electric (100%, PEI), FortisOntario (100%, Fort 
Erie, Ontario), Belize Electricity (68%, Belize), Caribbean 
Utilities (54%, Grand Cayman Island), Turks and Caicos 
(100%, Turks and Caicos), FortisAlberta (100%, Alberta) 

and FortisBC (100%, British Columbia). Website: 
fortisinc.com 
Recent Results – Fortis Inc. reported Q3/06 EPS of $0.37 
versus our estimate of $0.31 per share. The variance 
between actual and estimated performance is largely 
attributable to: (i) higher than expected contribution from 
FortisAlberta, due to lower than expected income taxes not 
otherwise contemplated in the utility’s negotiated settlement 
agreement approved by the Alberta Energy and Utilities 

           (FY-Dec.) 2005A 2006E 2007E 2008E
 

Price (22-Nov) $28.19 52-Week High $28.58 EPS  $1.10 $1.28 $1.41 $1.50 
Target Price $29.25 52-Week Low $20.36 P/E  22.0x 20.0x 18.8x 
 

Dividend $0.76 Book Value $12.36 CFPS  $3.15 $3.12 $3.38 $3.68 
Yield 2.7% Price/Book 2.3x P/CFPS  9.0x 8.3x 7.7x 
 

Shares O/S (mm) 103.8 Mkt. Cap ($mm) $2,926 Div.  $0.61 $0.67 $0.78 $0.90 
Float O/S (mm) 103.8 Float Cap ($mm) $2,926 EV ($mm) $4,863 $6,179 $6,390 $6,585 
Wkly Vol (000s) 1,144 Wkly $ Vol (mm) $27.2 EBITDA ($mm) $507 $583 $638 $695 
Net Debt ($mm) $3,032 Next Rep. Date 7-Feb  (E) EV/EBITDA  9.6x 10.6x 10.0x 9.5x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 9.8% 10.4% 10.8% 11.0% 
2005A $0.32  $0.28  $0.33  $0.24 Book Value ($) $11.76  $12.43  $13.11  $13.77  
2006E $0.35 a $0.33 a $0.37 a $0.24 D/Tot. Cap. (%) 63.9% 66.6% 66.9% 67.1% 
2007E $0.39  $0.36  $0.39  $0.30 Reg. ROE (%) 9.2% 8.8% 8.6% 8.6% 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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Board on June 29 for 2006/07 distribution tariffs; and (ii) 
higher segment contribution from Fortis Generation due to 
stronger than anticipated production at the Mollejon and 
Chalillo generation stations. 
Corporate Developments – On November 7, Fortis Inc. 
and Caribbean Utilities jointly announced that Fortis Inc. 
has acquired from International Power Holdings Ltd., and 
four other vendors associated with International Power, an 
additional 4.113116 million Class A common shares of 
Caribbean Utilities for US$11.89 per share or approximately 
US$48.9 million or C$54.8 million. Fortis’ interest in 
Caribbean Utilities is now approximately 54% versus 
approximately 38% previously.  International Power 
Holdings has no remaining interest in Caribbean Utilities.  
On November 1, Fortis Properties (100% - Fortis Inc.) 
announced that it has agreed to acquire four internationally 

branded hotel properties in Alberta and British Columbia 
from Lodge Motel (Kelowna) Ltd. for $51.6 million, 
including $16 million of assumed debt. The transaction 
reflects a cap rate of approximately 10x and is consistent 
with the average cap rate of 9.8x observed on 49 sales 
transactions year to date for hotel properties of similar 
quality and size.  
Forecasts – Our diluted 2006, 2007, and 2008 EPS are 
$1.28, $1.41, and $1.50, respectively. 
Valuation – Our target price reflects a weighted valuation 
approach: 17x diluted 2008 EPS of $1.50 (12.5%), 2.0x 
2008E BV of $13.80 (12.5%), and a target yield of 3.00% 
(75%), assuming 2008 dividends per share of $0.90. 
Recommendation – We believe the shares are attractively 
valued.  Our rating is Outperform 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that 
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report 
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out 
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    20  0.64   2.5     49  12.36   2.1    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:  10.8   6.4  12.1

10 Year:   7.9   4.1   7.4
20 Year:   4.7   3.9   6.5

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 22-Dec-03 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital 
Markets Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or 
provide other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell 
securities of issuers discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that 
we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not  an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates 
who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 40% 49%  48% 
Hold Market Perform 50% 47%  45% 
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Sell Underperform 10% 4%  7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Price (2-Jan) $29.55 52-Week High $30.00 
Target Price $29.25  52-Week Low $20.36 
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(FY-Dec.) 2005A 2006E 2007E 2008E 
EPS $1.10  $1.28  $1.35↓ $1.42↓
P/E  23.1x 21.9x 20.8x 
 
CFPS $3.15  $3.12  $3.38  $3.68 
P/CFPS  9.5x 8.7x 8.0x 
 
Div.  $0.61 $0.67 $0.78 $0.90 
EV ($mm) $4,863 $6,297 $6,514 $6,718 
EBITDA ($mm) $507 $585 $633 $688 
EV/EBITDA 9.6x 10.8x 10.3x 9.8x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006E $0.35a $0.33a $0.37a $0.24 
2007E $0.37↓ $0.34↓ $0.37↓ $0.29↓
 
Dividend $0.76 Yield 2.6% 
Book Value $12.43 Price/Book 2.4x 
Shares O/S (mm) 103.8 Mkt. Cap ($mm) $3,067 
Float O/S (mm) 103.8 Float Cap ($mm) $3,067 
Wkly Vol (000s) 1,156 Wkly $ Vol (mm) $27.6 
Net Debt ($mm) $3,010.2 Next Rep. Date 7-Feb (E) 

$150 Million Equity Issue;  
Market Perform Rating Unchanged 
 

Event 
Fortis has announced that it has entered into an agreement with underwriters to
sell 5.170 million shares to the public at a price of $29.00 per share.  Total gross
proceeds from the transaction are expected to be $149.930 million.  Net 
proceeds from the transaction are expected to be used by the company to repay
indebtedness, support a robust capital expenditure program at its wholly owned 
utilities and for general corporate purposes. 
 
Impact 
Slightly negative.  The announced equity issue was somewhat unexpected and 
may be opportunistic, reflecting the relatively high market valuations in the
pipeline and energy utility sectors generally.  
 
Forecasts 
Our diluted 2007 and 2008 EPS estimates decline to $1.35 and $1.42,
respectively, from $1.39 and $1.48.  Average diluted shares in 2007 and 2008 
are expected to be 122.9 million and 124.5 million, respectively. 
 
Valuation 
Our target price reflects a weighted average valuation approach:  17x diluted 
2008E EPS of $1.42 (12.5%), 2.0x 2008E BV of $14.43 (12.5%), and a target
yield of 3.0% (75%), assuming 2008 dividends per share of $0.90. 
 
Recommendation 
We believe that the shares are reasonably valued at current levels.  Our rating is
Market Perform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.32; 2007E: $1.44; 2008E: $1.50 

 
 

Changes Annual EPS  Quarterly EPS 
 2007E $1.39 to $1.35         Q1/07E $0.38 to $0.37    
 2008E $1.48 to $1.42         Q2/07E $0.35 to $0.34  
             Q3/07E $0.38 to $0.37    
       Q4/07E $0.30 to $0.29 
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Table 1. Consolidated Summary Sheet 

3-Jan-07 Karen J. Taylor
Current Price: $29.51 BMO Capital Markets
12-Month Target Price: $29.25
ROR: 1.8% Recommendation: Market Perform

2002 2003 2004 2005 2006E 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.30 $1.36 $1.44
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.28 $1.35 $1.42
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.30 $0.28 $0.28
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.10 $0.11 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.03 $0.06 $0.06
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.17 $0.18

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.24 $0.25 $0.24
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.21 $0.29 $0.31

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.59 $0.55 $0.61
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.34) ($0.35)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.78 $0.90
Payout Ratio 49.9% 48.9% 51.4% 52.3% 51.4% 57.4% 62.4%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.4 107.8 109.4
Net Book Value 8.72 8.98 10.47 11.76 12.43 13.84 14.43

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $29.51
P/E Ratio:  High 13.7 14.3 16.8 21.7 22.9 - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 15.9 - -

P/E Ratio:  Current - - - - - 21.7 20.5
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 2.13 2.05
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 2.64% 3.05%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 247.8 191.6 395.7
Debt (L-T) 583.8 910.7 1855.8 1990.2 2245.9 2363.8 2354.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 195.0 195.0 195.0
Minority Interest 40.0 36.8 37.5 35.7 35.7 35.7 35.7
Preferred Shares 0.0 125.0 321.5 319.5 444.5 444.5 444.5

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1288.9 1511.2 1580.5

1731.2 2251.3 3534.0 3997.8 4529.7 4808.3 5072.3
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 5.5% 4.0% 7.8%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 49.6% 49.2% 46.4%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 4.3% 4.1% 3.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 0.8% 0.7% 0.7%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 9.8% 9.2% 8.8%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.6% 1.4% 1.3%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 28.5% 31.4% 31.2%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 134.7 146.5 157.7

Cash Flow from Operations 134.4 160.7 283.7 320.0 323.1 348.7 379.6  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    23  0.76   2.6     59  12.43   2.4    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:   8.9  10.1  10.7

10 Year:   8.2   5.9   7.2
20 Year:   4.7   4.8   6.2

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 22-Jan-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 35% 45% 47% 
Hold Market Perform 55% 48% 46% 
Sell Underperform 10% 7% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 
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Q4/06 and Fiscal 2006 EPS Higher than Expected; 
Resuming Coverage with Outperform Rating 

Price (9-Feb) $27.10 52-Week High $30.00 
Target Price $29.50↑ 52-Week Low $20.36 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.38↑ $1.44↑
P/E   19.6x 18.8x 
 
CFPS $3.15  $3.12  $3.38  $3.68 
P/CFPS   8.0x 7.4x 
 
Div.  $0.61 $0.67 $0.82 $0.91 
EV ($mm) $4,669 $5,522 $6,036 $6,272 
EBITDA ($mm) $507 $592 $629 $681 
EV/EBITDA 9.2x 9.3x 9.6x 9.2x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.37  $0.33↓ $0.38↑ $0.31↑
 
Dividend $0.84 Yield 3.1% 
Book Value $12.19 Price/Book 2.2x 
Shares O/S (mm) 104.1 Mkt. Cap ($mm) $2,821 
Float O/S (mm) 104.1 Float Cap ($mm) $2,821 
Wkly Vol (000s) 1,200 Wkly $ Vol (mm) $29.4 
Net Debt ($mm) $3,045.9 Next Rep. Date 10-May (E) 

 
Event 
Fortis Inc. reported Q4/06 EPS of $0.33 versus our expectation of $0.24 for the
quarter.  The variance between expected and actual performance is largely
attributable to:  (i) larger contribution from FortisAlberta due to lower than
expected income taxes not otherwise contemplated in the utility’s negotiated
settlement agreement approved by the Alberta Energy and Utilities Board on
June 29 for 2006 and 2007 distribution rates; and (ii) marginally higher than 
expected contributions from FortisBC, Belize Electricity, and FortisGeneration,
partially offset by slightly lower than expected performance at Newfoundland
Power, Maritime Electric and Caribbean Utilities Limited (54% - Fortis Inc.). 
Fiscal 2006 diluted EPS of $1.33, as adjusted, were also slightly higher than our
expectation of $1.28, largely due to the performance of FortisAlberta, as
previously noted. 
 
Impact 

Positive. 
 
Forecasts 
We have updated our financial model to reflect actual 2006 performance.  Our 
diluted 2007 and 2008 EPS estimates increase to $1.38 and $1.44 per share,
respectively, versus $1.35 and $1.42 diluted, previously. 
 
Valuation 
Our target price of $29.50 reflects a weighted valuation approach:  18x diluted
2008E EPS of $1.44 (12.5%), 2.0x 2008E book value per share of $14.19
(12.5%), and a target yield of 3% (75%), assuming 2008 dividends of $0.91. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.30; 2007E: $1.38; 2008E: $1.50 

 
Recommendation 
We believe the shares are attractively valued.  We are resuming coverage with
an Outperform rating. 
 
 Changes Annual EPS  Quarterly EPS Target

 2007E $1.35 to $1.38         Q2/07E $0.34 to $0.33 $29.25 to $29.50 
 2008E $1.42 to $1.44         Q3/07E $0.37 to $0.38 Rating 
             Q4/07E $0.29 to $0.31 Mkt to OP 
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Details & Analysis 

Fortis Inc. reported Q4/06 EPS of $0.33 versus our expectation of $0.24 for the quarter.  The 
variance between expected and actual performance is largely attributable to:  (i) larger 
contribution from FortisAlberta due to lower than expected income taxes not otherwise 
contemplated in the utility’s negotiated settlement agreement approved by the Alberta Energy 
and Utilities Board on June 29 for 2006 and 2007 distribution rates; and (ii) marginally higher 
than expected contributions from FortisBC, Belize Electricity, and FortisGeneration, partially 
offset by slightly lower than expected performance at Newfoundland Power, Maritime Electric 
and Caribbean Utilities Limited (54% - Fortis Inc.).  Fiscal 2006 diluted EPS of $1.33, as 
adjusted, were also slightly higher than our expectation of $1.28, largely due to the performance 
of FortisAlberta, as previously noted. 

We believe that the following points are relevant Q4/06 and fiscal 2006 performance: 

• We have normalized annual performance for a number of one-time items, including:  (i) 
after-tax insurance gain of $0.7 million recognized in Q2/06; (ii) gain on the sale of a hotel 
asset of $1.6 million after-tax in Q2/06; and (iii) benefit from the reduction of future 
income tax rates of $1.5 million after-tax, also recognized in Q2/06. 

• Table 1 sets out segment quarterly (basic) and annual estimated earnings per share. 

Table 1.  Quarterly and Annual Segment Performance 

Contribution by Segment
2003 2004 2005 Q1/06 Q2/06 Q3/06 Q4/06E 2006 2007E 2008E

Newfoundland Power 29.5 31.1 29.4 10.7 8.0 2.6 8.8 30.1 29.8 31.0
Maritime Electric 7.2 8.2 9.1 2.1 2.2 3.1 2.4 9.8 11.7 12.2

Fortis Ontario 6.5 4.3 2.7 1.0 0.5 1.6 1.0 4.0 4.3 5
FortisAlberta 0.0 18.6 30.3 9.5 11.3 12.3 8.3 41.4 41.9 42.0

FortisBC 0.0 17.7 24.6 11.8 3.4 5.7 6.4 27.3 27.1 29.9
Belize Electricity 6.7 7.2 8.1 1.5 2.3 3.8 2.8 10.4 9.4 10.4

Caribbean Utilities 10.5 0.8 10.3 1.6 2.1 3.2 2.8 9.7 14.4 15.2
Turks & Caicos 0.0 0.0 0.0 0.0 0.0 0.7 2.8 3.4 9.4 11.5

Fortis Generation 10.9 12.8 21.6 5.4 6.0 7.8 6.8 26.0 28.9 28.3
Fortis Properties 11.0 11.8 14.1 1.5 5.0 6.3 2.8 15.6 18.9 19.9

Corporate (8.6)

.1

(23.4) (30.9) (8.5) (6.7) (8.3) (11.0) (34.5) (45.2) (45.3)
Earnings Before Non-Recurring items 73.6 89.1 119.3 36.6 34.1 38.7 33.8 143.1 150.6 160.1

Average Shares 69.2 84.7 101.8 103.3 103.4 103.6 104.0 103.6 108.2 109.8
Net Earnings to Common (Basic) $1.06 $1.05 $1.17 $0.35 $0.33 $0.37 $0.33 $1.38 $1.39 $1.46

Net Earnings to Common (Diluted) $1.03 $0.99 $1.10 $1.33 $1.38 $1.44

(Millions)

 

Source:  BMO Capital Markets, Company Reports 

• The contribution from FortisAlberta reflects annual 2006 taxation recoveries of $4.7 
million and taxation costs of $1.0 million in Q4/06.  As noted in our Q3/06 write-up, lower 
than expected cash taxes payable arises from timing issues associated with the accrual of 
flow through costs and the use of tax deductions in addition to those contemplated in the 
Negotiated Settlement Agreement that substantially reduced cash taxes payable in 2006.  
While we expect this benefit to continue in 2007, we expect that it will be subject to 
rebasing in 2008 and any residual benefit to accrue to ratepayers rather than to 
shareholders.   

• A return to normal hydrological conditions in Belize and the commissioning of the Chalillo 
storage facility in late 2005 resulted in a large, year-over-year increase in power production 
and higher production in Q4/06 versus Q4/05, as set out in Table 2.  Lower average price 
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per MWh in Ontario ($42.69/MWh in Q4/06 versus $71.46/MWh in Q4/05) and a 45% 
reduction in average selling price for power production over 100 GWh pursuant to the 
power sales agreement reduced average revenue per MWh, as set out in Table 2.  Annual 
operating costs declined by approximately $1.0 million due to the cessation of operations at 
the Ranking Generation Station (74.6 MW), pursuant to the execution of the Niagara 
Exchange Agreement in late 2005.  Virtual power production is assumed to expire in April 
2009. 

Estimates 

We have updated our financial model to reflect actual 2006 performance.  Our diluted 2007 and 
2008 EPS estimates increase to $1.38 and $1.44 per share, respectively, versus $1.35 and $1.42 
diluted, previously.  Our estimates fully reflect the announced, applied-for and approved capital 
plans for FortisAlberta and FortisBC, and the ROEs allowed by the respective regulators at 
Newfoundland Power, Maritime Electric, FortisAlberta and FortisBC.  Our estimates also 
reflect the $150 million equity issue announced by the company on January 3 that closed on 
January 18.  We believe that the issuance of equity by the company was largely opportunistic, 
and that baring any unanticipated acquisitions, we do not believe that further common equity 
issues are likely over the forecast period. 

There is considerable discussion in the financial market with respect to the potential divestiture 
of Terasen Gas Inc. by Kinder Morgan Inc. once the plan to take that company private is 
completed in mid-2007.  Although we believe that the acquisition of a natural gas distribution 
utility is the next logical step-out for Fortis in its strategic evolution, we remain cautious about 
this potential opportunity for a number of reasons: 

• Terasen Gas Inc., exclusive of Terasen Gas Vancouver Island, is a slower growth utility 
than the assets acquired by Fortis from Aquila in Alberta and British Columbia.  In the 
latter case, these utility’s were largely deprived of necessary capital in the period prior to 
sale by Aquila, and the growth rate experienced by the utilities post acquisition by Fortis 
has exceeded expectations, making a dilutive transaction accretive earlier than expected. 

• Terasen Gas is more highly levered than Fortis Inc. with deemed equity of 35%, and an 
allowed return on equity in F2007 of 8.37%, one of the lowest in Canada.  Kinder Morgan 
paid approximately 23x diluted 2007 earnings to acquire the utility, a multiple that would 
likely be dilutive to most buyers, including Fortis Inc.  We believe that any purchase price 
premium that would be paid for the utility operations of Terasen Gas could not be 
recovered in utility rates, consistent with the Aquila Alberta and AquilaBC transactions. 

• The operations of Terasen Gas Vancouver Island are subject to a number of regulatory risks 
and the franchise is not robust. 

• We do not believe that Fortis is likely to acquire any asset, Terasen Gas Inc. or otherwise, 
unless the planned acquisition is immediately accretive. 
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Valuation 

Our target price of $29.50 reflects a weighted valuation approach:  18x diluted 2008E EPS of 
$1.44 (12.5%), 2.0x 2008E book value per share of $14.19 (12.5%), and a target yield of 3% 
(75%), assuming 2008 dividends of $0.91. 

Recommendation 

We believe the shares are attractively valued.  We are resuming coverage with an Outperform 
rating. 
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Table 3.  Consolidated Summary Sheet 

11-Feb-07 Karen J. Taylor
Current Price: $27.10 BMO Capital Markets
12-Month Target Price: $29.50
ROR: 11.9% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.39 $1.46
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.38 $1.44
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.28 $0.28
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.11 $0.11

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.04 $0.05
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.17 $0.18

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.27 $0.26
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.31 $0.34

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.64 $0.66
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.42) ($0.41)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.91
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 58.9% 62.2%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 108.2 109.8
Net Book Value 8.72 8.98 10.47 11.76 12.19 13.60 14.19

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $27.10 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 19.5 18.6
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.99 1.91
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.03% 3.35%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 606.1 562.1 785.6
Debt (L-T) 583.8 910.7 1855.8 1990.2 2247.9 2366.4 2357.6

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 440.6 440.6

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1268.5 1490.3 1560.7

1731.2 2251.3 3534.0 3997.8 5241.4 5531.5 5816.6
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 11.6% 10.2% 13.5%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 42.9% 42.8% 40.5%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.1% 8.6% 8.2%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 2.4% 2.2%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.4% 8.0% 7.6%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.4% 1.2% 1.1%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.2% 26.9% 26.8%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 150.6 160.1

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 352.7 381.9

Key Statistics
Newfoundland Light & Power

Average Utility Rate Base ($mm) 602.0 640.8 720.5 744.1 744.0 785.3 802.1
Growth Rate 9.6% 6.4% 12.4% 3.3% 0.0% 5.6% 2.1%

2005 - 2008 CAGR 3.6%
Allowed Return on Equity 9.05% 9.75% 9.75% 9.24% 8.77% 8.60% 8.60%

Deemed Equity 45.00% 45.00% 45.00% 45.00% 45.00% 44.13% 45.00%  

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10

Current*     1.29    21  0.76   2.8     59  12.43   2.2    10

Average:    13   5.3     64   1.4  11.3

Growth(%):
5 Year:   8.9  10.1  10.7

10 Year:   8.2   5.9   7.2
20 Year:   4.7   4.8   6.2

* Current EPS is the 4 Quarter Trailing to Q3/2006.
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FTS - Rating as of 2-Mar-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 



BMO Capital Markets Fortis Inc. 
 

 

 Page 8 • February 12, 2007      

Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 35% 45% 47% 
Hold Market Perform 55% 48% 46% 
Sell Underperform 10% 7% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 

 



 

 

 

Fortis 
(FTS-TSX) 
 
Stock Rating: Restricted 
Industry Rating: Market Perform 

March 1, 2007 
Research Fact Sheet 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Company Description – Fortis is a publicly listed holding 
company with three key businesses: electric utility 
operations, non-regulated electric power generation, and 
non-utility property activities. Electric power operations 
include: Newfoundland Power (100%, Newfoundland), 
Maritime Electric (100%, PEI), FortisOntario (100%, Fort 
Erie, Ontario), Belize Electricity (68%, Belize), Caribbean 

Utilities (54%, Grand Cayman Island), Turks and Caicos 
(100%, Turks and Caicos), FortisAlberta (100%, Alberta) 
and FortisBC (100%, British Columbia). Website: 
fortisinc.com 
Recommendation – We are currently restricted on Fortis 
Inc. 

 
 

           (FY-Dec.) 2005A 2006A 2007E 2008E
 

Price (1-Mar) $26.21 52-Week High $30.00 EPS  $1.10 $1.33 na na 
Target Price na 52-Week Low $20.36 P/E   na na 
 

Dividend $0.82 Book Value $12.19 CFPS  $3.15 $2.70 na na 
Yield 3.1% Price/Book 2.2x P/CFPS   na na 
 

Shares O/S (mm) 109.3 Mkt. Cap ($mm) $2,864 Div.  $0.61 $0.67 na na 
Float O/S (mm) 109.3 Float Cap ($mm) $2,865 EV ($mm) $4,669 $5,882 na na 
Wkly Vol (000s) 1,189 Wkly $ Vol (mm) $30.6 EBITDA ($mm) $507 $531 na na 
Net Debt ($mm) $3,566 Next Rep. Date 3-May  (E) EV/EBITDA  9.2x 11.1x na na 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 9.8% 11.3% na na 
2005A $0.32  $0.28  $0.33  $0.24 Book Value ($) $11.76  $12.19  na na 
2006A $0.35  $0.33  $0.37  $0.33 D/Tot. Cap. (%) 63.9% 64.2% na na 
2007E na  na  na  na Reg. ROE (%) 9.2% 8.8% na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report 
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates 
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain 
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as 
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  11.74   2.5    11

Current*     1.38    19  0.76   2.9     55  12.19   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.4  10.1  10.2

10 Year:   8.9   5.6   7.0
20 Year:   5.1   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.
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FTS - Rating as of 29-Mar-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

13 27-Feb-07 OP  to NR $26.10
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital 
Markets Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or 
provide other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell 
securities of issuers discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that 
we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not  an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates 
who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 39% 41%  45% 
Hold Market Perform 52% 52%  47% 
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Sell Underperform 9% 7%  8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
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Fortis, You’ve Come a Long Way; Price (14-Mar) $27.10 52-Week High $30.00 

Target Price $31.00↑ 52-Week Low $20.36 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.43↑ $1.54↑
P/E   19.0x 17.6x 
 
CFPS $3.15  $2.70  $3.26  $3.48 
P/CFPS   8.3x 7.8x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,669 $5,882 $6,587 $6,845 
EBITDA ($mm) $507 $531 $654 $703 
EV/EBITDA 9.2x 11.1x 10.1x 9.7x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.39↑ $0.35↑ $0.40↑ $0.33↑
 
Dividend $0.82 Yield 3.0% 
Book Value $12.19 Price/Book 2.2x 
Shares O/S (mm) 129.0 Mkt. Cap ($mm) $3,496 
Float O/S (mm) 129.0 Float Cap ($mm) $3,496 
Wkly Vol (000s) 1,280 Wkly $ Vol (mm) $32.1 
Net Debt ($mm) $3,566.3 Next Rep. Date 03-May (E) 

Resuming Coverage with Outperform Rating 
 
Event 
We are resuming coverage of the shares of Fortis Inc. with an Outperform rating
pursuant to the close of the $1.0 billion treasury offering of subscription receipts
announced on February 26, 2007.  The subscription receipts were issued in 
conjunction with the February 26 announcement that the company has entered
into an agreement to acquire all of the outstanding shares of Terasen Inc. from
Kinder Morgan Inc. for a total purchase price of $3.7 billion, including assumed
debt of $2.350 billion. 
 
Impact 
Positive.  As we highlighted in our February 12 research note, we believe that
the acquisition of Terasen Inc. is the next logical step-out for the company.  As 
set out herein, we believe that the acquisition multiple of approximately 16.57x 
2008E earnings of Terasen Inc. is likely to be immediately accretive, consistent
with our understanding of management’s acquisition guidelines. 
 
Forecasts 
We have updated our financial model to reflect the planned acquisition of
Terasen Inc. from Kinder Morgan Inc., and the foregoing issuance of
subscription receipts.  We have assumed that both transactions close mid-2007. 
Our diluted 2007 and 2008 EPS estimates increase to $1.43 and $1.54,
respectively, from $1.38 and $1.44. 
 
Valuation 
Our target price of $31.00 reflects a weighted average valuation approach:  18x 
diluted 2008 EPS of $1.54 (12.5%), 2.0x 2008E BV of $17.96 (12.5%), and a 
target yield of 3.0% (75%), assuming 2008 dividends per share of $0.92. Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2006E: 
$1.32; 2007E: $1.44; 2008E: $1.50 

 
Recommendation 
We believe that the shares are attractively valued at current levels.  We are
resuming coverage with an Outperform rating. 
 
 Changes Annual EPS  Quarterly EPS Target

 2007E $1.38 to $1.43         Q1/07E $0.37 to $0.39 $29.50 to $31.00 
 2008E $1.44 to $1.54         Q2/07E $0.33 to $0.35  
             Q3/07E $0.38 to $0.40    
       Q4/07E $0.31 to $0.33 
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Details and Analysis 

We are resuming coverage of the shares of Fortis Inc. with an Outperform rating pursuant to the 
close of the $1.0 billion treasury offering of subscription receipts announced on February 26, 
2007.  The subscription receipts were issued in conjunction with the February 26 announcement 
that the company has entered into an agreement to acquire all of the outstanding shares of 
Terasen Inc. from Kinder Morgan Inc. for a total purchase price of $3.7 billion, including 
assumed debt of $2.350 billion. 

We believe that the following points are relevant about the acquisition of Terasen Inc.: 

• The purchase does not include the petroleum transportation assets of Kinder Morgan 
Canada (formerly known as Terasen Pipelines).  Prior to the close of the transaction, Kinder 
Morgan will cause Terasen Inc. to divest itself of its petroleum transportation assets, 
including Trans Mountain, Terasen Pipeline (Corridor) Inc., Express and Platte Pipeline 
Systems and Kinder Morgan Canada Inc., leaving in Terasen Inc. only the business 
interests related to the natural gas distribution business of that company.  We note that, on 
March 5, 2007, Inter Pipeline Fund (IPL.UN, TSX) agreed to acquire Terasen Pipelines 
(Corridor) Inc. from Kinder Morgan Inc. for $760 million and $300 million of debt 
associated with the planned expansion of the Corridor Pipeline. 

• The transaction is subject to a number of regulatory approvals, including the British 
Columbia Utilities Commission and a ruling pursuant to the Competition Act.  We do not 
believe that these approvals are likely to be unreasonably withheld and we expect the 
transaction to close by mid-2007.  On March 1, Fortis applied to the British Columbia 
Utilities Commission (BCUC) for an Order approving the acquisition of all of the issued 
and outstanding shares of Terasen Inc.  On March 2, the Commission issued an Order 
outlining the regulatory process to consider the proposed acquisition:  (i) Commission 
information requests are due on March 14, 2007, while written submissions by Fortis are 
due on March 19, 2007; (ii) a procedural conference will be held on March 29, 2007, to 
discuss the regulatory timetable and application process; (iii) intervenor written 
submissions are due on April 2, 2007, and written responses from Fortis by April 5, 2007.     

• The transaction is not unexpected; we believed that Kinder Morgan was likely to put the 
natural gas assets of Terasen Inc. up for sale in 2007. However, we expected the transaction 
to occur after the plan to take Kinder Morgan private closed in mid-2007.  Our primary 
concern with the acquisition of Terasen Inc. by Fortis (or any other buyer for that matter) 
was price.  Kinder Morgan paid approximately 24.6x 2006E EPS for Terasen Inc. in 
November 2005.  We believe that this transaction, assuming pro forma 2008 earnings for 
Terasen Inc. of $108.6 million (prior to the cost of $450 million of holdco debt at Terasen 
Inc.) and a net purchase price of $1.8 billion (the total announced price of $3.7 billion net 
of assumed utility debt of $1.9 billion), is approximately 16.57x 2008E earnings.  We 
believe that the transaction is priced at the midpoint of the range of comparable 
transactions. 
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• We believe that the $3.7 billion transaction is likely to be financed as follows: 

o $1.9 billion of assumed utility debt. 

o $450 million of Terasen Inc. holdco debt that will be assumed. 

o $1 billion subscription receipt offering that closed March 15, 2006.  38.5 million 
subscription receipts were issued at a price of $26.00 per receipt.  Each receipt 
represents the right to receive, for no additional consideration, one common share 
of Fortis Inc. 

o $150 million of shares pursuant to an underwriter’s over-allotment option that we 
assume will be exercised, such that the total shares ultimately issued will total 
approximately 44.269 million. 

o Issuance of $200 million of preferred shares.  We have assumed, for estimation 
purposes, that Fortis Inc. issues perpetual preferred shares with a coupon of 
approximately 4.70%. 

• As set out in the Estimates section, we believe that the transaction is immediately accretive: 
$0.05 per diluted share in 2007 and approximately $0.10 per share on a full-year basis in 
2008, such that our diluted 2007 and 2008 EPS estimates increase to $1.43 and $1.54 from 
$1.38 and $1.44 in 2007 and 2008, respectively. 

The Assets to Be Acquired 

Terasen Inc. is a holding company headquartered in Vancouver, BC, whose subsidiaries operate 
two lines of business: (a) natural gas distribution; and (b) petroleum transportation.  The natural 
gas distribution business of Terasen consists of: Terasen Gas Inc. (TGI), Terasen Gas 
Vancouver Island (TGVI), Terasen Gas Whistler (TGW) and Terasen Energy Services Inc. 
(TES).  Figure 1 highlights these businesses.  Kinder Morgan will retain the petroleum 
transportation business of Terasen Inc.  The natural gas distribution segments of Terasen Inc. 
are regulated by BCUC and are outlined below.  Chart 1, below, highlights the company’s 
natural gas service areas on Vancouver Island and the British Columbia mainland. 

Terasen Gas Inc. – TGI   

TGI provides service to more than 100 communities in British Columbia.  Its service territory 
extends from Vancouver to the Fraser Valley and the interior of British Columbia, and has an 
estimated population of approximately four million.  As at September 30, 2006, TGI and its 
subsidiaries transported and distributed natural gas to approximately 734,000 residential and 
82,000 commercial and industrial customers, representing approximately 87% of the natural gas 
users in British Columbia.  The rate base of TGI as at September 30, 2006, was approximately 
$2,474 million. TGI has approximately 1,100 employees. 

Terasen Gas (Vancouver Island) – TGVI 

TGVI owns and operates the natural gas transmission pipeline from the Greater Vancouver area 
across the Georgia Strait to Vancouver Island, and the distribution system on Vancouver Island 
and along the Sunshine Coast of British Columbia.  TGVI serves approximately 85,000 
residential, commercial and industrial customers along the Sunshine Coast and in various 
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communities on Vancouver Island, including Victoria and surrounding areas. Among TGVI’s 
largest customers are the Vancouver Island Gas Joint Venture, representing six large pulp and 
paper mills on Vancouver Island and the Sunshine Coast, and BC Hydro’s contracted gas-fired 
electricity cogeneration facility at Elk Falls, Vancouver Island.  The average rate base of TGVI 
approved by the Commission for 2007 is approximately $482 million.  TGVI has approximately 
105 employees.  

Terasen Gas Whistler- TGW  

TGW has owned and operated the propane distribution system at Whistler since 1987.  It 
provides service to approximately 2,350 residential and commercial customers in the Whistler 
area of British Columbia. The average rate base of TGW for 2006 was approximately $16.5 
million.  The propane distribution system in Whistler has grown far beyond the original 
expectations and beyond the size and scale of other similar propane distribution systems in 
British Columbia and Canada. On June 28, 2006, TGVI and TGW received final approval from 
the BCUC to extend natural gas service to Whistler.  Under the proposed arrangements, TGVI 
will extend its transmission system to serve TGW by the construction of a 50-kilometre pipeline 
lateral from Squamish to Whistler and TGW will convert its current piped propane system to 
natural gas.  The pipeline is scheduled for completion in 2008. 

Terasen Energy Services - TES  

TES was established in 2006 and owns and/or operates geo-exchange, natural gas and propane 
distribution systems in communities across British Columbia.  TES is also in the business of 
developing alternative energy systems. 

Regulation 

There have been several important regulatory developments at Terasen Inc. since its acquisition 
by Kinder Morgan Inc. on November 30, 2005, as set out below for each entity. 

Terasen Gas 

• On January 29, 2007, the BCUC issued an Order to consider an extension of the 2004–2007 
Multi-Year Performance-Based Rate Plan for 2008-2009 for Terasen Gas.  The Order 
established a written public hearing process and set out a regulatory timetable.  In 
accordance with the regulatory timetable, stakeholders, intervenors, and interested party 
comments were due to be filed with the Commission by February 9, 2007, and Terasen 
Gas’ reply comments were due on February 16, 2007.  The BCUC has not yet issued a 
decision regarding the extension of the Multi-Year Performance-Based Rate.  

• On December 18, 2006, the BCUC approved the Advance Annual Review materials in 
accordance with the 2004-2007 Multi-Year Performance-Based Rate Settlement filed by 
Terasen Gas on October 16, 2006.  The advance annual review addresses the 2006 actual 
results, the 2007 forecasts and the 2006 earnings sharing that are used in setting 2007 rates.  
The key metrics included in this decision include: 

o TGI and Terasen Squamish (TGS) are to be amalgamated beginning January 1, 
2007.  The BCUC noted that Commission approval is not required for the 
amalgamation. 
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o The appropriate common equity component allowed in the capital structure of the 
amalgamated TGI and TGS is 35.01% in 2007 versus the approved rate of 35% in 
2006.  The approved return on common equity of the amalgamated TGI and TGS 
is 8.37% in 2007 versus the approved rate of 8.80% in 2006. 

o Mid-year rate base of $2.506 billion in 2006 and $2.474 billion in 2007. 

o Revenue Requirements of $1.646 billion in 2006 and $1.461 billion in 2007. 

o Capital Expenditures of $130.248 million in 2006 and $137.854 million in 2007. 

o Depreciation of $83.894 million in 2006 and $84.701 million in 2007. 

o The Commission approved the $0.021/GJ decrease in the Rate Stabilization 
Adjustment Mechanism (RSAM) rider from the currently approved level of 
$0.16/GJ to $0.145/GJ, effective January 1, 2007.  The RSAM is a weather 
normalization account that enables TGI to defer margin variances arising from 
residential and commercial customer natural gas consumption that is more or less 
than forecasted.  TGI forecasts $7.99 million (net-of-tax) of RSAM additions at the 
end of 2006.  The balance at the end of 2006 for the RSAM is projected to be 
$34.58 million on a net-of-tax basis, which is being amortized over three years. 

o TGI is projecting an actual 2006 return on equity of 10.098%.  Under the earnings 
sharing mechanism (ESM), differences between actual utility earnings and the 
authorized level of earnings is shared 50/50 between TGI and its customers.  The 
customer’s portion of the 2006 earnings surplus is $8.23 million and the total 
earnings surplus to be distributed in 2007 is $12.74 million.  Therefore, the 
approved ESM rider, effective January 1, 2007, will range from ($0.108)/GJ to 
($0.018)/GJ, depending on the Rate Schedule applicable to each respective 
customer. 

o Terasen Gas expects that it will file an application with the BCUC in the first or 
second quarter of 2009 regarding its 2010 Revenue Requirement. 

o Terasen Gas has indicated that a potential amalgamation of the separate utility 
entities (TGI, TGVI and TGW) is being considered for as soon as 2010, which 
would require, in the view of the company, an application relating to the 
amalgamation to be filed in early 2009.  

Terasen Gas Vancouver Island 

• On January 29, 2007, the BCUC issued an Order to consider an extension of the 2006–2007 
Negotiated Settlement for 2008–2009 for Terasen Gas Vancouver Island.  The Order 
established a written public hearing process and set out a regulatory timetable.  On January 
22, 2007, TGVI provided copies of the application to all stakeholders, intervenors and 
interested parties concurrent with the submission of its application to the Commission.  In 
accordance with the regulatory timetable, Commission and intervenor information 
submissions were due to be filed by February 9, 2007.  Stakeholders, intervenors and 
interested party comments and TGVI reply comments were to be filed February 21, 2007, 
and February 26, 2007, respectively.  The BCUC has not yet issued a decision. 
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• On December 14, 2006, the BCUC approved the 2006 Settlement Update in accordance 
with the 2006–2007 Negotiated Settlement Agreement filed by TGVI on October 23, 2006.  
The 2006 Settlement Update requested approval of 2007 Rates, 2007 Cost of Service and 
the Revenue Deficiency Deferral Account balance as at December 31, 2005.  The key 
results of the decision include: 

o Mid-year rate base of $469.683 million in 2006 and $481.996 million in 2007 
versus $452.605 million in 2005. 

o Revenue Requirements of $195.459 million in 2006 and $207.972 million in 2007 
versus $193.301 million in 2005. 

o Capital Expenditures of $35.338 million in 2006 and $67.443 million in 2007. 

o Depreciation expenses of $15.459 million in 2006 and $16.339 million in 2007 
versus $14.984 million in 2005. 

o Deemed equity of 40% in 2006 and 2007 versus 35% in 2005.  The allowed return 
on equity is 9.50% in 2006 and 9.07% in 2007 versus 9.53% in 2005. 

o A Revenue Deficiency Deferral Account (RDDA) balance as at December 31, 
2005, of $48.731 million (versus a reported balance of $35.2 million).  The 
company projects the Deferral Account balance to be $41.842 million in 2006 and 
$29.9 million at the end of 2007.  

o Terasen Gas Vancouver Island expects that it will file an application with the 
BCUC in the first or second quarter of 2009 regarding its 2010 Revenue 
Requirements. 

BCUC Revises Benchmark ROE and Formula 

On March 2, 2006, the BCUC issued a decision in response to an application submitted jointly 
by Terasen Gas and Terasen Gas Vancouver Island, dated June 30, 2005, to determine the 
appropriate return on equity and capital structure and to review and revise the automatic 
adjustment mechanism.  The key terms of the decision include: 

• The appropriate common equity component allowed in the capital structure of TGI is 35%.  
TGI had applied for a 38% equity structure in its application. 

• The appropriate common equity component allowed in the capital structure of TGVI is 
40%.  TGVI had applied for a 40% equity structure in its application. 

• The approved return on equity for the benchmark low-risk utility is 9.145%, assuming a 30-
year long Canada bond yield of 5.25%.  For 2006, this results in an approved return on 
equity for TGI of 8.80%.  TGI had applied for an allowed return on equity of 10.5% for 
rate-making purposes in its application. 

• The approved return on equity for TGVI is 70 basis points greater than the benchmark low-
risk utility return, or 9.50% for 2006.  TGVI had applied for an allowed return on equity of 
11.25%, a 75 basis point premium to that of TGI in its application. 
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• The Commission gave weight to both the equity risk premium and the discounted cash flow 
approach in establishing a fair rate of return.  The Commission did not give any weight to 
the comparable earnings of low-risk Canadian industrials in the proceeding, although it 
believes that this approach may play a role in future hearings.  

• The Commission also concluded that a revision to the automatic adjustment mechanism is 
appropriate, such that the return on equity will be adjusted by 75 percent of the change in 
forecast long Canada bond yields, effective January 1, 2006.  The new automatic 
adjustment mechanism will be subject to a review period of five years and should the 
mechanisms result in a ROE for the benchmark low-risk utility that is less than 8% or 
greater than 12%, the Commission will canvass the views of the parties on whether the 
mechanism should be reviewed.  The sliding scale was 80% previously. 

• TGI did not seek changes to its deferral accounts.  TGI maintains two significant 
commodity deferral accounts: the Commodity Cost Reconciliation Account (CCRA) and 
the Midstream Cost Reconciliation Account (MCRA). These commodity deferral accounts 
collect the difference between the actual incurred gas costs and recoveries from rates.  
TGI’s non-commodity deferral accounts defer elements of gross margin and of costs.  The 
most significant non-commodity deferral account for TGI is the RSAM. 

• TGVI also did not seek changes to its deferral accounts. TGVI maintains a commodity 
deferral account called the Gas Cost Variance Account, which captures the difference 
between actual and approved cost of gas.  Deferral account balances at the end of the year 
are either refunded to or recovered from customers via an application to the BCUC.  
TGVI’s most significant non-commodity deferral account is the RDDA, which has been 
operating for 15 years. 

We have reflected the appropriate return on equity and capital structure in our outlook. 

Estimates 

We have updated our financial model to reflect the planned acquisition of Terasen Inc. from 
Kinder Morgan Inc., and the foregoing issuance of subscription receipts.  We have assumed that 
both transactions close mid-2007.  Our diluted 2007 and 2008 EPS estimates increase to $1.43 
and $1.54, respectively, from $1.38 and $1.44.   

Fortis Inc. has substantial experience in the acquisition, ownership and operation of regulated 
electric utilities.  Although there are strong parallels between the natural gas distribution and 
electric utility businesses (i.e., among other things the businesses are natural monopoly, 
network operations), the natural gas distribution business of Terasen Inc. is subject to a number 
of risks: 

• Competitiveness of Natural Gas in British Columbia: Prior to 2000, natural gas consistently 
had a substantial competitive advantage compared with electricity throughout the Lower 
Mainland, Inland, and Columbia regions.  However, with the increasing price of natural 
gas, the price of electricity for residential customers in British Columbia is now only 
marginally higher than the comparable price for natural gas.  There is no assurance that 
natural gas will continue to maintain a competitive price advantage in the future.  If natural 
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gas pricing becomes uncompetitive with electricity pricing, Terasen Gas’ ability to add new 
customers could be impaired, and existing customers could reduce their consumption of 
natural gas or eliminate its usage altogether.  

• Regulatory Risk: The regulated operations of Terasen are subject to the normal 
uncertainties faced by regulated companies.  These uncertainties include the approval by 
the BCUC of customer rates, which permit a reasonable opportunity to recover on a timely 
basis the estimated costs of providing services, including a fair rate of return on rate base.  
Upgrades of existing facilities and the addition of new facilities require the approval of the 
BCUC.  Capital cost overruns relative to approvals granted might not be recoverable in 
customer rates.  The ability of Terasen to recover the actual costs of providing services and 
to earn the approved rates of return depends on achieving the forecasts established in the 
rate-setting process.  

• Growth Dependent on Housing Market: Terasen is essentially a mature business with very 
low growth prospects in British Columbia.  Over the last few years, growth has mainly 
come from housing starts in British Columbia, which is currently trending above long-term 
averages.  Housing starts have been favourably impacted by a number of economic factors, 
including low interest rates, consumer confidence, increased fiscal stimulus by the 
provincial and federal governments, and the 2010 Olympics.  Although these economic 
factors still continue to be robust, there is a significant risk that they will not be sustained at 
current levels.  

• Alternative Energy Sources: The residential heating market today in British Columbia 
included alternatives, such as ground source and air source heat pumps, that are much more 
economical than gas.  Customer environmental awareness and recent negative perceptions 
regarding gas coupled with increased headline news on the Kyoto Accord are also 
influencing energy choices.  There is an increased risk compared to prior years that Terasen 
will lose a number of projects to non-gas/non-traditional heating systems.  

There are a number of risks specific to Terasen Gas Vancouver Island: 

• Relatively small greenfield utility:  TGVI is still a franchise under development, that has 
been built from the ground up over the last 15 years.  The company continues to have 
difficulty developing markets in its service area in the face of relatively high natural gas 
prices, low population density in its service area and very competitive electricity rates. 

• Elimination of provincial royalty revenues: To assist with competitive rates during 
franchise development, the provincial government provided and continues to provide 
royalty revenues that currently cover approximately 20% of the cost of service.  The royalty 
revenues are expected to expire at the end of 2011, after which TGVI’s customers will 
absorb the full commodity cost of gas.  The company expects that annual royalty payments 
will grow to $60 million by 2012.  A request to the BCUC for a $60 million revenue 
requirement in 2012 would result in a 35 to 40 per cent increase in rates across all customer 
classes. 

• Recovery of the Revenue Deficiency Deferral Account (RDDA): Since 2003, TGVI’s rates 
were set at a discount to competing fuels that were too low to recover TGVI’s cost of 
service, which resulted in accumulations to the RDDA.  Under the approved 2006–2007 
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negotiated settlement agreement, the RDDA balance is expected to be reduced by 
approximately $17.4 from a total of $52 million as of December 31, 2005, or to roughly 
$29.9 million by the end of 2007.  Even though the company has an opportunity to recover 
the remainder of the RDDA, there is no assurance that it will be able to do so before the 
elimination of the provincial royalty payments at the end of 2011.   

• High dependence on industrial loads: Over 65 per cent of throughput is delivered to 
industrial customers, two-thirds of which is contracted on a year-to-year basis with no long-
term commitments.  A loss of industrial customers may increase the cost of service for 
residential and commercial customers, thereby decreasing the competitiveness of rates. 

• Supply risk: TGVI is dependant on a single pipeline system that traverses rugged terrain, 
with underwater and marine crossings.  Operational problems at the undersea high pressure 
transmission facilities may reduce or stop the supply of gas from the BC mainland to the 
island. 

• Future repayment of senior government debt: The company is liable for a $75 million non-
interest bearing senior government debt, currently sitting as a credit to rate base.  
Repayment of the debt will increase TGVI’s rate base and contribute to a higher cost of 
service.   

Valuation 

Our target price of $31.00 reflects a weighted average valuation approach:  18x diluted 2008 
EPS of $1.54 (12.5%), 2.0x 2008E BV of $17.96 (12.5%), and a target yield of 3.0% (75%), 
assuming 2008 dividends per share of $0.92. 

Recommendation 

We believe that the shares of Fortis Inc. are attractively valued at current levels.  We are 
resuming coverage with an Outperform rating. 
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Chart 1.  Map of Terasen Gas Inc. and Terasen Gas (Vancouver Island) Service Areas 

 

 
Source:  Company Reports 
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Table 1.  Consolidated Summary Sheet 

14-Mar-07 Karen J. Taylor
Current Price: $27.10 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 17.4% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.47 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.43 $1.54
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.23 $0.20
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.26 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.47
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.39) ($0.36)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 55.9% 58.4%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 129.0 154.2
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.29 17.96

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $27.10 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 18.5 17.3
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.57 1.51
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.03% 3.38%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 606.1 636.9 840.8
Debt (L-T) 583.8 910.7 1855.8 1990.2 2247.9 4716.4 4707.6

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 25.0 72.0 66.6 66.6
Shareholders' Equity 584.2 624.6 1000.1 1213.4 1268.5 2661.9 2772.2

1731.2 2251.3 3534.0 3997.8 5241.4 9328.0 9633.4
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 11.6% 6.8% 8.7%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 42.9% 50.6% 48.9%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.1% 5.1% 4.9%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.4% 1.4%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.4% 6.9% 6.6%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.4% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.2% 28.5% 28.8%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 189.3 241.4

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 500.0 582.3

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  11.74   2.5    11

Current*     1.38    19  0.76   2.9     55  12.19   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.4  10.1  10.2

10 Year:   8.9   5.6   7.0
20 Year:   5.1   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.

2004 2005 2006
80

90

100

110

120

130

FTS Relative to S&P/TSX Comp.
FTS Relative to Electric Utilities

80

90

100

110

120

130

1.0

1.2

1.4

 BMO  2007FY EPS ( Feb 07 =    NA )
 IBES 2007FY Cons.EPS ( Feb 07 =  1.42 )

1.0

1.2

1.4

2004 2005 2006
1.2

1.4

 BMO 2008FY EPS ( Feb 07 =    NA )
 IBES 2008FY Cons.EPS ( Feb 07 =  1.51 )

 

FTS - Rating as of 1-Apr-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

13 27-Feb-07 OP  to NR $26.10

1.2

1.4
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

Terasen Acquisition Receives Competition Act Clearance 
   

Impact  Neutral 
   

Details & Analysis  Fortis Inc. has announced that it has received a no-action letter from the 
Competition Bureau of Canada regarding the previously announced
agreement to acquire all of the shares of Terasen Inc. from Kinder Morgan
Canada.  The “no-action” letter from the Bureau is in line with 
expectations.  Approval of the planned transaction by the British
Columbia Utilities Commission is still outstanding and a schedule has
been established to consider the application filed by Fortis to acquire the
shares.  The application is to be examined by a written public hearing 
process, scheduled to begin on March 14, with final company responses
filed by April 5.  A decision by the Commission is expected to follow
thereafter.  We do not believe that the Commission is likely to
unreasonably withhold approval of the application.  Kinder Morgan must
also complete a number of conditions precedent, including:  (i) sale of
Corridor Pipeline to Inter Pipeline Fund; and (ii) transfer of the Trans
Mountain and Express Pipeline systems.  We continue to expect that the 
transaction is likely to close prior to the end of H1/07.  We rate the shares
of Fortis Outperform. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.38    19  0.76   2.9     55  12.19   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.4  10.1  10.2

10 Year:   8.9   5.6   7.0
20 Year:   5.1   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.
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FTS - Rating as of 9-Apr-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
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Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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BCUC Approves Two-Year Extension of Rate SettlementsHeadline Here 
   

Impact  Neutral 
   

Details & Analysis  The British Columbia Utilities Commission has announced that it has
approved a two-year extension of the 2004-2007 Multi-Year Performance-
Based Rate Plan currently in place for Terasen Gas Inc. (100% - Terasen 
Inc.) and a similar extension of the 2006-2007 Negotiated Settlement 
Agreement currently in place for Terasen Gas (Vancouver Island) Inc. 
(100% - Terasen Inc.).  The extensions approved by the commission apply
in 2007 and 2008, inclusively.  Approval by the Commission is in line with
expectations and the terms of the extensions are fully reflected in our
outlook for the regulated gas distribution operations of Terasen Inc. We
note that the Commission has yet to issue its determination regarding the
planned acquisition of Terasen Inc. by Fortis Inc.  The established
regulatory process to consider the acquisition is expected to conclude on 
April 5 and a decision from the Commission is expected thereafter.  We
continue to believe that approval by the Commission will not be
unreasonably withheld and that the transaction is likely to close mid-2007. 
The Competition Bureau of Canada issued a “no action” letter regarding the 
transaction on March 21 and Kinder Morgan must also resolve certain
conditions precedent.  We continue to rate the shares of Fortis Inc.
Outperform. 
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Fortis Inc. (FTS)

Last Daily Data Point: March 26, 2007
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.38    19  0.76   2.9     55  12.19   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.4  10.1  10.2

10 Year:   8.9   5.6   7.0
20 Year:   5.1   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.
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FTS - Rating as of 14-Apr-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
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Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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BCUC Approves Acquisition of Terasen Inc. 
   

Impact  Neutral 
   

Details & 
Analysis 

 The British Columbia Utilities Commission (BCUC) issued an Order and Reasons for
Decision on April 30, 2007, approving the acquisition of 100% of Terasen Inc. by Fortis Inc.
The planned acquisition of the natural gas distribution businesses of Terasen Inc. by Fortis 
was announced on February 26, 2007.  The BCUC approved the transaction subject to:  (i)
ring-fencing conditions - the continued application of the five ring-fencing conditions 
implemented by the Commission at the time Terasen was acquired by Kinder Morgan Inc.; 
(ii) governance – existing governance policies are to be maintained, including continued
independence of Directors of Terasen Inc.; (iii) location of functions and data – geographic 
location of any existing functions or data currently in the service area cannot change without 
the prior approval of the Commission; and (iv) data and server Providers – the location of 
data and servers providing service to the Terasen utilities is to be restricted to Canada and that
any proposal to locate date and servers outside Canada will require the Commission’s
approval.  These conditions, plus assurances made by Fortis that have not been made
conditions of approval, are not likely to create hardship for Fortis, as they are consistent with
the company’s current, decentralized management practices. The five ring-fencing conditions 
previously implemented are:  (1) requirement to maintain actual equity at a level at least equal
to the deemed equity allowed by the Commission; (2) prohibition against the payment of 
dividends if doing so would violate (1) above; (3) prohibition against the financial support of
affiliates of the utilities and requirement to maintain separate banking and cash management
arrangements and a prohibition against tax sharing agreements; (4) no affiliate transactions 
that are not compliant with Commission guidelines and without Commission approval in
certain circumstances; and (5) prohibition against the provision of financial support to or to
guarantee non-regulated activities by the Terasen utilities.  We believe that the transaction is 
likely to close by the end of Q2/07, once Kinder Morgan has completed the separation of its
petroleum transportation operations from Terasen Inc.  No change in view.  We rate the
shares of Fortis Inc. Outperform. 
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Fortis Inc. (FTS)

Last Daily Data Point: April 30, 2007
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.38    20  0.76   2.7     55  12.19   2.3    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.6  10.1  10.2

10 Year:   9.2   5.6   7.0
20 Year:   5.0   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.
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FTS - Rating as of 19-May-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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KMP Completes Purchase of Trans Mountain 
   

Impact  Neutral 
   

Details & Analysis  Kinder Morgan Energy Partners has announced that it has completed the 
purchase of the Trans Mountain Pipeline System from Kinder Morgan Inc.
for US$550 million plus US$450 million of debt associated with the
planned TMX1 - Anchor Loop expansion that is expected to increase 
capacity on the Trans Mountain Pipeline to 300,000 bbls/d from 260,000 
bbls/d presently by November 2008.  We estimate that the transaction was
priced at approximately 10.0x EV/EBITDA (US$1 billion over discounted
2010E EBITDA of US$123 million.  Kinder Morgan must also close the
sale of the Corridor Pipeline System to Inter Pipeline Fund in mid-May 
(this transaction was announced on March 5, 2007) and must also transfer
its 33.3% interest in the Express Pipeline System from Terasen Inc., if this
has not already occurred.  We continue to expect that the planned 
acquisition of Terasen Inc. by Fortis Inc. closes no later than June 30. No
change in view.  We rate the shares of Fortis Inc. Outperform. 
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Last Daily Data Point: April 30, 2007
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.38    20  0.76   2.7     55  12.19   2.3    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.6  10.1  10.2

10 Year:   9.2   5.6   7.0
20 Year:   5.0   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.
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FTS - Rating as of 19-May-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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Q1/07 EPS Slightly Higher than Expected 
   

Impact  Neutral 
   

Details & Analysis  Fortis Inc. reported Q1/07 EPS of $0.38.  After adjusting for a $2.4
million after-tax impairment charge incurred by Caribbean Utilities in that
company’s Q3/07 (period ending January 31, 2007) and highlighted in our
comment dated March 5, reported Q1/07 EPS were $0.40 per share, 
slightly higher than our expectation of $0.39 per share.   Stronger quarter
over quarter was observed in all key business segments, notably Fortis
Generation (non-regulated hydro-electric generation), largely due to 
increased hydroelectric production in Belize and higher average wholesale
energy prices in Ontario.  The recently acquired utilities in the Turks and
Caicos contributed approximately $1.8 million after-tax in the quarter. We 
continue to review the release.  We rate the shares of Fortis Outperform. 
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Fortis Inc. (FTS)

Last Daily Data Point: May 2, 2007
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.38    20  0.76   2.7     55  12.19   2.3    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.6  10.1  10.2

10 Year:   9.2   5.6   7.0
20 Year:   5.0   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.
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FTS - Rating as of 21-May-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
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Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered/qualified as a 
research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to page 8. 
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Credit Metrics Remain Low But Relatively Stable 
 

Fortis Inc.
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Event 

Fortis Inc. (Fortis) releases Q1/07 results. 
 
Impact 

Neutral. 
 
Key Points 
Fortis’ earnings for Q1/07 were up 13.4% on Q1/06. The higher returns 
primarily stemmed from increased earnings from FortisAlberta, increased non-
regulated power generation earnings due to higher hydroelectric generation at
Belize Electricity and higher wholesale pool prices in Ontario, and contributions 
from its Fortis Turks and Caicos electric utility acquired in August 2006. The 
higher earnings translated to higher cash flows compared to Q1/06, however 
ongoing high capital outlays led to negative free cash flow. Cash flow credit 
metrics remain weak but adequate. A $93.4 million drop in debt in Q1/07
coupled with higher shareholders’ equity following an issue of common shares,
led to a modest drop in leverage, and access to liquidity remains adequate. 
 
Recommendation 
Fortis has limited capital market issues outstanding at the holding company
level, and what debt there is, is infrequently traded. Nevertheless, we believe the 
credit profile of Fortis continues to strengthen and will improve further with the 
increased diversity of regulated cash flows to flow from the Terasen Inc.
acquisition. Further, for those investors with exposure to the holding company 
debt we believe there is a real potential for a ratings upgrade from Standard & 
Poor’s. The benefit of the improving credit profile is not restricted to Fortis’
direct debt holders. An improving credit profile for Fortis augurs well for the 
Fortis subsidiaries, such as FortisAlberta and FortisBC, as the company will be
in a better position to assist these utility businesses in funding their significant
capital expenditure programs. 
 
Senior Unsecured Debt Ratings 

DBRS 
BBB (High) 
S table 

S&P 
BBB 
CW-Pos 

Moody’s 
Not Rated 
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Details & Analysis 

Earnings and Cash Flow  
Fortis’ earnings for the first quarter of 2007 were up 13.4% on the corresponding period in 
2006. Excluding a $2.4 million net charge at its Caribbean Utilities subsidiary in the quarter, 
earnings would have been close to 20% higher. The higher returns primarily stemmed from: 

• increased earnings from its expanding FortisAlberta subsidiary; 

• higher non-regulated power generation earnings due to higher hydroelectric 
production at Belize Electricity, and higher average wholesale prices in Ontario; and 

• contributions from its Fortis Turks and Caicos electric utility acquired in August 2006.  

On an EPS basis, Fortis’ reported EPS in the quarter of $0.38.  After adjusting for an after-tax 
impairment charge incurred by Caribbean Utilities Q1/07 EPS were $0.40 per share, slightly 
higher than BMO Capital Market’s equity research expectation of $0.39 per share. 

The higher earnings translated to an increase in cash flows compared to Q1/06; however 
ongoing high capital outlays resulted in negative free cash flow (funds from operations less 
capital expenditure net of contributions and distributions). Funds from operations (FFO) of 
$85.7 million, up from $76.9 million in Q1/06 was insufficient to meet $112.7 million of net 
capital expenditure commitments and $28.6 million in dividends. The cash flow shortfall was 
essentially met through proceeds from a common share issue of $147.6 million in the quarter. 
Fortis’ large capital expenditure program will dominate cash flows outlays and financing 
activities for the next few years at least, with negative free cash flow expected to be the norm. 
In the next five years, gross consolidated electric utility expenditure of about $2.8 billion is 
expected, with about $631 million to be undertaken in 2007. Of the2007 program, about 66% is 
to be undertaken at its western Canadian subsidiaries, FortisAlberta and FortisBC. If the 
Terasen Gas acquisition closes as planned, an additional $1 billion of consolidated gas utility 
capital expenditure is expected in the next five years. 

The company’s relative cash flow credit metrics remain weak but adequate (Chart 1). 
Unadjusted FFO gross interest coverage based on a 12-month rolling basis to March 31, 2007 
was 2.8x, consistent with year end 2006, but slightly lower than the 3.0x in fiscal 2005. Not 
surprising given its partially debt financed expansion of its electricity network asset bases and 
the delay in receipt of regulated cash flows from the asset constructed, FFO-to-debt remained 
on the weak side at 11.7% for the 12-months to March 31, 2007, up from 10.9% at year end 
2006, but down from 14% in fiscal 2005. We note, however, that the fiscal 2006 FFO-to-debt 
ratio was adversely affected by the consolidation of Caribbean Utilities’ debt  at year-end after 
taking a majority shareholding in the company in November 2006. 
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Chart 1: Fortis Inc. Cash Flow Credit Metrics on a Rolling 12-month Basis 

Fortis Inc.
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Recent Developments 
The company’s announced acquisition of Terasen Inc. on Feb. 26, 2007 moved a step closer to 
fruition with the provincial regulator, the British Columbia Utilities Commission, approving the 
proposed acquisition on April 30, 2007. This most recent step follows the receipt of a no-action 
letter from the Competition Bureau of Canada on March 20, 2007. What is left to complete the 
sale process is Kinder Morgan meeting a closing condition, which involves the requirement for 
it to separate its petroleum operations from Terasen, leaving just the natural gas distribution 
business operated by Terasen Gas. The condition precedent and financial close of the 
transaction is expected to be completed in Q2/07. 

Capital Structure and Liquidity 

A $93.4 million drop in debt outstanding in Q1/07 coupled with higher shareholders’ equity 
supported by an issue of common shares of $147.6 million, led to a modest drop in Fortis’ 
leverage at March 31, 2007. A significant portion of the proceeds from the equity issue was 
used to repay existing indebtedness at Fortis, fund a portion of acquisitions undertaken in 2006, 
and support capital expenditure programs. Leverage, as measured by total debt-to-total capital 
and treating the preference shares as equity at the end of Q1/07 was 56.9%, down from 59.7% 
at year end 2006. Total consolidated debt at quarter end was $2.65 billion. The lower debt in the 
quarter versus year end 2006 reflects a combination of the reclassification of deferred charges 
and other assets as long-term debt ($21.2 million) due to the adoption of a new accounting 
standard, in additional to net debt repayments on long-term credit facilities at Fortis, 
FortisAlberta and FortisBC. The reduction in debt was partly offset by FortisAlberta’s $110 
million debenture offering, which closed Jan. 3, 2007. 
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The vast majority of Fortis’ consolidated debt, about 90%, resides at the company’s various 
subsidiaries. Debt at the holding company level comprises $100 million of senior unsecured 
debentures maturing 2010, US$150 million senior unsecured notes maturing 2014, and about 
US$59 million in unsecured subordinated convertible debentures due between 2012 and 2016, 
after US$1.1 million of the company’s 2012 subordinated debentures were converted to 
common shares on March 21, 2007. The proportion of holding company debt in the 
consolidated capital structure will be significantly reduced with the addition of Terasen Inc.’s 
$2.3 billion of debt on the close of the acquisition transaction. The company’s leverage is 
expected to remain about its target level of 60%, and with the successful issuance of $1.15 
billion of subscription receipts in the quarter to fund its $3.7 billion Terasen Inc. acquisition, 
this should remain the case.   

Fortis’ maintains adequate access to liquidity. Unused capacity under the company’s $963.5 
million of consolidated lines of credit was $722.8 million at the end of Q1/07 after draw downs 
and outstanding letters of credit, up from $546.7 million at Dec. 31. 2006. The available 
capacity is sufficient to meet operating and capital requirements and refinancing needs. At the 
end of the quarter Fortis also had consolidated cash and cash equivalents of $43.2 million. 
Further, in Q1/07 the company established $1.425 billion non-revolving term credit facilities to 
fund the Terasen acquisition, of which advances of about $300 million are expected to be drawn 
to complete the transaction. Maturing debt commitments and amortising debt repayments are 
manageable with less than $100 million of existing long-term debt due in the next 12 months 
and under $300 million in the next three years. We note, however, that if the Terasen Inc. 
acquisition closes as expected in Q2/07, the company’s consolidated debt maturities in 2007 
will also include $250 million of maturing debt at Terasen Gas Inc. in October 2007. 

Credit Ratings 

As a result of its proposed acquisition of Terasen Inc., Fortis’s corporate credit rating and 
senior unsecured debt issue rating face potential positive rating action. 

Standard & Poor’s places its ratings on Fortis on CreditWatch with Positive Implications on 
Feb. 26, 2007, following its announced acquisition of Terasen Inc. Of significance, the agency 
advised that it was opening the door to a possible modest rating separation between Fortis and 
some of its regulated subsidiaries. The open door suggests the agency’s approach to analyzing 
Fortis may deviate from its current consolidated rating methodology to include a review of the 
credit profile from a deconsolidated point of view. If this approach is followed we see an 
upgrade of Fortis’ corporate and senior debt issue ratings as a distinct possibility. In the event 
the corporate credit rating is affirmed under the agency’s consolidated rating approach, we also 
believe an opportunity exists for the senior unsecured rating to be upgraded. The basis for the 
upgrade would be the added diversity the Terasen acquisition provides to the Fortis group with 
the agency’s structural subordinated criteria providing the opportunity for the debt at the 
holding company level to be rated the same as the corporate credit rating based on sufficient 
business and/or geographic diversity of the subsidiaries. Fortis’ senior debt rating is currently 
notched off from its corporate credit rating to reflect the debt’s structurally subordinated 
position relative to the debt of its operating companies.  
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DBRS confirmed its ratings on Fortis on Feb. 26, 2007 following its announced intention to 
acquire 100% of the common shares of Terasen Inc. DBRS believes the transaction will have a 
positive impact on Fortis’s overall business risk profile as a result of the acquisition of stable, 
low-risk gas distribution assets. From a financial risk perspective, DBRS expects a modest 
decline in consolidated interest coverage metrics, given the existing levels of debt at the 
acquired entities; however, it anticipates a modest improvement in non-consolidated credit 
metrics, given that the transaction is predominantly equity financed, coupled with the historical 
strength of Terasen Gas Inc.’s dividends. Overall, DBRS views the predominantly equity-
financed acquisition of regulated assets as a good strategic fit for Fortis and views the proposed 
transaction as credit neutral to slightly credit positive. 

Recommendation 

Fortis has limited capital market issues outstanding at the holding company level, and what debt 
there is, is infrequently traded. Nevertheless, we believe the credit profile of Fortis continues to 
strengthen and will improve further with the increased diversity of regulated cash flows to flow 
from the Terasen Inc. acquisition. Further, for those investors with exposure to the holding 
company debt we believe there is a real potential for a ratings upgrade from Standard & Poor’s. 
The benefit of the improving credit profile is not restricted to Fortis’ direct debt holders. An 
improving credit profile for Fortis augurs well for the Fortis subsidiaries, such as FortisAlberta 
and FortisBC, as the company will be in a better position to assist these utility businesses in 
funding their significant capital expenditure programs. 
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Fortis Inc. 

Maturity Schedule  
Amount Issue Issue Outstanding 

Company Coupon Maturity ($mm) Instrument Date Spread Callable CUSIP ($mm)
Newfoundland Power 11.88% 16-Dec-07 $40 First Mortgage 16-Dec-87 145.0 bps Make Whole (+ 75.0 bps) 651350BC3 $32
FortisBC Inc. 6.75% 31-Jul-09 $50 Unsecured Debenture 19-Jul-02 NA Make Whole (+ 40.0 bps) NA $50
FortisBC Inc. 11.00% 1-Dec-09 $15 Secured Debenture 20-Dec-89 NA Make Whole (+ 50 bps) NA $6
Maritime Electric 12.00% 1-May-10 $15 First Mortgage 1-Jan-90 NA NA NA $15
Fortis Inc. 7.40% 25-Oct-10 $100 Debenture 25-Oct-00 175.0 bps Make Whole (+ 43.0 bps) 349553AB3 $100
FortisBC Inc. 9.65% 16-Oct-12 $15 Secured Debenture 16-Oct-92 NA Make Whole (+ 40.0 bps) NA $15
FortisBC Inc. 9.44% 31-Oct-13 WPP Mortgage NA NA NA NA $6
Newfoundland Power 10.55% 1-Aug-14 $40 First Mortgage 9-Aug-89 117.0 bps Make Whole (+ 50.0 bps) 651350BD1 $32
Fortis Inc. 5.74% 31-Oct-14 US$150 Senior Notes 28-Oct-04 NA NA NA US$150
FortisAlberta 5.33% 31-Oct-14 $200 Unsecured Debenture 25-Oct-04 75.0 bps Make Whole ( + 18 bps) 34957EAA9 $200
FortisBC Inc. 5.48% 28-Nov-14 $140 Unsecured Debenture 30-Nov-04 97.0 bps Make Whole ( + 24 bps) 34957UAA3 $140
FortisBC Inc. 8.77% 1-Feb-16 $25 Unsecured Debenture 1-Mar-96 NA Make Whole (+ 35.0 bps) NA $25
Newfoundland Power 10.90% 12-May-16 $40 First Mortgage 2-May-91 116.0 bps Make Whole (+ 50 bps) 651350BE9 $34
Maritime Electric 11.50% 15-Aug-16 $12 First Mortgage 1-Jan-91 NA NA NA $12
Maritime Electric 8.55% 7-Dec-18 $15 First Mortgage 7-Dec-93 NA NA NA $15
Newfoundland Power 9.00% 1-Oct-20 $40 First Mortgage 1-Oct-92 93.0 bps Make Whole (+ 40.0 bps) 651350BG4 $36
FortisBC Inc. 7.81% 1-Dec-21 $25 Unsecured Debenture 1-Jun-97 NA Make Whole (+ 25.0 bps) NA $25
Newfoundland Power 10.13% 15-Jun-22 $40 First Mortgage 15-Jun-92 112.0 bps Make Whole (+ 37.5 bps) 651350BF6 $35
FortisBC Inc. 8.80% 28-Aug-23 $25 Secured Debenture 30-Nov-93 NA Make Whole (+ 40.0 bps) 95358DAA7 $25
Maritime Electric 7.57% 22-Dec-25 $15 First Mortgage 22-Dec-00 NA NA NA $15
Newfoundland Power 8.90% 7-May-26 $40 First Mortgage 7-May-96 68.0 bps Make Whole (+ 20 bps) 651350BH2 $36
Maritime Electric 8.63% 15-Jan-27 $15 First Mortgage 15-Jan-97 NA NA NA $15
Newfoundland Power 6.80% 20-Nov-28 $50 First Mortgage 20-Nov-98 130.0 bps Make Whole (+ 30 bps) 651350BJ8 $47
Maritime Electric 8.92% 3-Jul-31 $20 First Mortgage 3-Jul-96 NA NA NA $20
Newfoundland Power 7.52% 1-Nov-32 $75 First Mortgage 31-Oct-02 185.5 bps Make Whole (+ 46 bps) 651350BK5 $73
FortisAlberta 6.22% 31-Oct-34 $200 Unsecured Debenture 25-Oct-04 115.0 bps Make Whole ( + 28 bps) 34957EAB7 $200
Newfoundland Power 5.44% 15-Aug-35 $60 First Mortgage 15-Aug-05 NA NA NA $59
FortisBC Inc. 5.60% 9-Nov-35 $100 Unsecured Debenture 10-Nov-05 120.0 bps Make Whole ( + 30 bps) 34957UAB1 $100
FortisAlberta 5.40% 21-Apr-36 $100 Unsecured Debenture 21-Apr-06 100.0 bps Make Whole ( + 25 bps) 34957EAC5 $100
FortisAlberta 4.99% 3-Jan-47 $110 Unsecured Debenture 3-Jan-07 97.0 bps Make Whole ( + 24 bps) 34957ZAA2 $110

 
Ownership Structure 

Widely Held. 

 
Credit Facilities ($mm)  Corp. Lease Schedule ($mm) at 12/31/2006 

Facility
Company Size Q1 2007 FY 2006 Maturity Type
Fortis  Inc.* $963.5 $722.8 $546.7 Lines of Credit
*Represents the consolidated authorized lines of credit of Fortis Inc. and its subsidiaries.

Amount Available Capital Operating
Lease  Lease Lease 

Year Payments Payments Receipts
2007 2.6 5.6
2008 2.6 5.1
2009 2.6 5.1
2010 2.6 3.8
2011 2.6 3.8

Thereafter 55.4 16.3
*Capital lease payments are related to the agreement 
entered into by FortisBC for the operation of BTS.  

 
Pension Summary  

Other Benefit Plans
FY 2006 FY 2005 FY 2006 FY 2005
($mm) ($mm) ($mm) ($mm)

Accrued Benefit Obligation 413.4 389.8 125.2 116.5
Plan Assets 390.6 349.9 -             -              

Funded Status (22.8) (39.8) (125.2) (116.5)
Accrued Benefit Asset (Liability) 
  Net of Valuation Allowance 102.0 97.2 63.7 (53.6)

Discount Rate 5-5.25% 6-6.25% 6-6.25% 6-6.25%
Expected Long-term Rate of 
  of Return on Assets 6.5-7.5% 7-7.5% NA NA
Rate of Future Increase in 
  Compensation 3.5-4.0% 3.5-4.5% 3.5-4.5% 3.5-4.5%

Pension  Benefit Plans
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Historical Ratings 

DBRS   S&P Moody's
Rating Trend Date Rating Trend Date Rating Trend Date
BBB (high) Stable 5-Nov-03 BBB Credit Watch Positive 26-Feb-07 Not Rated
BBB (high) Under Review - Developing 16-Sep-03 BBB Stable 7-Dec-05
BBB (high) Stable 6-Oct-00 BBB Negative 7-Jan-04

BBB Credit Watch Negative 22-Sep-03

Senior Unsecured Rating - Fortis

 



BMO Capital Markets  
 

 

 Page 8 • May 4, 2007  (Back to Index)  

 Analyst's Certification 

I, Laurie Conheady, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  I 
also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in this 
report.   
 
General Disclosure 

The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Dissemination of Research 

Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 

TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

Member of: Top 15 Income Stock Selections 

May 4, 2007 
Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 

 

Q1/07 Slightly Higher than Expected – Outperform 
Rating Unchanged Price (2-May) $28.02 52-Week High $30.00 

Target Price $31.00  52-Week Low $20.36 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.44  $1.54 
P/E   19.5x 18.2x 
 
CFPS $3.15  $2.70  $3.26  $3.48 
P/CFPS   8.6x 8.1x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,787 $10,721 
EBITDA ($mm) $507 $531 $909 $1,132 
EV/EBITDA 9.2x 10.9x 10.8x 9.5x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.36  $0.32  $0.37 
 
Dividend $0.84 Yield 3.0% 
Book Value $13.08 Price/Book 2.1x 
Shares O/S (mm) 129.0 Mkt. Cap ($mm) $3,615 
Float O/S (mm) 129.0 Float Cap ($mm) $3,615 
Wkly Vol (000s) 1,490 Wkly $ Vol (mm) $38.8 
Net Debt ($mm) $6,098.5 Next Rep. Date 03-Aug (E) 

 

Event 
Fortis reported Q1/07 EPS of $0.38.  After adjusting for a $2.4 million after-tax 
impairment charge incurred by Caribbean Utilities in that company’s Q3/07
(period ending January 31, 2007) and highlighted in our comment dated March
5, 2007, reported Q1/07 EPS were $0.40 per share, slightly higher than our
expectation of $0.39 per share.  Strong quarter over quarter performance was
observed in all key business segments, notably Fortis Generation (non-regulated 
hydroelectric generation), largely due to increased hydroelectric production in
Belize and higher average wholesale energy prices in Ontario.  The recently
acquired utilities in the Turks and Caicos contributed approximately $1.8
million after-tax in the quarter. 
 
Impact 

Neutral. 
 
Forecasts 
Unchanged.  Our diluted 2007 EPS increases marginally due to rounding and
the effect that a slightly higher share price has on the diluted EPS calculation.
Our diluted 2007E and 2008E EPS estimates are $1.44 and $1.54, respectively.
Our outlook fully reflects the successful close of the acquisition of Terasen Inc.
from Kinder Morgan by June 30, 2007.  
 
Valuation 
Our target price of $31.00 reflects a weighted approach:  18.0x diluted 2008E
EPS of $1.64 (12.5%), 2.0x 2008E BV of $17.97 (12.5%), and a target yield of
3.00% (75%), assuming 2008 dividends of $0.92. 
 Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.44; 2008E: $1.55 

Recommendation 
We believe the shares are attractively valued at current levels.  Our rating is
Outperform. 
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Details & Analysis 

Fortis reported Q1/07 EPS of $0.38.  After adjusting for a $2.4 million after-tax impairment 
charge incurred by Caribbean Utilities in that company’s Q3/07 (period ending January 31, 
2007) and highlighted in our comment dated March 5, 2007, reported Q1/07 EPS were $0.40 
per share, slightly higher than our expectation of $0.39 per share.  Strong quarter over quarter 
performance was observed in all key business segments, notably Fortis Generation (non-
regulated hydroelectric generation), largely due to increased hydroelectric production in Belize 
and higher average wholesale energy prices in Ontario.  The recently acquired utilities in the 
Turks and Caicos contributed approximately $1.8 million after-tax in the quarter. 

We believe the following points are relevant about the quarter and our outlook: 

• The company did not have any material mark-to-market gains or losses during the quarter, 
despite the change in accounting methodology.  We believe that this reflects a real effort by 
management to minimize unnecessary complexities and highlights the prevalence of 
regulated assets within its asset portfolio. 

• We note the distribution rate approvals for Fort Erie, Port Colborne and Gananoque.  The 
key metrics in these decisions, 40% deemed equity and a return on equity of 9%, are 
consistent with the new rate-adjustment model as stipulated under the Ontario Energy 
Board’s “Report of the Board on Cost of Capital and Second Generation Incentive 
Regulation”.   

• Utility capital expenditures are expected to be $631 million in 2007, consistent with our 
expectation of a total spend of approximately $710 million.  Management highlighted the 
composition of the capital budget as follows:  32% - directed to ensure continued and 
enhanced performance, reliability and safety of the corporation’s generation transmission 
and distribution assets; 48% - to meet customer growth; and 20% - facilities, equipment, 
vehicles and information technology systems.  Capital investment at FortisAlberta and 
FortisBC is expected to be 66% of gross planned expenditures in 2007 and investment at 
the corporation’s regulated and non-regulated utilities in the Caribbean is expected to 
represent approximately 18% of gross utility expenditures.  These amounts are fully 
reflected in our financial model.  

• We do expect that once closed, the company’s primary focus will be on the integration of 
Terasen Inc. and the resumption of that entities’ role as a core business, with a potential 
focus on renewed avenues for growth.  The execution of two, two-year extensions to the 
incentive rate arrangements at Terasen Gas Inc. and Terasen Gas (Vancouver Island) until 
December 31, 2009 are important in this regard. 

• We continue to believe the company is likely to select real estate and hospitality 
acquisitions in a manner consistent in size and scope with previous announcements – single 
properties or small asset pools acquired from families and/or other private buyers.  
Acquisitions are likely to be consistent with the following strategy:  (i) maintain a portfolio 
that is approximately 10 to 15% of the company’s total assets; (ii) follow the regulated 
utility operations; (iii) acquire mid-market hospitality assets; (iv) focus on smaller centres; 
and (v) enhance corporate tax efficiency.   



BMO Capital Markets Fortis Inc. 
 

Page 3 • May 4, 2007    (Back to Index) 

• Our estimates assume that the planned acquisition of Terasen Inc. closes on June 30, 2007.  
We note that Terasen’s earnings are highly seasonal and while we have attempted to match 
the seasonal profile in our Q3 and Q4 estimates, variances may occur. Fortis’ Q1 and Q2/07 
performance are not expected to reflect this transaction and there may be some per share 
averaging issues due to the large number of shares issued via the subscription receipt to 
finance this transaction.  These issues are largely timing in nature and are largely neutral to 
our outlook. 

Q1/07 performance and annual actual and expected performance by segment are set out in 
Table 1.   

Table 1.  Quarterly and Annual Segment Performance 

Contribution by Segment
2003 2004 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 2007E 2008E

Newfoundland Power 29.5 31.1 29.4 10.7 8.0 2.6 8.8 30.1 10.5 29.8 31.0
Maritime Electric 7.2 8.2 9.1 2.1 2.2 3.1 2.4 9.8 2.6 11.7 12.1

Fortis Ontario 6.5 4.3 2.7 1.0 0.5 1.6 1.0 4.0 1.3 4.3 5.4
FortisAlberta 0.0 18.6 30.3 9.5 11.3 12.3 8.3 41.4 11.9 41.9 42.0

FortisBC 0.0 17.7 24.6 11.8 3.4 5.7 6.4 27.3 11.7 27.1 29.9
Belize Electricity 6.7 7.2 8.1 1.5 2.3 3.8 2.8 10.4 2.7 9.4 10.4

Caribbean Utilities 10.5 0.8 10.3 1.6 2.1 3.2 2.8 9.7 2.0 14.4 15.2
Turks & Caicos 0.0 0.0 0.0 0.0 0.0 0.7 2.8 3.4 1.8 9.4 11.5

Fortis Generation 10.9 12.8 21.6 5.4 6.0 7.8 6.8 26.0 7.3 28.9 28.3
Fortis Properties 11.0 11.8 14.1 1.5 5.0 6.3 2.8 15.6 1.8 18.9 19.8

Terasen Inc. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 43.5 91.0
Corporate (8.6) (23.4) (30.9) (8.5) (6.7) (8.3) (11.0) (34.5) (9.7) (49.9) (54.7)

Earnings Before Non-Recurring items 73.6 89.1 119.3 36.6 34.1 38.7 33.8 143.1 43.9 189.4 241.9
Average Shares 69.2 84.7 101.8 103.3 103.4 103.6 104.0 103.6 109.4 129.0 154.2

Net Earnings to Common (Basic) $1.06 $1.05 $1.17 $0.35 $0.33 $0.37 $0.33 $1.38 $0.40 $1.47 $1.57
Net Earnings to Common (Diluted) $1.03 $0.99 $1.10 $1.33 $1.44 $1.54

(Millions)

 

Source:  BMO Capital Markets 
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Table 2 sets out the production and revenue by geographic area for Fortis’ non-regulated hydro 
electric business.  We have not made any changes to our assumptions in this segment. 

Table 2.  Fortis Generation – Actual Fiscal and Quarterly Performance 

Fortis Generation
2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07

Operating Revenue 57.1 69.2 17.0 19.2 21.7 26.0 83.9 19.3 19.3 19.3 20.2 78.1 21.2

Energy Supply Costs 2.6 5.8 1.9 1.8 0.9 1.6 6.2 1.9 1.4 1.4 1.5 6.2 2.1
Operating Expenses 13.9 16.0 4.8 4.4 2.5 6.1 17.8 4.0 3.9 3.2 4.0 15.1 4.1
Depreciation 7.7 10.3 2.6 2.5 2.6 2.6 10.3 2.7 2.6 2.6 2.6 10.5 2.6
Operating Income 32.9 37.1 7.7 10.5 15.7 15.7 49.6 10.7 11.4 12.1 12.1 46.3 12.4

Interest Expense 13.3 15.4 3.9 4.0 3.5 2.7 14.1 2.7 2.6 2.5 2.3 10.1 2.4
Income Taxes 8.5 6.9 1.4 2.4 4.4 3.5 11.7 2.2 2.3 1.6 1.4 7.5 2.4
Non-controlling Interest 0.3 1.9 0.3 0.9 0.0 1.0 2.2 0.4 0.5 0.2 1.6 2.7 0.3
Net Earnings 10.9 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0 7.8 6.8 26.0 7.3

Energy Sales (GWh) 2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07

Central Newfoundland 17 152 35 48 26 50 159 38 39 32 59 168 34
Ontario 705 721 184 176 166 182 708 187 177 172 186 722 184
Belize 61 63 7 7 18 36 68 27 33 65 53 178 44
British Columbia 0 23 5 11 15 8 39 3 13 9 4 30 3
Upper New York State 87 70 17 16 7 35 75 29 28 10 38 105 26
Total 870 1,029 248 258 232 311 1,049 284 290 288 340 1,203 291

Fortis Generation
2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07

Operating Revenue 65.6 67.3 68.5 74.4 93.5 83.6 80.0 68.0 66.6 66.9 59.3 64.9 72.9

Energy Supply Costs 2.9 5.6 7.7 7.0 3.9 5.1 5.9 6.7 4.8 4.9 4.4 5.2 7.2
Operating Expenses 16.0 15.6 19.4 17.1 10.8 19.6 17.0 14.1 13.4 11.1 11.8 12.6 14.1
Depreciation 8.8 10.0 10.5 9.7 11.2 8.4 9.8 9.5 9.0 9.0 7.6 8.7 8.9
Operating Income 37.9 36.1 31.0 40.7 67.7 50.5 47.3 37.7 39.3 42.0 35.5 38.5 42.6

Interest Expense 15.3 15.0 15.7 15.5 15.1 8.7 13.4 9.5 9.0 8.7 6.8 8.4 8.2
Income Taxes 9.8 6.7 5.6 9.3 19.0 11.3 11.2 7.7 7.9 5.5 4.1 6.2 8.2
Non-controlling Interest 0.3 1.9 1.2 3.5 0.0 3.2 2.1 1.4 1.7 0.7 4.7 2.2 1.0
Net Earnings 12.5 12.4 8.5 12.4 33.6 27.3 20.6 19.0 20.7 27.0 20.0 21.6 25.1

Millions

$/MWh

 

Source:  BMO Capital Markets 

Estimates 

Unchanged.  Our diluted 2007 EPS increases marginally due to rounding and the effect that a 
slightly higher share price has on the diluted EPS calculation. Our diluted 2007E and 2008E 
EPS estimates are $1.44 and $1.54, respectively.   Our outlook fully reflects the successful close 
of the acquisition of Terasen Inc. from Kinder Morgan by June 30, 2007. 

Valuation 

Our target price of $31.00 reflects a weighted approach:  18.0x diluted 2008E EPS of $1.64 
(12.5%), 2.0x 2008E BV of $17.97 (12.5%), and a target yield of 3.00% (75%), assuming 2008 
dividends of $0.92. 

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 3.  Consolidated Summary Sheet 

4-May-07 Karen J. Taylor
Current Price: $27.79 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 14.5% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.47 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.44 $1.54
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.23 $0.20
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.26 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.34 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.39) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 55.9% 58.3%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 129.0 154.2
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.29 17.97

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $27.79 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 18.9 17.7
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.61 1.55
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 2.95% 3.29%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 485.1 755.3
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,775.6 4,722.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.5 2,662.0 2,772.8

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,235.5 9,563.0
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 5.3% 7.9%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 51.7% 49.4%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 5.0%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.4%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.7%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.8% 29.0%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 189.4 241.9

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 499.2 582.0

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.38    20  0.76   2.7     55  12.19   2.3    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.6  10.1  10.2

10 Year:   9.2   5.6   7.0
20 Year:   5.0   4.6   6.1

* Current EPS is the 4 Quarter Trailing to Q4/2006.
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FTS - Rating as of 21-May-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

1.2

1.4
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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Acquisition of Terasen Inc. Closes 
   

Impact  Neutral 
   

Details & Analysis  Fortis Inc. has announced that it has completed the transaction to acquire
all of the shares of Terasen Inc. from Kinder Morgan Inc. for total
consideration of $3.7 billion, including assumed debt.  The announcement
is in line with expectations and the acquisition is fully reflected in our 
outlook for Fortis.  The subscription receipts issued ($1 billion plus $150
million pursuant to an over-alotment option) that closed on March 15, 
2007, have been automatically exchanged for common shares
(approximately 44.269 million common shares).  Each subscription receipt 
holder also receives a cash payment of $0.21 per subscription receipt, an
amount equal to the dividends declared on the common shares of Fortis
since March 15, 2007.  We continue to rate the shares of Fortis Inc. 
Outperform. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    20  0.76   2.7     53  13.08   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  11.5  10.1  11.8

10 Year:   9.6   5.6   7.7
20 Year:   5.2   4.6   6.5

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 4-Jun-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
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Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 7. 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.44  $1.54 
P/E   19.6x 18.3x 
 
CFPS $3.15  $2.70  $3.26  $3.48 
P/CFPS   8.7x 8.1x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,743 $10,669 
EBITDA ($mm) $507 $531 $909 $1,132 
EV/EBITDA 9.2x 10.9x 10.7x 9.4x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.36  $0.32  $0.37 
 
Dividend $0.84 Yield 3.0% 
Book Value $13.08 Price/Book 2.2x 
Shares O/S (mm) 129.0 Mkt. Cap ($mm) $3,643 
Float O/S (mm) 129.0 Float Cap ($mm) $3,643 
Wkly Vol (000s) 1,528 Wkly $ Vol (mm) $40.1 
Net Debt ($mm) $6,098.5 Next Rep. Date 3-Aug (E) 

Newfoundland Power Files 2008 GRA;  
Outperform Rating Unchanged 
 

Event 
On May 10, Newfoundland Power (100% - Fortis Inc.) filed two applications
with the Newfoundland and Labrador Board of Commissioners of Public
Utilities:  (i) 2.9% proposed rate decrease relating to the disposition of the Rate
Stabilization Account, which provides for adjustment to electricity rates each
year on July 1 to reflect the price and amount of oil used by Newfoundland and
Labrador Hydro in the generation of electricity; and (ii) 2008 General Rate 
Application, in which the utility is proposing a 5.3% rate increase, effective
January 1, 2008.  The key highlights of the 2008 GRA are set out herein. 
 
Impact 

Neutral. 
 
Forecasts 
We have updated our outlook for Newfoundland Power to reflect the key 
metrics of the application.  Our diluted 2007 and 2008 EPS estimates for Fortis
Inc. are unchanged at $1.44 and $1.54, respectively. 
 
Valuation 
Our target price of $31.00 reflects a weighed valuation approach:  18.0x diluted
2008E EPS of $1.54 (12.5%), 2.0x 2008E BV of $17.97 (12.5%), and a target
yield of 3.00% (75%), assuming 2008 dividends of $0.92.   
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.43; 2008E: $1.59 
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Details & Analysis 

On May 10, Newfoundland Power (100% - Fortis Inc.) filed two applications with the 
Newfoundland and Labrador Board of Commissioners of Public Utilities:  (i) 2.9% proposed 
rate decrease relating to the disposition of the Rate Stabilization Account, which provides for 
adjustment to electricity rates each year on July 1 to reflect the price and amount of oil used by 
Newfoundland and Labrador Hydro in the generation of electricity; and (ii) 2008 General Rate 
Application, in which the utility is proposing a 5.3% rate increase, effective January 1, 2008.  
The key highlights of the 2008 GRA include: 

• A 5.3% increase in customer rates arising from three changes:  (i) depreciation cost 
recovery accounts for an approximately 1.9% increase in 2008 revenues; (ii) proposed 2008 
return on equity of 10.25% versus the 2007 return for ratemaking purposes of 8.60%, which 
increases the proposed revenue requirement by 1.9%; and (iii) recognition of other 
employee future benefits on an accrual basis, commencing in 2008, increasing revenue by 
1.5%. 

• Capital expenditures are expected to be $52.854 million in 2008 versus $62.851 million in 
2007 and $58.629 million in 2006. 

• In 2008, 45% deemed equity capitalization, consistent with 2007. 

• Common equity return of 10.25% for ratemaking purposes in 2008 versus 8.60% in 2007.  
We have not reflected this metric in our outlook for 2008, as we cannot reasonably 
ascertain whether the arguments presented in the application and the supporting cost of 
capital evidence will be adopted by the Board of Commissioners.  We believe that the 
proposed rate of return of 10.25% to be within the range we have previously indicated is 
likely to meet the Fair Return Standard, given present capital markets and monetary 
conditions.   

• Depreciation expense of $41.002 million. 

• Average rate base at year-end 2008 of $816.6 million versus $789.8 at year-end 2007 and 
$752.9 at year-end 2006. 

• Proposed amortization of the following amounts:  (i) amortize as revenue over five years 
$16.446 million of 2005 unbilled revenue and $4.087 million related to a timing difference 
in receipt and recognition of municipal taxes; (ii) amortize the recovery over a five-year 
period of $12.733 million in costs previously deferred by the Board; (iii) amortize the 
recovery over a five-year period of $6.8 million of the balance of the Weather 
Normalization Reserve Account; (iv) amortize over a five-year period the balance of 
$1.342 million in the Purchased Power Unit Cost Variance Reserve Account; and (v) 
amortize the recovery over a three-year period of an estimated $1.250 million in Board and 
Consumer Advocate costs related to the Application. 
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Estimates 

We have updated our outlook for Newfoundland Power to reflect the key metrics of the 
application.  Our diluted 2007 and 2008 EPS estimates for Fortis Inc. are unchanged at $1.44 
and $1.54, respectively. 

Valuation 

Our target price of $31.00 reflects a weighed valuation approach:  18.0x diluted 2008E EPS of 
$1.54 (12.5%), 2.0x 2008E BV of $17.97 (12.5%), and a target yield of 3.00% (75%), assuming 
2008 dividends of $0.92.   

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 1.  Consolidated Summary Sheet 
17-May-07 Karen J. Taylor
Current Price: $28.10 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 13.2% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.47 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.44 $1.54
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.23 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.26 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.34 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.39) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 55.9% 58.3%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 129.0 154.2
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.29 17.97

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $28.10 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 19.1 17.9
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.63 1.56
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 2.92% 3.26%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 485.1 759.6
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,775.6 4,722.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.5 2,662.0 2,772.9

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,235.5 9,567.4
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 5.3% 7.9%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 51.7% 49.4%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 5.0%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.4%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.7%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.8% 29.0%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 189.4 241.9

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 499.2 580.5

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    20  0.76   2.7     53  13.08   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  11.5  10.1  11.8

10 Year:   9.6   5.6   7.7
20 Year:   5.2   4.6   6.5

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 4-Jun-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

1.2

1.4
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 

 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform  
Stock Price: $28.32 
Target Price: $31.00 
 

Member of: Top 15 Income Stock Selections 

May 30, 2007 
Brief Research Note 
Gas & Electrical 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

18 MW Hydro Electric Facility to Be Constructed 
   

Impact  Neutral 
   

Details & Analysis  Fortis has announced that BECOL, its indirect wholly owned subsidiary,
has received all major approvals for the construction of  a US$52.5
million, 18 MW run-of-the-river hydroelectric generating facility at Vaca, 
on the Macal River in Belize.  The Vaca facility is the final phase of a 
three-phase development on the Macal River and is downstream of the
25MW Mollejon hydroelectric facility and the 7MW Chalillo storage and
hydro facility.  The Vaca facility is expected to be in service in late 2009. 
Our diluted 2007 and 2008 EPS estimates of $1.44 and $1.54,
respectively, are unchanged by this announcement, and we note that we
previously reflected the potential construction of an 18MW plant in our
outlook for 2009, pending the receipt of the requisite approvals.  No 
change in view.  We continue to rate the shares Outperform. 
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Fortis Inc. (FTS)

Last Daily Data Point: May 29, 2007
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    20  0.76   2.7     53  13.08   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  11.5  10.1  11.8

10 Year:   9.6   5.6   7.7
20 Year:   5.2   4.6   6.5

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 17-Jun-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
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Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 7. 
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Price (1-Jun) $28.11 52-Week High $30.00 
Target Price $31.00  52-Week Low $21.16 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.44  $1.55↑
P/E   19.5x 18.1x 
 
CFPS $3.15  $2.70  $3.26  $3.48 
P/CFPS   8.6x 8.1x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,823 $10,769 
EBITDA ($mm) $507 $531 $909 $1,131 
EV/EBITDA 9.2x 10.9x 10.8x 9.5x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.36  $0.32  $0.37 
 
Dividend $0.84 Yield 3.0% 
Book Value $13.08 Price/Book 2.1x 
Shares O/S (mm) 129.0 Mkt. Cap ($mm) $3,626 
Float O/S (mm) 129.0 Float Cap ($mm) $3,626 
Wkly Vol (000s) 1,590 Wkly $ Vol (mm) $42.4 
Net Debt ($mm) $6,098.5 Next Rep. Date 3-Aug (E) 

FortisAlberta Files 2008/09 DTA – Outperform 
Rating Unchanged 
 
Event 
On June 1, FortisAlberta (100% - Fortis Inc.) filed its 2008 and 2009
Distribution Tariff Application (DTA) with Alberta Energy and Utilities Board
(AEUB), seeking approval for an increase in distribution rates of 8.5% and 9.0%
in 2008 and 2009, respectively.  Rate increases are expected in 2008 and 2009
due to increased capital expenditures and the addition of approximately $145
million to 2008 opening rate base as a result of 2006/07 capital expenditures in 
excess of those anticipated under the 2006/07 Negotiated Settlement
Agreement.  This increase in capital spending is primarily related to customer-
driven new connects resulting from higher than forecast growth and
significantly higher labour and materials escalation than originally forecast.  The
key financial metrics from the application are included herein. 
 
Impact 

Neutral. 
 
Forecasts 
We have updated our outlook to reflect FortisAlberta’s 2008/09 DTA.  Our
diluted 2007 EPS estimate of $1.44 is unchanged.  Our diluted 2008 EPS
estimate increases to $1.55 from 1.54. 
 
Valuation 
Our target price reflects a weighted valuation approach:  18x diluted 2008E EPS
of $1.55 (12.5%), 2.0x 2008E BVPS of $17.97 (12.5%), and a target yield of
3.00% (75%), assuming 2008 dividends per share of $0.92. 
 Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.44; 2008E: $1.61 

Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 
 
 

Changes Annual EPS  
 2008E $1.54 to $1.55                
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Details & Analysis 

On June 1, FortisAlberta (100% - Fortis Inc.) filed its 2008 and 2009 Distribution Tariff 
Application (DTA) with Alberta Energy and Utilities Board (AEUB), seeking approval for an 
increase in distribution rates of 8.5% and 9.0% in 2008 and 2009, respectively.  Rate increases 
are expected in 2008 and 2009 due to increased capital expenditures and the addition of 
approximately $145 million to 2008 opening rate base as a result of 2006/07 capital 
expenditures in excess of those expected under the 2006/07 Negotiated Settlement Agreement.  
This increase in capital spending is primarily related to customer-driven new connects resulting 
from higher than forecast growth and significantly higher labour and materials escalation than 
originally forecast.  The key financial metrics of the application include: 

• Mid-year rate base subject to debt and equity return of $799.6 million in 2006 (actual), 
$961.5 million in 2007 (current estimate), and $1,144.4 and $1,373.5 million in 2008 and 
2009, respectively. 

• Deemed equity of 37% in each of 2008 and 2009.  Cost of equity is assumed to 8.51%, the 
return allowed for fiscal 2007, to be subject to true-up in December 2007 and 2008 when 
the AEUB’s Generic Cost of Capital formula is reset for each of 2008 and 2009, 
respectively. 

• Total gross capital expenditures of $256.3 million in 2006 (actual), $285.3 million in 2007 
(current estimate), $305.1 million in 2008 and $315.2 million in 2009.  Expenditures 
relating to customer growth in each year are:  $142.1 million in 2006, $149.3 million in 
2007, $155.3 million in 2008, and $152.3 million in 2009.   

• Total depreciation and amortization costs of $73.6 million in 2006, $81.6 million in 2007, 
$91.9 million in 2008 and $100.6 million in 2009. 

• Total operating expenses of $112.7 million in 2006, $117.5 million in 2007, $126.4 million 
in 2008 and $128.3 million in 2009.  Total operating costs before flow-through items are 
expected to be $97.9 million in 2006 (actual), $100.6 million in 2007 (current estimate), 
$108.8 million in 2008 and $109.6 million in 2009. 

• Economic growth during the 2006 to 2009 period (Alberta GDP growth) is expected to be 
as follows: 6.8% in 2006, 3.8% in 2007, 3.7% in 2008 and 3.2% in 2009.  In 2006, 
FortisAlberta delivered energy in the amount of 14,917 GWh to an average of 422,000 
distribution connected customers.  Energy delivery in 2007 is forecast to grow to 15,455 
GWh, to an average of over 437,000 distribution connected customers.  Delivery volumes 
in 2008 and 2009 are expected to increase to 15,974 GWh and 16,344 GWh, respectively, 
and distribution connected customers are expected to be 450,700 and 463,600 in 2008 and 
2009, respectively. 
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Estimates 

We have updated our outlook to reflect FortisAlberta’s 2008/09 DTA.  Our diluted 2007 EPS 
estimate of $1.44 is unchanged.  Our diluted 2008 EPS estimate increases to $1.55 from 1.54. 

Valuation 

Our target price reflects a weighted valuation approach:  18x diluted 2008E EPS of $1.55 
(12.5%), 2.0x 2008E BVPS of $17.97 (12.5%), and a target yield of 3.00% (75%), assuming 
2008 dividends per share of $0.92. 

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 1.  Consolidated Summary Sheet 

4-Jun-07 Karen J. Taylor
Current Price: $27.82 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 14.4% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.47 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.44 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.23 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.26 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.34 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.39) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 55.9% 58.3%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 129.0 154.2
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.29 17.97

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $27.82 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 19.0 17.7
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.61 1.55
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 2.95% 3.

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 492.2 866.9
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,775.6 4,722.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2

29%

624.6 1,000.1 1,213.4 1,268.5 2,662.0 2,773.1
1,731.2 2,251.3 3,534.0 3,995.3 5,117.7 9,242.6 9,674.8

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 5.3% 9.0%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 51.7% 48.8%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.9%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.6%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.8% 28.7%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 189.4 242.1

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 502.3 580.0

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    20  0.84   3.0     58  13.08   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  11.5  11.4  11.8

10 Year:   9.6   6.7   7.7
20 Year:   5.2   5.1   6.5

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 22-Jun-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

1.0

1.5

 



BMO Capital Markets Fortis Inc. 
 

 

 Page 6 • June 4, 2007      

 
Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 

 
 

 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.44  $1.55 
P/E   19.2x 17.8x 
 
CFPS $3.15  $2.70  $3.26  $3.48 
P/CFPS   8.5x 7.9x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,672 $10,688 
EBITDA ($mm) $507 $531 $914 $1,139 
EV/EBITDA 9.2x 10.9x 10.6x 9.4x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.36  $0.32  $0.37 
 
Dividend $0.84 Yield 3.0% 
Book Value $12.19 Price/Book 2.3x 
Shares O/S (mm) 129.0 Mkt. Cap ($mm) $3,560 
Float O/S (mm) 129.0 Float Cap ($mm) $3,560 
Wkly Vol (000s) 1,590 Wkly $ Vol (mm) $42.4 
Net Debt ($mm) $6,105.5 Next Rep. Date 3-Aug (E) 

Terasen Gas Files Gas Storage Application; 
Outperform Rating Unchanged 
 

Event 
On June 5, Terasen Gas (Vancouver Island) Inc. (TGVI, 100% - Fortis Inc.) 
filed an application with the British Columbia Utilities Commission (BCUC) for 
a Certificate of Public Convenience and Necessity (CPCN) to build the Mt.
Hayes liquefied natural gas (LNG) storage facility on Vancouver Island and the
facilities to connect the LNG Storage Facility to TGVI’s natural gas
transmission system and associated upgrades.  The proposed facilities are 
expected to cost between $175 million and $200 million and have a planned in-
service date of November 1, 2011.  
 
Impact 

Potentially positive.  
 
Forecasts 
Unchanged.  We have not updated our estimates for this project, pending the
receipt of regulatory approval.  As set out herein, similar facilities were
approved on a conditional basis by the Commission in February 2005.  The 
approval conditions were subsequently not met and construction of the facility
did not proceed by December 31, 2005.  
 
Valuation 
Our target price of $31.00 reflects a weighted valuation approach:  18.0x diluted 
2008E EPs of $1.55 (12.5%), 2.0x 2008E BVPS of $17.97 (12.5%), and a target
yield of 3.00% (75%), assuming 2008 dividends per share of $0.92.  
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform.  

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.44; 2008E: $1.57 
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Details & Analysis 

On June 5, Terasen Gas (Vancouver Island) Inc. (TGVI, 100% - Fortis Inc.) filed an application 
with the British Columbia Utilities Commission (BCUC) for a Certificate of Public 
Convenience and Necessity (CPCN) to build the Mt. Hayes liquefied natural gas (LNG) storage 
facility on Vancouver Island and the facilities to connect the LNG Storage Facility to TGVI’s 
natural gas transmission system and associated upgrades.  The proposed facilities are expected 
to cost between $175 million and $200 million and have a planned in-service date of November 
1, 2011. 

The applied for facilities include: 

• LNG storage facility consisting of a 1.5 Bcf storage tank and ancillary facilities including 
liquefaction and vaporization components, and substation and 5 km power line from the BC 
Hydro transmission system to provide the required electrical supply to the site; 

• The liquefaction Rate will be 7.5 mmcf/d and the facility will have a maximum send-out 
rate of 150 mmcf/d.  It will be designed of liquefaction to fill the tank if completely utilized 
in any one season and the ability to send-out at daily rates up to 10% of the storage 
capacity.   

• A block of property at the proposed Mt. Hayes Project site has been optioned by TGVI for 
purchase from the owner.  The 42 hectare section of the property was rezoned by the 
Cowichan Valley Regional District in 2004 to allow construction and operation of an LNG 
facility with up to two 1.5 Bcf storage tanks.  An additional 20 hectares to the east of the 
rezone area will likely be retained in order to maintain control over the CSA code required 
buffer zone.   

• Pipeline laterals connecting the TGVI transmission pipeline to the Mt. Hayes LNG Storage 
Facility and a measurement/odourization station adjacent to the LNG Storage Facility.   

• Transmission system modifications in order to allow bi-directional flow.  In most instances, 
gas nominated by Terasen Gas Inc. (TGI) under the proposed Storage and Delivery 
Services Agreement will be redelivered to Terasen Gas Inc.’s system through displacement.  
However, under certain demand conditions, there may be a requirement to physically flow 
gas sent out from the LNG Storage Facility to the interconnection between the TGVI and 
Terasen Gas Inc. systems at the Coquitlam compressor station.  This requirement was not 
contemplated in the previous facilities application.  Planned transmission modifications 
include:  (i) replacement of check valves on each side of the two main marine crossings to 
allow for bi-directional flow; (ii) modification of the Texada Compressor Station including 
the installation of a second set of side valves and associated piping and control system 
changes; and (iii) the TGI/TGVI custody transfer station will be modified to include flow 
measurement, pressure control and overpressure protection. 

• A return on equity that is a 50-basis-point premium to the return allowed by the BCUC for 
TGVI, which is presently 9.07% for 2007 (a 70-basis-point premium to the benchmark 
return of 8.37% in 2007) or 9.57%.  TGVI’s deemed equity is currently 40%. 
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Pre-construction development costs are expected to be $1.9 million to December 31, 2007.   

This is not a new project or business development concept for TGVI.  The TGVI has been 
investigating the potential to locate an LNG peak shaving facility on Vancouver Island since 
2003.  The project was proposed as an alternative to the Georgia Strait Crossing pipeline 
proposed by BC Hydro and Williams Cos. to deliver natural gas to Vancouver Island to serve 
both the existing Island Cogeneration Project (previously 70% - Calpine Power Income Fund) 
and the proposed Vancouver Island Generation Project being advanced by BC Hydro at Duke 
Point.  The development of new gas-fired generation on Vancouver Island over this period has a 
tortuous history, with the net result that TGVI filed for a CPCN for the LNG storage facility to 
meet a November 2007 in-service date.  In February 2005, the BCUC conditionally approved 
the project, subject to the following: 

• A maximum engineering, procurement and construction price for facility construction; 

• An agreement for storage serviced provided to Terasen Gas Inc.; 

• A long-term firm transportation service agreement with BC Hydro for existing and 
proposed gas-fired power generation facilities; and 

• The commencement of construction by December 31, 2005. 

The current application is based on the conclusions of the 2006 Resource Plan filed by TGVI 
and TGI with the BCUC, which provided an assessment of the benefits of developing an LNG 
storage facility on Vancouver Island based on facility sizes ranging from 0.5 to 1.5 Bcf of LNG 
storage and assume a 2011 in-service date.  The assessment concluded that the development of 
a storage facility was in the best interest of TGVI’s customers across a broad range of customer 
demand.  It also concluded that economies of scale could be realized through the construction 
of a large facility, thereby allowing TGVI to offer competitive storage services to TGI and 
reduce the cost impact to its own customers. 

We believe that the issue of project need is likely to be a dominant factor in the consideration of 
the project by the regulator.  The scale, scope and cost of the facilities are also likely to be 
material issues. 

The project development schedule filed with the Commission anticipates regulatory approval by 
year-end 2007. 

Estimates 

Unchanged.  We have not updated our estimates for this project, pending the receipt of 
regulatory approval.  If we assume that the project is approved by the BCUC with an in-service 
date of November 1, 2011, we estimate the potential earnings contribution from the project to 
be approximately $7.5 million on a full-year basis in 2012 or approximately $0.04 per share 
(diluted). 
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Valuation 

Our target price of $31.00 reflects a weighted valuation approach:  18.0x diluted 2008E EPs of 
$1.55 (12.5%), 2.0x 2008E BVPS of $17.97 (12.5%), and a target yield of 3.00% (75%), 
assuming 2008 dividends per share of $0.92.   

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 1.  Consolidated Summary Sheet 

6-Jun-07 Karen J. Taylor
Current Price: $27.34 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 16.4% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.47 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.44 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.23 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.26 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.34 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.39) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 55.9% 58.2%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 129.0 154.2
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.29 17.97

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $27.34 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 18.6 17.4
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.58 1.52
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.00% 3.35%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 432.2 805.0
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,835.6 4,783.7

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.5 2,662.1 2,773.4

1,731.2 2,251.3 3,534.0 3,995.3 5,117.7 9,242.6 9,674.8
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 4.7% 8.3%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 52.3% 49.4%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.9%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.6%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.8% 28.7%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 189.4 242.4

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 502.4 580.2

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    20  0.84   3.0     58  13.08   2.2    11

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  11.5  11.4  11.8

10 Year:   9.6   6.7   7.7
20 Year:   5.2   5.1   6.5

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 24-Jun-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 39% 41% 45% 
Hold Market Perform 52% 52% 47% 
Sell Underperform 9% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
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** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not 
registered/qualified as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's 
Certification, please refer to page 2. 
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Standard & Poor’s Upgrades and Changes Basis for Ratings on Fortis Inc. 
  

 

Impact  Positive.  
  

 

Details & Analysis  Standard & Poor’s today upgraded its corporate credit rating on Fortis Inc. 
one notch to A- from BBB+ and assigned a Stable outlook. The ratings 
were also removed from CreditWatch with Positive Implications, where 
they were placed on February 26, 2007, on the announcement that the 
company was to acquire Terasen Inc. and its gas utility Terasen Gas Inc. 
Of greater significance is that the agency upgraded its senior unsecured 
debt rating two notches to A- from BBB. The rating on the senior 
unsecured debt had previously been rated a notch below the company’s 
corporate credit rating to reflect its structurally subordinated position.
Standard & Poor’s decision to depart from its previous treatment of the
senior unsecured debt and equalize the senior unsecured debt rating with
the corporate credit rating reflects the increasing diversification of the
company and the financial separation among its investments. The
departure is not surprising and is line with our expectations, as outlined in 
our Weekly Credit Edge article, “Potential Rating Upgrade for Fortis, 
Terasen Inc. and Terasen Gas Inc. - but Wait There's More ...” published 
on March 19, 2007. 
The agency has advised the rating upgrade of Fortis reflects:  

• the improved diversity resulting from the recent acquisition of 
Terasen Inc.; 

• the operation of each regulated subsidiary as a separate stand-
alone entity with debt non-recourse to Fortis Inc.; 

• management's commitment to maintaining low levels of debt at
the Fortis Inc. holding company level; 

• management's continuing focus on pursuing acquisitions in stable, 
regulated utilities; and  

• the success of key subsidiaries FortisBC and Fortis Alberta in 
executing their capital expansions.  

 
 

 

Fortis Senior 
Unsecured 
Debt Ratings 

 DBRS S&P Moody’s 
BBB (high) A- Not Rated 
Stable Stable  
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Analyst’s Certification 

I, Laurie Conheady, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this report. 
 
General Disclosure 

The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Dissemination of Research 

Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 

TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation, and non-utility property activities. 
Electric power operations include: Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
FortisOntario (100%, Fort Erie, Ontario), Belize Electricity 
(68%, Belize), Caribbean Utilities (54%, Grand Cayman 
Island), Turks and Caicos (100%, Turks and Caicos), 

FortisAlberta (100%, Alberta) and FortisBC (100%, British 
Columbia). Website: fortisinc.com 
Recent Results – Q1/07 EPS were $0.38.  After adjusting 
for a $2.4 million after-tax impairment charge incurred by 
Caribbean Utilities in that company’s Q3/07 (period ending 
January 31, 2007), Q1/07 EPS were $0.40, slightly higher 
than our expectation of $0.39 per share.  Strong quarter over 
quarter performance was observed in all key business 
segments, notably Fortis Generation (non-regulated 

           (FY-Dec.) 2005A 2006A 2007E 2008E
 

Price (7-Jun) $26.60 52-Week High $30.00 EPS  $1.10 $1.33 $1.44 $1.55 
Target Price $31.00 52-Week Low $21.16 P/E   18.5x 17.2x 
 

Dividend $0.84 Book Value $12.19 CFPS  $3.15 $2.70 $3.89 $3.76 
Yield 3.2% Price/Book 2.2x P/CFPS   6.8x 7.1x 
 

Shares O/S (mm) 129.0 Mkt. Cap ($mm) $3,431 Div.  $0.61 $0.67 $0.82 $0.92 
Float O/S (mm) 129.0 Float Cap ($mm) $3,431 EV ($mm) $4,667 $5,758 $9,538 $10,527 
Wkly Vol (000s) 1,590 Wkly $ Vol (mm) $44.2 EBITDA ($mm) $507 $531 $914 $1,139 
Net Debt ($mm) $6,106 Next Rep. Date 3-Aug  (E) EV/EBITDA  9.2x 10.9x 10.4x 9.2x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 9.8% 11.3% 7.1% 8.7% 
2005A $0.32  $0.28  $0.33  $0.24 Book Value ($) $11.76  $12.19  $17.29  $17.97  
2006A $0.35  $0.33  $0.37  $0.33 D/Tot. Cap. (%) 63.8% 63.4% 64.6% 65.1% 
2007E $0.40 a $0.36  $0.32  $0.37 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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hydroelectric generation), largely due to increased 
hydroelectric production in Belize and higher average 
wholesale energy prices in Ontario. 
Corporate Developments – On May 30, Fortis announced 
that BECOL (100% - Fortis Inc.) has received all major 
approvals for the construction of a US$52.5 million, 18 MW 
run-of-the-river hydroelectric generating facility at Vaca, on 
the Macal River in Belize.  The Vaca facility is the final 
phase of a three-phase development on the Macal River and 
is downstream of the 25 MW Mollejon hydroelectric facility 
and the 7 MW Chalillo storage and hydro facility.  The Vaca 
plant is expected to be in service in late 2009. 
On May 17, Fortis announced that it has completed the 
previously announced transaction to acquire all of the shares 
of Terasen Inc. from Kinder Morgan Inc. for total 
consideration of $3.7 billion, including assumed debt.   

On May 10, Newfoundland Power filed two applications 
with the Newfoundland and Labrador Board of 
Commissioners of Public Utilities:  (i) 2.9% proposed rate 
decrease relating to the disposition of the Rate Stabilization 
Account; and (ii) 2008 General Rate Application, in which 
the utility is proposing a 5.3% rate increase, effective 
January 1, 2008. 
Forecasts – Diluted 2007E and 2008E EPS of $1.44 and 
$1.55 fully reflect the Vaca facility and the Terasen 
purchase. 
Valuation – Our target price reflects a weighted valuation 
approach:  18.0x diluted 2008E EPS of $1.55 (12.5%), 2.0x 
2008E BVPS of $17.97 (12.5%), and a target yield of 3.00% 
(75%), assuming 2008 dividends per share of $0.92. 
Recommendation – We believe that the shares are 
attractively valued at current levels.  Our rating is 
Outperform. Member of Top 15 Income stock selections. 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates 
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain 
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    20  0.84   3.0     58  12.19   2.3    12

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  11.5  11.4  10.2

10 Year:   9.6   6.7   7.0
20 Year:   5.2   5.1   6.1

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 5-Jul-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital 
Markets Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or 
provide other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell 
securities of issuers discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that 
we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not  an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates 
who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 38% 47%  47% 
Hold Market Perform 52% 45%  46% 
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Sell Underperform 10% 8%  7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Delta Regina to Be Acquired;  Price (20-Jul) $27.10 52-Week High $30.00 

Target Price $31.00  52-Week Low $22.15 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.44  $1.55 
P/E   18.8x 17.5x 
 
CFPS $3.15  $2.70  $3.89  $3.76 
P/CFPS   7.0x 7.2x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,619 $10,614 
EBITDA ($mm) $507 $531 $907 $1,130 
EV/EBITDA 9.2x 10.9x 10.6x 9.4x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.36  $0.32  $0.37 
 
Dividend $0.84 Yield 3.1% 
Book Value $12.19 Price/Book 2.2x 
Shares O/S (mm) 129.0 Mkt. Cap ($mm) $3,496 
Float O/S (mm) 129.0 Float Cap ($mm) $3,496 
Wkly Vol (000s) 1,768 Wkly $ Vol (mm) $47.6 
Net Debt ($mm) $6,155.4 Next Rep. Date 3-Aug (E) 

Outperform Rating Unchanged 
 
Event 
Fortis Properties Corporation (100% - Fortis Inc.) has announced that it has
entered into an agreement to purchase the Delta Regina in Regina,
Saskatchewan, for $49.95 million.  We believe that the transaction is about 9.5x 
trailing 12-month EBITDA and reflects a cap rate of approximately 9x, slightly 
lower than the hotel properties acquired in Alberta and British Columbia in
2006 (see our October 20, 2006, comment for additional information).  The 
transaction is expected to close in Q3 2007. 
 
Impact 
Neutral.  The acquisition is consistent with Fortis’ stated strategy for its property
division: (i) maintain a portfolio that is 10% to 15% of total assets; (ii) “follow”
the regulated utility operations; (iii) acquire mid-market hospitality assets; (iv)
focus on smaller centres; and (iv) enhance corporate tax efficiency. 
 
Forecasts 
No change.  Our current estimates reflect an earnings growth rate of
approximately 5% over the 2007 to 2010 period for the Fortis Properties 
Segment, which includes asset acquisitions in both 2007 and 2009, each
totalling some $50 million.  We continue to assume each acquisition is debt-
financed.  We do not assume a further equity issue until mid-2009.  We note,
however, that higher than forecast utility rate base growth could accelerate the
requirement for additional common equity.  We currently estimate total
consolidated 2007 capital expenditures are assumed to be $775 million and
approximately $675 million in 2008.   
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Valuation Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.44; 2008E: $1.61 Our target price of $31.00 reflects a weighted valuation approach:  18.0x diluted 

2008E EPS of $1.55 (12.5%), 2.0x 2008E BV per share of $17.97 (12.5%), and
a target yield of 3.00% (75%), assuming 2008 dividends per share of $0.92. 
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our
Outperform rating is unchanged. 
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Table 1.  Consolidated Summary Sheet 

23-Jul-07 Karen J. Taylor
Current Price: $26.70 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 19.2% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.47 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.44 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.23 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.26 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.34 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.39) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 55.8% 58.1%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 129.0 154.2
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.29 17.97

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $26.70 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 18.2 17.0
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.54 1.49
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.07% 3.43%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 354.5 759.6
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,963.2 4,879.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.5 2,662.1 2,773.7

1,731.2 2,251.3 3,534.0 3,995.3 5,117.7 9,292.5 9,725.3
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 3.8% 7.8%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 53.4% 50.2%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.9%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.6%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.6% 28.5%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 189.5 242.6

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 502.4 580.5

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    18  0.84   3.2     58  12.19   2.1    12

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.5  11.4  10.2

10 Year:  10.2   6.7   7.0
20 Year:   5.2   5.1   6.1

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 10-Aug-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 47% 
Hold Market Perform 52% 45% 46% 
Sell Underperform 10% 8% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 
 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform  
Stock Price: $27.10 
Target Price: $31.00 
 

Member of: Top 15 Income Stock Selections 

July 23, 2007 
Brief Research Note 
Gas & Electric 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

Delta Regina Acquired 
   

Impact  Neutral 
   

Details & Analysis  Fortis Properties Corporation (100% - Fortis Inc.) has announced that it 
has entered into an agreement to purchase Delta Regina in Regina,
Saskatchewan for $49.95 million.  The transaction is expected to close in 
Q3/07 and is also expected to be immediately accretive to consolidated
corporate earnings.  We are currently following-up with management; 
however, the planned acquisition is consistent with Fortis’ stated strategy 
for its properties division:  (i) maintain a portfolio that is approximately 
10-15% of the company’s total assets; (ii) “follow” the regulated utility
operations; (iii) acquire mid-market hospitality assets; (iv) focus on 
smaller centres; and (v) enhance corporate tax efficiency.  We believe the 
acquisition is likely to be debt financed; we do not expect a further equity
issue until 2009, barring an additional utility acquisition. We continue to
rate the shares Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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Last Daily Data Point: July 20, 2007

5

10

15

20

25

30

5

10

15

20

25

30
Quarterly Price

1980 1985 1990 1995 2000 2005
50

100

150

200

50

100

150

200

FTS Relative to S&P/TSX Comp.
FTS Relative to Electric Utilities

10

15

0

2

4

Revenue / Share 
 Price / Revenue 

1985 1990 1995 2000 2005

1

2

0

20

40

EPS (4 Qtr Trailing)
 Price / Earnings 

 

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    18  0.84   3.2     58  12.19   2.1    12

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.5  11.4  10.2

10 Year:  10.2   6.7   7.0
20 Year:   5.2   5.1   6.1

* Current EPS is the 4 Quarter Trailing to Q1/2007.

10

15

20

25

30

35

10

15

20

25

30

35

1) OP

2) Mkt
3) OP

4) Mkt
5) OP

6) Mkt

7) OP
8) Mkt9) OP

10) Mkt
11) NR

12) OP

Target Price
 Share Price

2005 2006 2007
90

100

110

120

130

90

100

110

120

130

FTS Relative to S&P/TSX Comp.
FTS Relative to Electric Utilities

1.0

1.2

1.4

1.0

1.2

1.4

 BMO  2007FY EPS ( Jun 07 =  1.44 )
 IBES 2007FY Cons.EPS ( Jun 07 =  1.45 )

2005 2006 2007
1.0

1.5

1.0

1.5

 BMO 2008FY EPS ( Jun 07 =  1.55 )
 IBES 2008FY Cons.EPS ( Jun 07 =  1.60 )

 

FTS - Rating as of 10-Aug-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 47% 
Hold Market Perform 52% 45% 46% 
Sell Underperform 10% 8% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Q2/07 EPS Largely in Line 
   

Impact  Neutral 
   

Details & Analysis  Fortis Inc. reported Q2/07 earnings of $41.5 million versus our expectation
of $39.8 million.  On a per share basis, results were $0.31 versus our 
expectation of $0.30 per share and higher than the mean estimate of $0.29
per share.  Q2/07 results were largely in line with expectations.  The quarter
included a $1.6 million contribution from the acquisition of Terasen Inc.,
which closed on May 17.  The variance between expected and actual 
performance appears to be attributable to:  (i) moderately better than
expected performance at FortisAlberta and FortisBC due to higher than
expected customer growth and capital expenditures; offset by: (ii) reduction 
in the contribution from Fortis Generation due to lower Q2/07 hydrology
versus Q2/06 in Belize, central Newfoundland and Upper New York State.
We continue to review the release. No change in view.  We rate the shares
of Fortis Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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Fortis Inc. (FTS)

Last Daily Data Point: August 2, 2007
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    18  0.84   3.2     58  12.19   2.2    12

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.5  11.4  10.2

10 Year:  10.2   6.7   7.0
20 Year:   5.2   5.1   6.1

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 23-Aug-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 47% 
Hold Market Perform 52% 45% 46% 
Sell Underperform 10% 8% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 
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(FTS-TSX) 
 
Stock Rating: Outperform  
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Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 
Price (2-Aug) $26.07 52-Week High $30.00 
Target Price $31.00  52-Week Low $22.42 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.44  $1.55 
P/E   18.1x 16.8x 
 
CFPS $3.15  $2.70  $3.89  $3.76 
P/CFPS   6.7x 6.9x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,552 $10,534 
EBITDA ($mm) $507 $531 $907 $1,130 
EV/EBITDA 9.2x 10.9x 10.5x 9.3x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.28↓ $0.40↑
 
Dividend $0.84 Yield 3.2% 
Book Value $16.54 Price/Book 1.6x 
Shares O/S (mm) 154.0 Mkt. Cap ($mm) $4,016 
Float O/S (mm) 154.0 Float Cap ($mm) $4,016 
Wkly Vol (000s) 1,802 Wkly $ Vol (mm) $48.5 
Net Debt ($mm) $6,155.4 Next Rep. Date 2-Nov (E) 

Q2/07 EPS in Line; Outperform Rating Maintained 
 
Event 
Fortis reported Q2/07 earnings of $41.5 million versus our expectation of $39.8 
million. On a per-share basis, results were $0.31 per share versus our
expectation of $0.30 per share and the mean estimate of $0.29 per share. Results 
were largely in line with expectations. The quarter included a $1.6 million
contribution from Terasen Inc., which closed on May 17, 2007.  The variance 
between expected and actual performance is largely attributable to: (i) higher 
contribution from FortisAlberta and FortisBC due to income tax recoveries at
FortisAlberta, and higher than expected customer growth and capital
expenditures at both utilities YTD; partially offset by: (ii) reduction in the
contribution from Fortis Generation due to lower Q2/07 hydrology versus Q2/06
in Belize, central Newfoundland and Upper New York State. 
 
Impact 

Neutral.  
 
Forecasts 
Unchanged. We have refined our quarterly EPS profile to reflect the seasonality
expected in Q3/07 deriving from Terasen Inc., which tends to report higher EPS 
in Q1 and Q4 due to the winter peaking characteristics of natural gas
consumption in its service areas.  
 
Valuation 
Our target price of $31 reflects a weighted valuation approach; 18.0x diluted
2008E EPS of $1.55 (12.5%), 2.0x 2008E BVPS of $17.97 (12.5%), and a target
yield of 3.00% (75%), assuming 2008 dividends per share of $0.92. 
 Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.43; 2008E: $1.61 

Recommendation 
We believe that the shares are attractively valued at current levels. Our rating is 
Outperform. 
 
 

Changes   Quarterly EPS 
             Q3/07E $0.32 to $0.28    
             Q4/07E $0.37 to $0.40  



BMO Capital Markets Fortis Inc. 
 

Page 2 • August 3, 2007    (Back to Index)  

Details & Analysis 

Fortis reported Q2/07 earnings of $41.5 million versus our expectation of $39.8 million.  On a 
per-share basis, results were $0.31 per share versus our expectation of $0.30 per share and the 
mean estimate of $0.29 per share. Q2/07 results were largely in line with expectations.  The 
quarter included a $1.6 million contribution from Terasen Inc., which closed on May 17, 2007. 
The variance between expected and actual performance is largely attributable to: (i) higher 
contribution from FortisAlberta and FortisBC due to income tax recoveries at FortisAlberta, and 
higher than expected customer growth and capital expenditures at both utilities year-to-date; 
partially offset by: (ii) reduction in the contribution from Fortis Generation due to lower Q2/07 
hydrology versus Q2/06 in Belize, central Newfoundland and Upper New York State. 

We believe that the following points are relevant about the quarter and our outlook: 

• There were no material one-time items or adjustments in the quarter and no material mark-
to-market gains or losses that affected net income. 

• The rate applications discussed for FortisAlberta and Newfoundland Power are fully 
reflected in our outlook, as per our comments dated June 4, 2007 and May 18, 2007, 
respectively.  The June 29, 2007, Capital Budget application filed by Newfoundland Power 
requesting approval for a 2008 capital budget of $50.8 million is also reflected in our 
outlook.  The application contains a five-year capital plan for the utility which stipulates 
$288 million in capital expenditures for plant and equipment over the 2008 to 2012 period, 
including amounts for the refurbishment of the Rattling Brook Dam, which is expected to 
total $18 million and result in the production of additional energy and displace the 
consumption of 10,500 barrels of oil per year.  The capital plan set out is as follows:  2008 - 
$53.429 million; 2009 - $58.605 million; 2010 - $58.049 million; 2011 - $58.181 million; 
and 2012 - $59.291 million.  These amounts are reflected in our estimates profile for 
Newfoundland Power.  The approved capital budget for 2007 is $62.851 million.  Actual 
year-to-date spending highlighted in the application was $66.032 million, with 
approximately $1.8 million of the $3.181 million expected to be recovered via 
contributions in aid of construction. 

• The June application filed by Maritime Electric with the Island Regulatory and Appeals 
Commission in P.E.I. for its 2008 capital budget of $18.6 million is not yet available.  We 
currently assume that 2008 capital expenditures at Maritime Electric are approximately 
$20.3 million. 

• On August 2, the company closed the acquisition of the Delta Regina and the associated 
Saskatchewan Trade and Convention Centre for $49.95 million.  This acquisition is fully 
reflected in our outlook for Fortis. 

• The June 26, 2007, decision of the Belize Public Utilities Commission (PUC) is not 
expected to have a material effect on the consolidated outlook for Fortis Inc. and we expect 
Belize Electricity Ltd. (BEL, 70.1% - Fortis Inc.) to appeal to the PUC to reconsider its 
final order.  The most material part of the decision is the order by the PUC for a reduction 
in the forecast cost of power for 2007 and 2008 by BZ$1.28 million and BZ$1.142 million, 
respectively, and BZ$1.77 million for the annual tariff period 2007/08, due to the 
disallowance of the full CFE cost of power under an August 2006 contract versus a March 
Offer. 

• Planned capital expenditures are expected to be approximately $775 million in 2007 and 
$665 million in 2008.  
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Q2/07 performance and annual actual and expected performance by segment are set out in 
Table 1. 

Table 1.  Quarterly and Annual Segment Performance 

Contribution by Segment
2003 2004 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 2007E 2008E

Newfoundland Power 29.5 31.1 29.4 10.7 8.0 2.6 8.8 30.1 10.5 8.0 29.8 31.6
Maritime Electric 7.2 8.2 9.1 2.1 2.2 3.1 2.4 9.8 2.6 2.8 11.7 12.1

Fortis Ontario 6.5 4.3 2.7 1.0 0.5 1.6 1.0 4.0 1.3 1.2 4.3 5.1
FortisAlberta 0.0 18.6 30.3 9.5 11.3 12.3 8.3 41.4 11.9 15.5 41.9 42.2

FortisBC 0.0 17.7 24.6 11.8 3.4 5.7 6.4 27.3 11.7 6.5 27.1 29.9
Belize Electricity 6.7 7.2 8.1 1.5 2.3 3.8 2.8 10.4 2.7 2.9 10.0 10.9

Caribbean Utilities 10.5 0.8 10.3 1.6 2.1 3.2 2.8 9.7 2.0 2.3 13.9 15.0
Turks & Caicos 0.0 0.0 0.0 0.0 0.0 0.7 2.8 3.4 1.8 2.4 9.4 11.5

Fortis Generation 10.9 12.8 21.6 5.4 6.0 7.8 6.8 26.0 7.3 4.9 28.9 28.3
Fortis Properties 11.0 11.8 14.1 1.5 5.0 6.3 2.8 15.6 1.8 6.0 18.9 20.0

Terasen Inc. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.6 43.5 91.0
Corporate (8.6) (23.4) (30.9) (8.5) (6.7) (8.3) (11.0) (34.5) (9.7) (12.6) (49.9) (54.9)

Earnings Before Non-Recurring items 73.6 89.1 119.3 36.6 34.1 38.7 33.8 143.1 43.9 41.5 189.5 242.6
Average Shares 69.2 84.7 101.8 103.3 103.4 103.6 104.0 103.6 109.4 131.1 129.0 154.2

Net Earnings to Common (Basic) $1.06 $1.05 $1.17 $0.35 $0.33 $0.37 $0.33 $1.38 $0.40 $0.31 $1.47 $1.57
Net Earnings to Common (Diluted) $1.03 $0.99 $1.10 $1.33 $1.44 $1.55

(Millions)

 

Source:  BMO Capital Markets 

Table 2 sets out the production and revenue by geographic area for Fortis’ non-regulated hydro 
electric business.  We have not made any changes to our assumptions in this segment. 

Table 2.  Fortis Generation – Actual Fiscal and Quarterly Performance 

Fortis Generation
2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07

Operating Revenue 57.1 69.2 17.0 19.2 21.7 26.0 83.9 19.3 19.3 19.3 20.2 78.1 21.2 17.6

Energy Supply Costs 2.6 5.8 1.9 1.8 0.9 1.6 6.2 1.9 1.4 1.4 1.5 6.2 2.1 1.7
Operating Expenses 13.9 16.0 4.8 4.4 2.5 6.1 17.8 4.0 3.9 3.2 4.0 15.1 4.1 3.5
Depreciation 7.7 10.3 2.6 2.5 2.6 2.6 10.3 2.7 2.6 2.6 2.6 10.5 2.6 2.8
Operating Income 32.9 37.1 7.7 10.5 15.7 15.7 49.6 10.7 11.4 12.1 12.1 46.3 12.4 9.6

Interest Expense 13.3 15.4 3.9 4.0 3.5 2.7 14.1 2.7 2.6 2.5 2.3 10.1 2.4 2.4
Income Taxes 8.5 6.9 1.4 2.4 4.4 3.5 11.7 2.2 2.3 1.6 1.4 7.5 2.4 2.1
Non-controlling Interest 0.3 1.9 0.3 0.9 0.0 1.0 2.2 0.4 0.5 0.2 1.6 2.7 0.3 0.2
Net Earnings 10.9 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0 7.8 6.8 26.0 7.3 4.9

Energy Sales (GWh) 2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07

Central Newfoundland 17 152 35 48 26 50 159 38 39 32 59 168 34 32
Ontario 705 721 184 176 166 182 708 187 177 172 186 722 184 177
Belize 61 63 7 7 18 36 68 27 33 65 53 178 44 2
British Columbia 0 23 5 11 15 8 39 3 13 9 4 30 3 16
Upper New York State 87 70 17 16 7 35 75 29 28 10 38 105 26 23
Total 870 1,029 248 258 232 311 1,049 284 290 288 340 1,203 291 274

Fortis Generation
2003 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07

Operating Revenue 65.6 67.3 68.5 74.4 93.5 83.6 80.0 68.0 66.6 66.9 59.3 64.9 72.9 64.2

Energy Supply Costs 2.9 5.6 7.7 7.0 3.9 5.1 5.9 6.7 4.8 4.9 4.4 5.2 7.2 6.2
Operating Expenses 16.0 15.6 19.4 17.1 10.8 19.6 17.0 14.1 13.4 11.1 11.8 12.6 14.1 12.8
Depreciation 8.8 10.0 10.5 9.7 11.2 8.4 9.8 9.5 9.0 9.0 7.6 8.7 8.9 10.2
Operating Income 37.9 36.1 31.0 40.7 67.7 50.5 47.3 37.7 39.3 42.0 35.5 38.5 42.6 35.0

Interest Expense 15.3 15.0 15.7 15.5 15.1 8.7 13.4 9.5 9.0 8.7 6.8 8.4 8.2 8.8
Income Taxes 9.8 6.7 5.6 9.3 19.0 11.3 11.2 7.7 7.9 5.5 4.1 6.2 8.2 7.7
Non-controlling Interest 0.3 1.9 1.2 3.5 0.0 3.2 2.1 1.4 1.7 0.7 4.7 2.2 1.0 0.7
Net Earnings 12.5 12.4 8.5 12.4 33.6 27.3 20.6 19.0 20.7 27.0 20.0 21.6 25.1 17.9

Millions

$/MWh

6

 

Source:  BMO Capital Markets 
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Estimates 

Unchanged.  We have refined our quarterly EPS profile to reflect the seasonality expected in 
Q3/07 deriving from Terasen Inc., which tends to report higher EPS in Q1 and Q4 due to the 
winter peaking characteristics of natural gas consumption in its service areas. 

Valuation 

Our target price of $31.00 reflects a weighted valuation approach; 18.0x diluted 2008E EPS of 
$1.55 (12.5%), 2.0x 2008E book value per share of $17.97 (12.5%), and a target yield of 3.00% 
(75%), assuming 2008 dividends per share of $0.92. 

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 3.  Consolidated Summary Sheet 

3-Aug-07 Karen J. Taylor
Current Price: $25.83 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 23.2% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.47 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.44 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.23 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.26 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.34 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.39) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 55.8% 58.1%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 129.0 154.2
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.29 17.97

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $25.83 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 17.6 16.4
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.49 1.44
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.17% 3.54%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 354.5 759.6
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,963.2 4,879.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.5 2,662.1 2,773.7

1,731.2 2,251.3 3,534.0 3,995.3 5,117.7 9,292.5 9,725.3
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 3.8% 7.8%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 53.4% 50.2%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.9%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.6%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.6% 28.5%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 189.5 242.6

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 502.4 580.5

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    18  0.84   3.2     58  12.19   2.2    12

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.5  11.4  10.2

10 Year:  10.2   6.7   7.0
20 Year:   5.2   5.1   6.1

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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FTS - Rating as of 23-Aug-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

1.0

1.5
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 47% 
Hold Market Perform 52% 45% 46% 
Sell Underperform 10% 8% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 

 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

Member of: Top 15 Income Stock Selections 

August 7, 2007 
Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
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Target Price $31.00  52-Week Low $22.42 
 

10

15

20

25

30

0.8

1.0

1.2

1.4

1.6

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share

0

10

20

0

10

20
Volume (mln)

2003 2004 2005 2006 2007
50

100

150

50

100

150
FTS Relative to S&P/TSX Comp

Last Data Point: August 2, 2007
 

(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.42↓ $1.55 
P/E   18.3x 16.8x 
 
CFPS $3.15  $2.70  $3.89  $3.76 
P/CFPS   6.7x 6.9x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,517 $10,493 
EBITDA ($mm) $507 $531 $907 $1,130 
EV/EBITDA 9.2x 10.9x 10.5x 9.3x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.28  $0.41↑
 
Dividend $0.84 Yield 3.2% 
Book Value $16.54 Price/Book 1.6x 
Shares O/S (mm) 154.0 Mkt. Cap ($mm) $4,013 
Float O/S (mm) 154.0 Float Cap ($mm) $4,013 
Wkly Vol (000s) 1,769 Wkly $ Vol (mm) $47.8 
Net Debt ($mm) $6,155.4 Next Rep. Date 2-Nov (E) 

2007 Average Shares Fine-Tuned;  
Outperform Rating Maintained 
 

Event 
We have fine-tuned our estimated 2007 weighted average shares outstanding,
basic and diluted, to more fully reflect the May 17, 2007, acquisition of Terasen 
Inc. and the subsequent conversion of the previously issued subscription receipts
into 44.275 million common shares of the corporation. 
 
Impact 

Neutral. 
 
Forecasts 
Our diluted 2007 EPS estimate declines to $1.42 from $1.44.  Our diluted 2008
EPS estimate of $1.55 is unchanged.  
 
Valuation 
Our target price of $31 reflects a weighted valuation approach:  18.0x diluted
2008E EPS of $1.55 (12.5%), 2.0x 2008E book value per share of $17.96
(12.5%), and a target yield of 3.00% (75%), assuming 2008 dividends per share
of $0.92. 
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 
 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.43; 2008E: $1.61 

Changes Annual EPS  Quarterly EPS 
 2007E $1.44 to $1.42         Q4/07E $0.40 to $0.41    
                  
                    



BMO Capital Markets Fortis Inc. 
 

Page 2 • August 7, 2007     

Table 1.  Consolidated Summary Sheet 

7-Aug-07 Karen J. Taylor
Current Price: $25.70 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 23.8% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.44 $1.58
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.42 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.25 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.54 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.33 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.37) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 56.8% 58.1%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.27 17.96

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $25.70 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 17.8 16.3
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.49 1.43
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.19% 3.56%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 360.2 763.2
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,963.2 4,879.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,656.5 2,768.2

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,292.6 9,723.5
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 3.9% 7.8%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 53.4% 50.2%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.9%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.6%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.6% 28.5%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 192.1 242.6

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 505.0 580.4

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.44    18  0.84   3.2     58  12.19   2.2    12

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.5  11.4  10.2

10 Year:  10.2   6.7   7.0
20 Year:   5.2   5.1   6.1

* Current EPS is the 4 Quarter Trailing to Q1/2007.
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Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
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Q2/07 Results: Credit Metrics Weaken  
on Terasen Acquisition 
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Fortis Inc. (Fortis) releases Q2/07 results. 
 
Impact 

Neutral. 
 
Key Points 
Fortis Inc.’s earnings in Q2/07 of $41.5 million were up 9% versus Q2/06, and 
higher than BMO Capital Markets equity research’s expectation of $39.8 
million. Funds from operations (FFO) in Q2/07 jumped 56% to $116 million
compared to Q2/06 but credit metrics weakened, albeit temporarily, due to the
higher debt associated with the Terasen Inc. acquisition and the seasonality of 
Terasen Gas’ cash flow. Fortis’ total debt commitments and leverage were
significantly impacted by the $3.7 billion acquisition of Terasen Inc. and 
assumed debt of $2.4 billion as part of the transaction.  Fortis’ consolidated 
liquidity improved in Q2/07 and remains adequate for its operational, 
refinancing and capital requirement needs. 
 
Recommendation 

We believe the credit profile of Fortis continues to strengthen and will improve
further with the increased diversity of regulated cash flows from the recent 
Terasen Inc. acquisition. The company’s single Canadian dollar issue limits the
opportunity for investors to pursue relative value trades along the issuer’s credit
curve and the relative illiquid nature of its paper is a pricing consideration. The
5-year indicative spreads of Fortis have largely flat-lined since mid-2005, before 
moving out in recent weeks on general spread widening. 
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Details & Analysis 

Earnings and Cash Flow  
Fortis Inc.’s earnings in Q2/07 of $41.5 million were up 9% versus Q2/06, and were higher than 
BMO Capital Markets equity research’s expectation of $39.8 million.  On a per share basis, 
results were $0.31 versus BMO Capital Markets’ expectation of $0.30 and higher than the mean 
estimate of $0.29.  Impacting the result were: 

 moderately better than expected performance at FortisAlberta and FortisBC; offset by  

 a reduction in the contribution from Fortis Generation due to lower Q2/07 hydrology 
versus Q2/06 in Belize, central Newfoundland and Upper New York State.  

The quarter included a $1.6 million contribution from the acquisition of Terasen Inc., which 
closed on May 17, 2007.  

Funds from operations (FFO) in Q2/07 jumped 56% to $116 million versus Q2/06 but credit 
metrics weakened, albeit temporarily, due to the higher debt associated with the Terasen Inc. 
acquisition and the seasonality of Terasen Gas’ cash flow. Despite the higher FFO, the cash 
flows were insufficient to meet cash outlays with negative free cash flow (FFO less capital 
expenditure and distributions) of $114 million as the result. The cash flow shortfall was met 
through proceeds from long-term debt. Fortis’ large capital expenditure program will dominate 
cash flows outlays and financing activities for the next few years at least, with negative free 
cash flow expected to be the norm. In the next five years, gross consolidated electric utility 
expenditure of close to $4 billion is expected.  

Chart 1: Fortis Inc. Cash Flow Credit Metrics on a Rolling 12-months Basis 

Fortis Inc.

0.0 x

0.5 x

1.0 x

1.5 x

2.0 x

2.5 x

3.0 x

3.5 x

4.0 x

2005A Q1/06 Q2/06 Q3/06 Q4/06 2006A Q1/07 Q2/07

F
F

O
 G

ro
s

s
 In

te
re

s
t 

C
o

v
e

ra
g

e

0%

3%

6%

9%

12%

15%

F
F

O
/T

o
ta

l D
e

b
t

FFO/ Total Debt FFO Gross Interest Coverage

Source: BMO Capital Markets
 

 

 

 

 



BMO Capital Markets  
 

Page 3 • August 7, 2007    

Although unadjusted FFO interest coverage on a rolling 12-month basis to June 30, 2007, of 
2.7x was close to that in Q2/06 of 2.8x, the company’s FFO-to-total debt took a tumble, falling 
to 6.5% from 11.7% at the end of Q1/07. We expect the ratio to improve over the next 12 
months to levels similar to its recent past as cash flow received from its Terasen Inc. subsidiary 
is matched against the higher debt levels that have resulted from the acquisition. Nonetheless, 
even when it does improve we expect the ratio to remain on the low side for some time as the 
company continues to partially debt finance expansion of its electricity network asset bases and 
the delay in receipt of regulated cash flows from the asset constructed. 

Capital Structure and Liquidity 

Fortis’ total debt commitments and leverage were significantly impacted by the $3.7 billion 
acquisition of Terasen Inc. and assumed debt of $2.4 billion as part of the transaction. Total 
consolidated debt doubled to $5.2 billion from $2.6 billion in Q1/07. The vast majority of 
Fortis’ consolidated debt, about 95%, resides at the company’s various subsidiaries. Debt at the 
holding company level comprises $100 million of senior unsecured debentures maturing 2010, 
US$150 million senior unsecured notes maturing 2014 and about US$59 million in unsecured 
subordinated convertible debentures due between 2012 and 2016. The company’s leverage, as 
measured by total debt-to-total capital and treating the preference shares as equity, is expected 
to settle about its target level of 60%. At June 30, 2007, leverage was a touch above its target at 
63%, up from 57% in Q1/07 and reflecting the higher debt associated with the Terasen Inc. 
acquisition. 

Fortis’ consolidated liquidity improved in Q2/07 and remains adequate for its operational, 
refinancing and capital requirement needs. Total credit facilities of the company increased to 
$2.2 billion in Q2/07 compared to $963.5 million in Q1/07. Unused capacity after drawdowns 
and outstanding letters of credit under the facilities was $1.03 billion, up from $722.8 million at 
the end of Q1/07. At the end of the quarter, Fortis also had consolidated cash and cash 
equivalents of $63.5 million. We note that on May 14, 2007, the company terminated its unused 
$1.425 billion non-revolving term credit facilities established to fund the Terasen acquisition. 
Maturing debt commitments and amortizing debt repayments are manageable. The company’s 
earliest maturities are two debt issues at Terasen Gas Inc. totalling $250 million in October 
2007, and a $40 million issue (of which $32 million was outstanding at June 30, 2007) at 
Newfoundland Power due to mature in December this year.  

Credit Ratings 

Fortis’ corporate credit rating and senior unsecured debt issue rating benefited from the 
company’s recent acquisition of Terasen Inc.   

On June 19, 2007, Standard & Poor’s upgraded its corporate credit rating on Fortis Inc. one 
notch to A- and assigned a Stable outlook. Of greater significance was that the senior unsecured 
debt rating was upgraded two notches to A- from BBB. The rating on the senior unsecured debt 
had previously been rated a notch below the corporate credit rating to reflect its structurally 
subordinated position. Standard & Poor’s decision to depart from its previous treatment of the 
senior unsecured debt and equalize the senior unsecured debt rating with the corporate credit 
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rating reflects the increasing diversification of the company and the financial separation among 
its investments. The agency has advised that the rating upgrade of Fortis reflects the improved 
diversity resulting from the recent acquisition of Terasen Inc.; the operation of each regulated 
subsidiary as a separate stand-alone entity with debt non-recourse to Fortis Inc.; management's 
commitment to maintaining low levels of debt at the Fortis Inc. holding company level; 
management's continuing focus on pursuing acquisitions in stable, regulated utilities; and the 
success of key subsidiaries FortisBC and Fortis Alberta in executing their capital expansions.  

DBRS confirmed its ratings on Fortis on February 26, 2007, following its announced intention 
to acquire 100% of the common shares of Terasen Inc. DBRS believes the transaction will have 
a positive impact on Fortis’s overall business risk profile as a result of the acquisition of stable, 
low-risk gas distribution assets. From a financial risk perspective, DBRS expects a modest 
decline in consolidated interest coverage metrics, given the existing levels of debt at the 
acquired entities; however, it expects modest improvement in non-consolidated credit metrics, 
given that the transaction is predominantly equity financed, coupled with the historical strength 
of Terasen Gas Inc.’s dividends. Overall, DBRS views the predominantly equity-financed 
acquisition of regulated assets as a good strategic fit for Fortis and views the proposed 
transaction as credit neutral to slightly credit positive. 

Recommendation 

We believe the credit profile of Fortis continues to strengthen and will improve further with the 
increased diversity of regulated cash flows from the recent Terasen Inc. acquisition. The 
company’s single Canadian dollar issue limits the opportunity for investors to pursue relative 
value trades along the issuer’s credit curve and the relative illiquid nature of its paper is a 
pricing consideration. The 5-year indicative spreads of Fortis have largely flat-lined since mid-
2005, before moving out in recent weeks on general spread widening. 
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Fortis Inc. 

Maturity Schedule  
Amount Issue Issue Outstandin

Compan
g 

y Coupon Maturity ($mm) Instrument Date Spread Callable CUSIP ($mm)
Terasen Gas Inc. 6.500% 16-Oct-07 $100 MTNs 16-Oct-00 75.0 bps Make Whole + 18 bps 05534ZAH9 $100
Terasen Gas Inc. Floating 24-Oct-07 $150 Floating Rate Notes 24-Oct-05 NA Non-callable 88078ZAD6 $150
Newfoundland Power 11.88% 16-Dec-07 $40 First Mortgage 16-Dec-87 145.0 bps Make Whole (+ 75.0 bps) 651350BC3 $32
Terasen Gas Inc. 6.200% 2-Jun-08 $188 MTNs 21-Oct-97 80.0 bps Non-callable 05534ZAC0 $188
Terasen Inc. 6.300% 1-Dec-08 $200 MTNs 30-Nov-01 NA Make Whole + 27 bps 11058ZAA8 $200
Terasen Gas Inc. 10.750% 8-Jun-09 $60 Debentures 8-Jun-89 NA Make Whole + 40 bps 457452AH3 $60
FortisBC Inc. 6.75% 31-Jul-09 $50 Unsecured Debenture 19-Jul-02 NA Make Whole (+ 40.0 bps) NA $50
FortisBC Inc. 11.00% 1-Dec-09 $15 Secured Debenture 20-Dec-89 NA Make Whole (+ 50 bps) NA $5
Maritime Electric 12.00% 1-May-10 $15 First Mortgage 1-Jan-90 NA NA NA $15
Fortis Inc. 7.40% 25-Oct-10 $100 Debenture 25-Oct-00 175.0 bps Make Whole (+ 43.0 bps) 349553AB3 $100
FortisBC Inc. 9.65% 16-Oct-12 $15 Secured Debenture 16-Oct-92 NA Make Whole (+ 40.0 bps) NA $15
FortisBC Inc. 9.44% 31-Oct-13 WPP Mortgage NA NA NA NA $6
Newfoundland Power 10.55% 1-Aug-14 $40 First Mortgage 9-Aug-89 117.0 bps Make Whole (+ 50.0 bps) 651350BD1 $32
Terasen Inc. 5.560% 15-Sep-14 $125 MTNs 15-Sep-04 93.0 bps Make Whole + 23 bps 88079ZAB9 $125
Fortis Inc. 5.74% 31-Oct-14 US$150 Senior Notes 28-Oct-04 NA NA NA US$150
FortisAlberta 5.33% 31-Oct-14 $200 Unsecured Debenture 25-Oct-04 75.0 bps Make Whole ( + 18 bps) 34957EAA9 $200
FortisBC Inc. 5.48% 28-Nov-14 $140 Unsecured Debenture 30-Nov-04 97.0 bps Make Whole ( + 24 bps) 34957UAA3 $140
Terasen Gas Inc. 11.800% 30-Sep-15 $75 Mortgage 3-Dec-90 NA Non-callable 05534RAA2 $75
FortisBC Inc. 8.77% 1-Feb-16 $25 Unsecured Debenture 1-Mar-96 NA Make Whole (+ 35.0 bps) NA $25
Newfoundland Power 10.90% 12-May-16 $40 First Mortgage 2-May-91 116.0 bps Make Whole (+ 50 bps) 651350BE9 $34
Maritime Electric 11.50% 15-Aug-16 $12 First Mortgage 1-Jan-91 NA NA NA $12
Terasen Gas Inc. 10.300% 30-Sep-16 $200 Mortgage 21-Nov-91 104.0 bps Make Whole + 35 bps 05534RAB0 $200
Maritime Electric 8.55% 7-Dec-18 $15 First Mortgage 7-Dec-93 NA NA NA $15
Newfoundland Power 9.00% 1-Oct-20 $40 First Mortgage 1-Oct-92 93.0 bps Make Whole (+ 40.0 bps) 651350BG4 $35
FortisBC Inc. 7.81% 1-Dec-21 $25 Unsecured Debenture 1-Jun-97 NA Make Whole (+ 25.0 bps) NA $25
Newfoundland Power 10.13% 15-Jun-22 $40 First Mortgage 15-Jun-92 112.0 bps Make Whole (+ 37.5 bps) 651350BF6 $34
FortisBC Inc. 8.80% 28-Aug-23 $25 Secured Debenture 30-Nov-93 NA Make Whole (+ 40.0 bps) 95358DAA7 $25
Maritime Electric 7.57% 22-Dec-25 $15 First Mortgage 22-Dec-00 NA NA NA $15
Newfoundland Power 8.90% 7-May-26 $40 First Mortgage 7-May-96 68.0 bps Make Whole (+ 20 bps) 651350BH2 $36
Maritime Electric 8.63% 15-Jan-27 $15 First Mortgage 15-Jan-97 NA NA NA $15
Newfoundland Power 6.80% 20-Nov-28 $50 First Mortgage 20-Nov-98 130.0 bps Make Whole (+ 30 bps) 651350BJ8 $46
Terasen Gas Inc. 6.950% 21-Sep-29 $150 MTNs 21-Sep-99 112.0 bps Make Whole + 28 bps 05534ZAF3 $150
Maritime Electric 8.92% 3-Jul-31 $20 First Mortgage 3-Jul-96 NA NA NA $20
Newfoundland Power 7.52% 1-Nov-32 $75 First Mortgage 31-Oct-02 185.5 bps Make Whole (+ 46 bps) 651350BK5 $72
Terasen Gas Inc. 6.500% 1-May-34 $150 MTNs 29-Apr-04 127.0 bps Make Whole + 31 bps 88078ZAB0 $150
FortisAlberta 6.22% 31-Oct-34 $200 Unsecured Debenture 25-Oct-04 115.0 bps Make Whole ( + 28 bps) 34957EAB7 $200
Terasen Gas Inc. 5.900% 26-Feb-35 $150 MTNs 25-Feb-05 118.0 bps Make Whole + 29 bps 88078ZAC8 $150
Newfoundland Power 5.44% 15-Aug-35 $60 First Mortgage 15-Aug-05 NA NA NA $59
FortisBC Inc. 5.60% 9-Nov-35 $100 Unsecured Debenture 10-Nov-05 120.0 bps Make Whole ( + 30 bps) 34957UAB1 $100
FortisAlberta 5.40% 21-Apr-36 $100 Unsecured Debenture 21-Apr-06 100.0 bps Make Whole ( + 25 bps) 34957EAC5 $100
Terasen Gas Inc. 5.550% 25-Sep-36 $120 MTNs 25-Sep-06 136.0 bps Make whole + 34 bps 88078ZAE4 $120
Terasen Inc. 8.000% 19-Apr-40 $125 Subordinated Debentures 19-Apr-00 235.0 bps Make Whole + 55 bps 05534KAA7 $125
FortisAlberta 4.99% 3-Jan-47 $110 Unsecured Debenture 3-Jan-07 97.0 bps Make Whole ( + 24 bps) 34957ZAA2 $110

 
Ownership Structure 

Widely Held. 

 
Credit Facilities ($mm)  Corp. Lease Schedule ($mm) at 12/31/2006 

Facility
Company Size Q2 2007 Q1 2007 Maturity Type
Fortis  Inc.* $2,202.7 $1,034.8 $722.8 Lines of Credit
*Represents the consolidated authorized lines of credit of Fortis Inc. and its subsidiaries.

Amount Available Capital Operating
Lease  Lease Lease 

Year Payments Payments Receipts
2007 2.6 5.6
2008 2.6 5.1
2009 2.6 5.1
2010 2.6 3.8
2011 2.6 3.8

Thereafter 55.4 16.3
*Capital lease payments are related to the agreement 
entered into by FortisBC for the operation of BTS.  
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Pension Summary  
Other Benefit Plans

FY 2006 FY 2005 FY 2006 FY 2005
($mm) ($mm) ($mm) ($mm)

Accrued Benefit Obligation 413.4 389.8 125.2 116.5
Plan Assets 390.6 349.9 -             -              

Funded Status (22.8) (39.8) (125.2) (116.5)
Accrued Benefit Asset (Liability) 
  Net of Valuation Allowance 102.0 97.2 63.7 (53.6)

Discount Rate 5-5.25% 6-6.25% 6-6.25% 6-6.25%
Expected Long-term Rate of 
  of Return on Assets 6.5-7.5% 7-7.5% NA NA
Rate of Future Increase in 
  Compensation 3.5-4.0% 3.5-4.5% 3.5-4.5% 3.5-4.5%

Pension  Benefit Plans

 

 
Historical Ratings 

DBRS   S&P Moody's
Rating Trend Date Rating Trend Date Rating Trend Date
BBB (high) Stable 5-Nov-03 A- Stable 19-Jun-07 Not Rated
BBB (high) Under Review - Developing 16-Sep-03 BBB Credit Watch Positive 26-Feb-07
BBB (high) Stable 6-Oct-00 BBB Stable 7-Dec-05

BBB Negative 7-Jan-04
BBB Credit Watch Negative 22-Sep-03

Senior Unsecured Rating - Fortis
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I, Laurie Conheady, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  I 
also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in this 
report.   
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The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
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Maritime Electric Files 2008 Capital Budget 
   

Impact  Neutral 
   

Details & Analysis  On August 6, the Island Regulatory and Appeals Commission (IRAC)
issued a Notice of Application regarding a June 27, 2008, application by
Maritime Electric (100% - Fortis Inc.) that seeks approval for utility 
capital expenditures of $18.358 million in 2008.  The application also
highlights an anticipated 2009 capital plan of $19.269 million.  We believe
that IRAC is likely to issue a decision on this application in early Q4/07. 
The applied-for budget for 2008 and the outlook for 2009 are fully
reflected in our outlook for Fortis Inc. We continue to rate the shares of
Fortis Inc. Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under NYSE/NASD rules.  For disclosure statements, including the Analyst's Certification, please 
refer to pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    19  0.84   3.2     59  16.54   1.6     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.2  11.4  17.2

10 Year:  10.1   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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FTS - Rating as of 27-Aug-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 47% 47% 
Hold Market Perform 52% 45% 46% 
Sell Underperform 10% 8% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons 
described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

Member of: Top 15 Income Stock Selections 

September 24, 2007 
Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

Management Meetings – Outperform Rating 
Unchanged 
Event 
We hosted investor meetings with management on September 18/19 and note 
the following highlights:  (i) the low-risk growth strategy remains intact – we 
estimate a 5% compound annual growth rate over the 2006 to 2010 period
substantially from visible, utility projects.  The company has very few larger,
high risk projects that would jeopardize estimated growth rates were they not to 
be approved; (ii) we continue to expect $250 million in common share equity 
will be required in early 2009 in order to partially fund $900 million of utility
capital expenditures in both 2008 and 2009; and (iii) we continue to believe that
the company may be acquisitive over the forecast period, in the gas/electric
distribution segment in Canada or the Pacific Northwestern United States, and
that the company is likely to undertake only accretive transactions.  

Impact 

Neutral. 

Forecasts 
We have updated our outlook to: (i) better reflect the seasonality of Terasen
Inc’s quarterly earnings profile of Q1 – 55%; Q2 – 5%; Q3 – (5%); and Q4 –
45%; and (ii) incorporate the LNG Storage Facility applied for by Terasen Gas
(Vancouver Island) on June 5 (see our June 6, 2007 comment).  Our estimates
currently reflect a December 31, 2006 rate base for Newfoundland Power of
$752.9 million and 2008 capital additions of $50.754 million, as per that
utility’s May 10 filing that was approved by the Newfoundland Board of
Commissioners of Public Utilities on September 19/2007.  Our 2007 EPS 
estimate declines to $1.36 from $1.44, as a result of the change in the assumed
seasonality of Terasen’s earnings. 

Valuation 
Our target price reflects a weighted valuation approach:  18.0x diluted 2008E
EPS of $1.55 (12.5%), 2.0x 2008E book value per share of $17.90 (12.5%), and 
a target yield of 3.00% (75%), assuming 2008E dividends per share of $0.92.  

Recommendation 
We believe the shares are attractively valued at current levels.  Our rating is
Outperform. 

Price (21-Sep) $27.00 52-Week High $30.00 
Target Price $31.00  52-Week Low $24.00 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.36↓ $1.55 
P/E   19.9x 17.4x 
 
CFPS $3.15  $2.70  $3.79  $3.77 
P/CFPS   7.1x 7.2x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,787 $10,675 
EBITDA ($mm) $507 $531 $904 $1,127 
EV/EBITDA 9.2x 10.9x 10.8x 9.5x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.19↓ $0.46↑
 
Dividend $0.84 Yield 3.1% 
Book Value $16.54 Price/Book 1.6x 
Shares O/S (mm) 154.0 Mkt. Cap ($mm) $4,159 
Float O/S (mm) 154.0 Float Cap ($mm) $4,159 
Wkly Vol (000s) 1,899 Wkly $ Vol (mm) $51.4 
Net Debt ($mm) $6,161.2 Next Rep. Date 2-Nov (E) 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.39; 2008E: $1.59 

 
 Changes Annual EPS  Quarterly EPS 

 2007E $1.42 to $1.36         Q3/07E $0.28 to $0.19    
             Q4/07E $0.41 to $0.46  
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Table 1.  Consolidated Summary Sheet 

23-Sep-07 Karen J. Taylor
Current Price: $26.71 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 19.1% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.38 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.36 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.25 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.54 $0.47
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.26 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.38) ($0.36)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 59.5% 58.2%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.21 17.90

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $26.71 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 19.4 17.0
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.55 1.49
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.07% 3.43%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 99.6 643.8
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 5,255.2 5,178.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,647.7 2,758.9

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,315.1 9,893.5
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 1.1% 6.5%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 56.4% 52.3%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.5%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.4% 27.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 183.3 242.1

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 496.3 579.9

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    19  0.84   3.2     59  16.54   1.6     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:  10.2  11.4  17.2

10 Year:  10.1   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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FTS - Rating as of 12-Oct-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 
 

 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 4 to 6. 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.36  $1.55 
P/E   19.8x 17.4x 
 
CFPS $3.15  $2.70  $3.79  $3.77 
P/CFPS   7.1x 7.1x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,783 $10,814 
EBITDA ($mm) $507 $531 $891 $1,137 
EV/EBITDA 9.2x 10.9x 11.0x 9.5x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.19  $0.46 
 
Dividend $0.84 Yield 3.1% 
Book Value $16.54 Price/Book 1.6x 
Shares O/S (mm) 154.0 Mkt. Cap ($mm) $4,152 
Float O/S (mm) 154.0 Float Cap ($mm) $4,152 
Wkly Vol (000s) 1,912 Wkly $ Vol (mm) $51.8 
Net Debt ($mm) $6,192.5 Next Rep. Date 2-Nov (E) 

FortisBC Applies for 2008 Rates;  
Outperform Rating Unchanged 
 

Event 
On October 2, FortisBC (100% - Fortis Inc.) filed an application with the British
Columbia Utilities Commission (BCUC) to set customer electricity rates for
2008.  The application that was filed by the utility is consistent with the Multi-
Year Performance Based Regulation (PBR) Plan for the period 2006 to 2008
(with an option to extend the Plan for 2009) approved by the Commission on 
May 19, 2006, and has a number of key highlights, as set out herein.  
 
Impact 

Neutral.  
 
Forecasts 
Our diluted 2007 and 2008 EPS estimates of $1.36 and $1.55, respectively, are
unchanged.  
 
Valuation 
Our target price of $31.00 reflects a weighted valuation approach:  18.0x diluted
2008E EPS of $1.55 (12.5%), 2.0x 2008E book value per share of $17.90
(12.5%), and a target yield of 3.00% (75%), assuming 2008 dividends per share
of $0.92.  
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.37; 2008E: $1.59 
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Details & Analysis 

On October 2, FortisBC (100% - Fortis Inc.) filed an application with the British Columbia 
Utilities Commission (BCUC) to set customer electricity rates for 2008.  The application that 
was filed by the utility is consistent with the Multi-Year Performance Based Regulation (PBR) 
Plan for the period 2006 to 2008 (with an option to extend the Plan for 2009) approved by the 
Commission on May 19, 2006, and has a number of key highlights, as set out below: 

• 4% Rate Increase – the utility has requested a 4% rate increase effective January 1, 2008.  
The proposed increase is attributable to the following: (i) financing costs associated with 
incremental rate base $11.6 million or 2.6% of the proposed increase; (ii) increased power 
supply costs due to load growth $2.8 million or 0.6% of the proposed increase in rates; (iii) 
increased income tax expense of $1.3 million or 0.3% of the proposed increases; (iv) $0.7 
million higher operating costs or 0.2% of the increase; (v) flow-through adjustments of $1.3 
million or 0.3% of the increase; and (vi) reduction in rates of 1% arising from $2.3 million 
returned to customers via the approved return on equity sharing mechanism adjustment.  
This adjustment provides for equal sharing of any return on equity variance within a 2% 
band above or below the approved return on equity. 

• Mid-year utility rate base of $833.035 million, versus a forecast mid-year utility rate base 
of $750.832 million in 2007. 

• Net plant additions of $111.150 million in 2008 versus forecast net additions of $134.696 
million in 2007.  Gross capital expenditures are expected to be $124.050 million in 2008 
and $142.508 million in 2007. 

• Allowed capital structure of 40% equity and 60% debt in 2008, consistent with the capital 
structure in 2007. 

• The allowed return for 2008 will be subject to the Commission’s existing formula, which 
provides the utility with a 40-basis-point premium to the benchmark utility allowed return.  
For 2007, the allowed return on equity was 8.77%.  The 2008 allowed return is expected to 
be determined in late November 2007. 

• Depreciation and amortization of $34.953 million in 2008 versus $31.051 million approved 
for fiscal 2007. 

• The utility does not anticipate issuing long-term debt in 2008; however, it is anticipating 
the use of its $150 million operating credit facility in order to finance its 2008 capital 
expenditure program. 

Estimates 

Our diluted 2007 and 2008 EPS estimates of $1.36 and $1.55, respectively, are unchanged. 

Valuation 

Our target price of $31.00 reflects a weighted valuation approach:  18.0x diluted 2008E EPS of 
$1.55 (12.5%), 2.0x 2008E book value per share of $17.90 (12.5%), and a target yield of 3.00% 
(75%), assuming 2008 dividends per share of $0.92. 
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Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 

Table 1.  Consolidated Summary Sheet 

4-Oct-07 Karen J. Taylor
Current Price: $26.65 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 19.4% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.37 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.36 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.25 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.46
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.26 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.38) ($0.35)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 59.8% 58.2%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.21 17.89

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $26.65 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 19.4 17.0
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.55 1.49
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.08% 3.43%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 107.1 650.7
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 5,255.2 5,178.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 66.6 66.6
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,647.0 2,758.1

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,321.9 9,899.6
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 1.1% 6.6%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 56.4% 52.3%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.5%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.7%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.4% 27.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 182.6 242.0

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 494.9 580.0

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    19  0.84   3.1     59  16.54   1.6     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   8.6  11.4  17.2

10 Year:   9.3   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
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** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

Member of: Top 15 Income Stock Selections 

October 12, 2007 
Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 

 
Price (11-Oct) $27.35 52-Week High $30.00 
Target Price $31.00  52-Week Low $24.12 
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(FY-Dec.) 2005A 2006A 2007E 2008E 
EPS $1.10  $1.33  $1.35↓ $1.55 
P/E   20.3x 17.6x 
 
CFPS $3.15  $2.70  $3.79  $3.77 
P/CFPS   7.2x 7.3x 
 
Div.  $0.61 $0.67 $0.82 $0.92 
EV ($mm) $4,667 $5,758 $9,904 $10,952 
EBITDA ($mm) $507 $531 $898 $1,147 
EV/EBITDA 9.2x 10.9x 11.0x 9.5x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2005A $0.32  $0.28  $0.33  $0.24 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.19  $0.44↓
 
Dividend $0.84 Yield 3.1% 
Book Value $16.54 Price/Book 1.7x 
Shares O/S (mm) 154.0 Mkt. Cap ($mm) $4,213 
Float O/S (mm) 154.0 Float Cap ($mm) $4,213 
Wkly Vol (000s) 1,900 Wkly $ Vol (mm) $51.5 
Net Debt ($mm) $6,200.0 Next Rep. Date 2-Nov (E) 

Revised 2008 Rate Application Filed;  
Outperform Rating Maintained 
 
Event 
On October 11, Newfoundland Power (100% - Fortis Inc.) filed a revised
application for 2008 rates with the Newfoundland and Labrador Board of
Commissioners of Public Utilities (PUB).  The revised application proposes an
average electricity rate increase of 2.8% versus the previously applied-for 
increase of 5.3%. The revised application is the result of recent negotiations 
between the company and the Consumer Advocate, which determined that the 
applied-for ROE for 2008 should be 8.95% versus the previously applied-for 
ROE of 10.25% and an allowed ROE of 8.60% in 2007. The parties agree that 
the risk-free rate for 2008 be set at 4.60% and the risk premium be set at 4.35%.  

Impact 

Neutral.   

Forecasts 
We have updated our financial model to reflect the revised estimated 2008 rate
base, allowed ROE and capital expenditure budget outlined in the new
application.  We have also updated our U.S. dollar/Canadian dollar exchange 
rate assumptions. We now assume an average exchange rate of 1.0746
CDN/USD in 2007 and parity thereafter versus 1.11 CDN/USD in 2007 and
2008. Average fiscal 2008 rate base is assumed to be $812.2 million versus
year-end 2008 rate base of $816.6 million previously.  

Valuation 
Our $31 target reflects a weighted valuation approach: 18.0x diluted 2008E EPS 
of $1.55 (12.5%), 2.0x 2008E book value per share of $17.89 (12.5%), and a
target yield of 3.00% (75%), assuming 2008 dividends per share of $0.92. 
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.37; 2008E: $1.59 

 
 

Changes Annual EPS  Quarterly EPS 
 2007E $1.36 to $1.35         Q4/07E $0.46 to $0.44    
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Table 1.  Consolidated Summary Sheet 

11-Oct-07 Karen J. Taylor
Current Price: $27.06 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 17.6% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.37 $1.57
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.35 $1.55
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.13

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.22 $0.18
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.22

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.53 $0.46
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.26 $0.59

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.37) ($0.33)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 59.9% 58.2%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.21 17.89

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - -

Price:  Current - - - - - $27.06 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - -

P/E Ratio:  Current - - - - - 19.8 17.2
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - -

Price/Book Value:  Current - - - - - 1.57 1.51
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - -

Yield:  Current - - - - - 3.03% 3.38%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 122.8 682.3
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 5,238.7 5,142.0

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 64.5 60.0
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,646.5 2,757.7

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,318.6 9,888.1
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 1.3% 6.9%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 56.2% 52.0%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.8%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.5%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.6%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.4% 27.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 182.1 242.2

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 494.3 579.4

Year-Ended December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    19  0.84   3.1     59  16.54   1.6     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   8.6  11.4  17.2

10 Year:   9.3   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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FTS - Rating as of 29-Oct-04 = Mkt

Date Rating Change Share Price

1 2-Nov-04 Mkt  to OP $16.10

2 8-Feb-05 OP  to Mkt $18.88

3 28-Mar-05 Mkt  to OP $17.38

4 27-Jun-05 OP  to Mkt $20.01

5 30-Aug-05 Mkt  to OP $21.01

6 20-Sep-05 OP  to Mkt $23.18

7 10-May-06 Mkt  to OP $20.75

8 4-Jul-06 OP  to Mkt $22.60

9 8-Aug-06 Mkt  to OP $23.24

10 24-Nov-06 OP  to Mkt $28.20

11 3-Jan-07 Mkt  to NR $29.51

12 19-Feb-07 NR  to OP $27.94

1.0

1.5
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Brief Research Note 
Gas & Electric 
 

Karen Taylor, CFA 
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Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

Proposed Royalty Regime 
   

Impact  Neutral 
   

Details & Analysis  Alberta Premier Ed Stelmach unveiled the province’s new royalty tax
regime yesterday, increasing royalties an average of 20% or $1.4 billion 
by 2010.  Although FortisAlberta (100% - Fortis Inc.) is one of the fastest-
growing utility operations in the Fortis group of utilities, we do not expect
the new royalty regime to have a material effect on our outlook for the
stock.  FortisAlberta has been growing at an above-average rate for several 
years.  Even if customer requests for new service were to decline as a 
result of this new royalty regime, we believe that the utility would
continue to have elevated capital expenditure levels to in-fill the growth it 
has already accommodated on its system. Capital expenditures are
expected to remain at above-average levels beyond the end of our current 
forecast period.  We continue to rate the shares of Fortis Inc. Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    19  0.84   3.1     59  16.54   1.6     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   8.6  11.4  17.2

10 Year:   9.3   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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FTS - Rating as of 15-Nov-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed onto, persons described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

Member of: Top 15 Income Stock Selections 

November 2, 2007 
Research Comment 
Toronto, Ontario 
 

Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 

 

Q3/07 EPS in Line with Expectations; 
Outperform Rating Maintained 

Price (1-Nov) $27.43 52-Week High $30.00 
Target Price $32.00↑ 52-Week Low $24.50 
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(FY-Dec.) 2006A 2007E 2008E 2009E 
EPS $1.33  $1.35  $1.52↓ $1.53 
P/E  20.3x 18.0x 17.9x 
 
CFPS $2.70  $3.71  $3.76  $3.80 
P/CFPS  7.4x 7.3x 7.2x 
 
Div.  $0.67 $0.82 $0.92 $0.96 
EV ($mm) $5,758 $9,956 $11,004 $11,504 
EBITDA ($mm) $531 $895 $1,144 $1,189 
EV/EBITDA 10.9x 11.1x 9.6x 9.7x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.20a $0.43↓
2008E $0.59  $0.29  $0.22  $0.45 
 
Dividend $0.84 Yield 3.1% 
Book Value $16.47 Price/Book 1.7x 
Shares O/S (mm) 154.9 Mkt. Cap ($mm) $4,249 
Float O/S (mm) 154.9 Float Cap ($mm) $4,249 
Wkly Vol (000s) 1,911 Wkly $ Vol (mm) $52.0 
Net Debt ($mm) $6,197.1 Next Rep. Date 1-Feb (E) 

 

Event 
Fortis reported Q3/07 EPS of $0.20 versus our expectation of $0.19 and a mean
estimate of $0.21.  Results were largely in line with expectations.  We note the
following: (i) the contribution from FortisAlberta and FortisBC were moderately
higher than expected, due to higher taxation recoveries at FortisAlberta and
stronger-than-expected customer growth at FortisBC. These gains were partially
offset by:  (ii) lower contribution from the non-regulated power generation
segment, arising from lower quarter-over-quarter hydrological conditions in
Ontario, Upper State New York and Belize; and (iii) higher-than-expected
unallocated Corporate costs.  There were no material one-time items or 
adjustments during the quarter. 
 
Impact 

Neutral. 
 
Forecasts 
We have updated our financial model to better reflect year-to-date performance. 
Our diluted 2007 EPS estimate of $1.35 is unchanged.  Our diluted 2008 EPS
estimate declines marginally to $1.52 from $1.55, and we are introducing our
2009 EPS estimate of $1.53. 
 
Valuation 
Our target price of $32.00 reflects a weighted valuation approach:  18x diluted 
2009E EPS of $1.53 (12.5%), 2.0x 2009E BVPS of $19.12 (12.5%) and a target
yield of 3.00% (75%), assuming 2009 dividends per share of $0.96. 
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.37; 2008E: $1.59; 2009E: $1.63 

 
 Changes Annual EPS  Quarterly EPS Target

 2008E $1.55 to $1.52     Q4/07E $0.44 to $0.43  $31.00 to $32.00 
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Details & Analysis 

Fortis reported Q3/07 EPS of $0.20 versus our expectation of $0.19 and a mean estimate of 
$0.21.  Results were largely in line with expectations.  We note the following: (i) the 
contribution from FortisAlberta and FortisBC were moderately higher than expected, due to 
higher taxation recoveries at FortisAlberta and stronger-than-expected customer growth at 
FortisBC.  These gains were partially offset by:  (ii) lower contribution from the non-regulated 
power generation segment, arising from lower quarter-over-quarter hydrological conditions in 
Ontario, Upper State New York and Belize; and (iii) higher-than-expected unallocated 
Corporate costs.  There were no material one-time items or adjustments during the quarter. 

We believe that the following points are relevant about quarterly and year-to-date performance: 

• The contribution from FortisAlberta was higher than expected due to the continued benefit 
arising from corporate income tax recoveries associated with AESO deferral amounts.  In 
Q3/07, $2.7 million of taxation recoveries were booked, and $7.0 million year to date.  We 
note that FortisAlberta has sold the $28 million amount in its annual Alberta Electric 
System Operator (AESO) Charges Deferral Account for cash consideration of 
approximately $26.8 million and a receivable of approximately $1.2 million, due in 
February 15, 2008.  We do not believe that any further corporate income tax recoveries are 
likely to be forthcoming in Q4/07 and thereafter.  We believe that in Q4/06, there were 
approximately $1.4 million of recoveries, and estimated performance reflects our 
assumption that the amortization of deferred taxation balances is now complete. 

• With the exception of the 2008 rate application filed by Maritime Electric (100% - Fortis) 
with the Prince Edward Island Regulatory Appeals Commission (IRAC) on October 18, our 
estimates fully reflect:  (i) $18.6 million capital budget for 2008 at Maritime Electric, as 
approved by IRAC on October 11, 2007; (ii) Newfoundland Power’s October 11 revised 
filing with the Newfoundland & Labrador Board of Commissioners of Public Utilities for 
2008 rates; (iii) FortisBC’s October 2, application with the British Columbia Utilities 
Commission (BCUC) for approval to set 2008 rates in accordance with the previously 
approved Multi-Year Performance Based Regulation Plan for 2006 to 2008 (extendible 
until the end of 2009); (iv) FortisAlberta’s June 1 application to the Alberta Energy and 
Utilities Board for 2008 and 2009 Distribution Tariffs; (v) Terasen Gas (Vancouver 
Island)’s June 5 application to the BCUC to build, own and operate the Mt. Hayes liquefied 
natural gas storage facility on Vancouver Island; and (vi) Newfoundland Power’s 2008 
capital budget of $50.754 million was approved by the Newfoundland & Labrador Board of 
Commissioners of Public Utilities on September 19, 2007.  

• Corporate costs of approximately $16.3 million in Q3/07 were higher than expected.  We 
have revised our outlook for these unallocated financing amounts, to approximately $16.5 
million of cost per quarter in 2008 or $66 million and approximately $62.3 million in 2009. 

• We have adjusted the seasonality of our 2008 quarterly EPS profile to reflect the expected 
contribution from Terasen Inc. on a full-year basis.  We expect the following quarterly EPS 
profile for Terasen:  Q1 – 55%, Q2 – 5%, Q3 - (5%), and Q4 – 45%. 
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• We have fine-tuned our 2009 contribution for Fortis’ non-regulated generation segment, to 
reflect an expected $14 million reduction in segment contribution from the previously 
announced expiry of the water rights on the Rankine River (74.6 MW of capacity).  Our 
estimates previously incorporated a larger reduction in segment contribution. 

• Quarterly and annual performance by segment is set out in Table 1, below. 

Table 1.  Quarterly and Annual Segment Performance 

Contribution by Segment
2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07 Q4/07E 2007E 2008E 2009E

Newfoundland Power 29.4 10.7 8.0 2.6 8.8 30.1 10.5 8.0 2.7 8.6 29.8 32.7 33.0
Maritime Electric 9.1 2.1 2.2 3.1 2.4 9.8 2.6 2.8 3.0 3.3 11.7 12.1 12.2

Fortis Ontario 2.7 1.0 0.5 1.6 1.0 4.0 1.3 1.2 1.4 0.4 4.3 5.1 6.6
FortisAlberta 30.3 9.5 11.3 12.3 8.3 41.4 11.9 15.5 14.7 7.0 49.1 42.2 50.6

FortisBC 24.6 11.8 3.4 5.7 6.4 27.3 11.7 6.5 6.2 6.7 31.1 34.5 38.5
Belize Electricity 8.1 1.5 2.3 3.8 2.8 10.4 2.7 2.9 3.0 1.1 9.7 9.8 10.4

Caribbean Utilities 10.3 1.6 2.1 3.2 2.8 9.7 2.0 2.3 4.1 5.1 13.5 13.5 14.0
Turks & Caicos 0.0 0.0 0.0 0.7 2.8 3.4 1.8 2.4 2.7 3.8 10.7 12.2 14.2

Fortis Generation 21.6 5.4 6.0 7.8 6.8 26.0 7.3 4.9 5.0 6.1 23.3 27.7 13.6
Fortis Properties 14.1 1.5 5.0 6.3 2.8 15.6 1.8 6.0 8.0 3.1 18.9 22.5 24.1

Terasen Inc. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.6 (3.7) 36.9 34.8 91.0 91.2
Corporate (30.9) (8.5) (6.7) (8.3) (11.0) (34.5) (9.7) (12.6) (16.3) (16.2) (54.8) (66.0) (62.3)

Earnings Before Non-Recurring items 119.3 36.6 34.1 38.7 33.8 143.2 43.9 41.5 30.8 65.8 182.0 237.2 246.0
Average Shares 101.8 103.3 103.4 103.6 104.0 103.6 109.4 131.1 154.5 154.5 133.1 154.0 158.3

Net Earnings to Common (Basic) $1.17 $0.35 $0.33 $0.37 $0.33 $1.38 $0.40 $0.31 $0.20 $0.43 $1.37 $1.54 $1.55
Net Earnings to Common (Diluted) $1.10 $1.33 $1.35 $1.52 $1.53

Millions

 

Source:  BMO Capital Markets 

• Table 2 sets out the production and revenue by geographic area for Fortis’ non-regulated 
hydro-electric business.  

Table 2.  Fortis Generation – Actual Fiscal and Quarterly Performance 

Fortis Generation
2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07

Operating Revenue 69.2 17.0 19.2 21.7 26.0 83.9 19.3 19.3 19.3 20.2 78.1 21.2 17.6 16.9

Energy Supply Costs 5.8 1.9 1.8 0.9 1.6 6.2 1.9 1.4 1.4 1.5 6.2 2.1 1.7 1.5
Operating Expenses 16.0 4.8 4.4 2.5 6.1 17.8 4.0 3.9 3.2 4.0 15.1 4.1 3.5 3.6
Depreciation 10.3 2.6 2.5 2.6 2.6 10.3 2.7 2.6 2.6 2.6 10.5 2.6 2.8 2.5
Operating Income 37.1 7.7 10.5 15.7 15.7 49.6 10.7 11.4 12.1 12.1 46.3 12.4 9.6 9.3

Interest Expense 15.4 3.9 4.0 3.5 2.7 14.1 2.7 2.6 2.5 2.3 10.1 2.4 2.4 2.4
Income Taxes 6.9 1.4 2.4 4.4 3.5 11.7 2.2 2.3 1.6 1.4 7.5 2.4 2.1 1.7
Non-controlling Interest 1.9 0.3 0.9 0.0 1.0 2.2 0.4 0.5 0.2 1.6 2.7 0.3 0.2 0.2
Net Earnings 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0 7.8 6.8 26.0 7.3 4.9 5.0

Energy Sales (GWh) 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07

Central Newfoundland 152 35 48 26 50 159 38 39 32 59 168 34 32 31
Ontario 721 184 176 166 182 708 187 177 172 186 722 184 177 167
Belize 63 7 7 18 36 68 27 33 65 53 178 44 26 45
British Columbia 23 5 11 15 8 39 3 13 9 4 30 3 16 10
Upper New York State 70 17 16 7 35 75 29 28 10 38 105 26 23 1
Total 1,029 248 258 232 311 1,049 284 290 288 340 1,203 291 274 254

Fortis Generation
2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07

Operating Revenue 67.3 68.5 74.4 93.5 83.6 80.0 68.0 66.6 66.9 59.3 64.9 72.9 64.2 66.5

Energy Supply Costs 5.6 7.7 7.0 3.9 5.1 5.9 6.7 4.8 4.9 4.4 5.2 7.2 6.2 5.9
Operating Expenses 15.6 19.4 17.1 10.8 19.6 17.0 14.1 13.4 11.1 11.8 12.6 14.1 12.8 14.2
Depreciation 10.0 10.5 9.7 11.2 8.4 9.8 9.5 9.0 9.0 7.6 8.7 8.9 10.2 9.8
Operating Income 36.1 31.0 40.7 67.7 50.5 47.3 37.7 39.3 42.0 35.5 38.5 42.6 35.0 36.6

Interest Expense 15.0 15.7 15.5 15.1 8.7 13.4 9.5 9.0 8.7 6.8 8.4 8.2 8.8 9.4
Income Taxes 6.7 5.6 9.3 19.0 11.3 11.2 7.7 7.9 5.5 4.1 6.2 8.2 7.7 6.7
Non-controlling Interest 1.9 1.2 3.5 0.0 3.2 2.1 1.4 1.7 0.7 4.7 2.2 1.0 0.7 0
Net Earnings 12.4 8.5 12.4 33.6 27.3 20.6 19.0 20.7 27.0 20.0 21.6 25.1 17.9 19.7

Millions

$/MWh

.8

 

Source:  BMO Capital Markets 
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Estimates 

We have updated our financial model to better reflect year-to-date performance.  Our diluted 
2007 EPS estimate of $1.35 is unchanged.  Our diluted 2008 EPS estimate declines marginally 
to $1.52 from $1.55, and we are introducing our 2009 EPS estimate of $1.53. 

Valuation 

Our target price of $32.00 reflects a weighted valuation approach:  18x diluted 2009E EPS of 
$1.53 (12.5%), 2.0x 2009E BVPS of $19.12 (12.5%) and a target yield of 3.00% (75%), 
assuming 2009 dividends per share of $0.96. 

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 
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Table 3.  Consolidated Summary Sheet 
2-Nov-07 Karen J. Taylor
Current Price: $27.27 BMO Capital Markets
12-Month Target Price: $32.00
ROR: 20.4% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.37 $1.54 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.35 $1.52 $1.53
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.09 $0.08 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.15 $0.15

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.18 $0.09
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.25 $0.23 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.60 $0.50 $0.56
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.26 $0.59 $0.58

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.43) ($0.39)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92 $0.96
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.0% 59.4% 61.5%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0 158.3
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.21 17.86 19.12

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - - -

Price:  Current - - - - - $27.27 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - - -

P/E Ratio:  Current - - - - - 19.9 17.7 1
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - - -

Price/Book Value:  Current - - - - - 1.58 1.53 1.43
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - - -

Yield:  Current - - - - - 3.01% 3.36% 3.50%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 122.9 687.4 1,255.1
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 5,238.7 5,142.0 4,951.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 64.5 60.0 60.0
Shareholders' Equity 584.2

7.6

624.6 1,000.1 1,213.4 1,268.6 2,646.3 2,752.6 3,107.5
1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,318.6 9,888.1 10,620.0

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 1.3% 7.0% 11.8%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 56.2% 52.0% 46.6%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.8% 4.5%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3% 1.2%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.5% 6.0%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.6% 0.6%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.4% 27.8% 29.3%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 182.0 237.2 246.0

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 494.2 574.4 599.6

Year Ending December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    20  0.84   3.0     59  16.54   1.7     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   8.6  11.4  17.2

10 Year:   9.3   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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FTS - Rating as of 22-Nov-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
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** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Q3/07 EPS in Line With Expectations 
   

Impact  Neutral 
   

Details & Analysis  Fortis reported Q3/07 EPS of $0.20, slightly higher than our estimate of
$0.19 and slightly lower than a mean estimate of $0.21.  Results were
largely in line with expectations.  We note the following:  (i) the 
contribution from FortisAlberta and FortisBC were moderately higher than
expected, due to higher taxation recoveries at FortisAlberta and stronger
than expected customer growth at FortisBC; these gains were partially 
offset by: (ii) lower contribution from the non-regulated power generation 
segment, arising from lower quarter-over-quarter hydrological conditions 
in Ontario and Belize; and (iii) higher than expected unallocated Corporate
costs.  Although we continue to review the comprehensive release, there 
does not appear to be any significant one-time items or adjustments. We 
rate the shares of Fortis Inc. Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    20  0.84   3.0     59  16.54   1.7     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   8.6  11.4  17.2

10 Year:   9.3   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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FTS - Rating as of 22-Nov-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed onto, persons described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Q3/07 Results: Weakened Credit Metrics Are 
Expected to Improve in Coming Quarters 
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Event 

Fortis Inc. (Fortis) released Q3/07 results. 
 
Impact 

Neutral. 
 
Key Points 

Fortis Inc.’s Q3/07 earnings were impacted by its $3.7 billion acquisition of
Terasen Inc. in Q2/07. On an earnings per share basis, results were largely in 
line with expectations. FFO of $145.7 million in Q3/07 was more than double
the $68.2 million realized in Q3/06. However, the company’s credit metrics
were weak in the third quarter and are expected to remain so until the full-year 
cash flow impact of its Terasen Inc. acquisition is realized. Debt issues
undertaken by Fortis Inc. and its regulated subsidiaries in Q3/07 pushed debt
outstanding marginally higher in the quarter, but consolidated liquidity remains 
adequate for its operational, capital requirement and refinancing needs. 

 
Recommendation 
We believe the credit profile of Fortis continues to strengthen and will improve
further with the added diversity of regulated cash flows provided by the 
Terasen Inc. acquisition. The company’s only Canadian dollar issue ($100 
million due in 2010) limits the opportunity for investors to pursue relative
value trades along the issuer’s credit curve, and the relative illiquid nature of
the paper is a pricing consideration. Nevertheless, we view Fortis Inc. as a good
buy and hold exposure. Along with other utilities, Fortis Inc.’s 5-year 
indicative spreads have softened recently but are largely in line with those of
other regulated utilities in the sector. 
 
Senior Unsecured Debt Ratings 

DBRS 
BBB (high) 
S table 
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A- 
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Details & Analysis 

Earnings and Cash Flow  
Fortis Inc.’s Q3/07 earnings were impacted by its $3.7 billion acquisition of Terasen Inc. in 
Q2/07. Despite higher operating income of $41 million in Q3/07 versus Q3/06, higher financing 
costs largely associated with the Terasen Inc. acquisition (of $48.3 million), compared to the 
same period a year earlier, contributed to a $6.5 million drop in net earnings to $32.3 million in 
Q3/07. We note the higher earnings from the Terasen Inc. acquisition will not be materially 
realized until the fourth quarter of 2007. Due to the seasonal nature of its gas distribution 
businesses, Terasen Inc. effectively realizes all its earnings in the first and fourth quarters. 
Highlighting the seasonal nature of its business, Terasen reported a net loss of $3.7 million for 
Q3/07. 

On an earnings per share basis, Fortis Inc.’s results were largely in line with expectations. The 
company reported Q3/07 EPS of $0.20, slightly higher than BMO Capital Markets’ equity 
research estimate of $0.19 and slightly lower than a mean estimate of $0.21.  With respect to 
the earnings we note: 

• the contribution from FortisAlberta and FortisBC were moderately higher than 
expected, due to higher taxation recoveries at FortisAlberta and stronger-than-
expected customer growth at FortisBC; and  

the gains from FortisAlberta and FortisBC were partially offset by: 

• a lower contribution from the non-regulated power generation segment, arising from 
lower quarter-over-quarter hydrological conditions in Ontario and Belize; and  

• higher-than-expected unallocated corporate costs.  

For a more detailed review of Fortis Inc.’s Q3/07 earnings results, refer to BMO Capital 
Markets equity analyst Karen Taylor’s equity comment on Fortis Inc, published November 2, 
2007. 

As was the case in Q2/07, funds from operations (FFO) moved higher in Q3/07 compared to the 
corresponding period a year earlier. FFO of $145.7 million in Q3/07 was more than double the 
$68.2 million realised in Q3/06. The improved cash flows reflect in part business acquisitions 
undertaken in the past year; however, they were insufficient to fund capital outlays in the 
quarter. The company realized negative free cash flow (FFO less capital expenditure and 
dividends) of $86.8 million in the quarter as it undertook capital expenditures net of customer 
contributions of $195.4 million and made distributions of $37.1 million. The shortfall was met 
through an increase in short-term borrowings and proceeds from long-term debt issues 
undertaken in the quarter.  

Fortis’ large capital expenditure program will dominate cash flows outlays and financing 
activities for the next few years at least, with negative free cash flow expected to be the norm. 
In the next five years, gross consolidated electric utility expenditure of close to $4 billion is 
expected. 

http://research-ca.bmocapitalmarkets.com/documents/82391C0C-CC3C-4977-89E1-B73187BD0918.PDF
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As expected, Fortis Inc.’s cash flow credit metrics were weak in the third quarter and are 
expected to remain so until the full-year cash flow impact of its Terasen Inc. acquisition is 
realized. Unadjusted FFO gross interest coverage on a rolling 12-month basis to September 30, 
2007, of 2.7x was marginally below the 2.8x in Q2/07 and for fiscal 2006. The bigger impact of 
the Terasen Inc. acquisition is on the FFO-to-total-debt ratio, which was 8% for the 12 months 
to September 30, 2007, down from 11% in 2006. We expect the ratio to improve over the next 
12 months to levels similar to its recent past as cash flow received from its Terasen Inc. 
subsidiary are matched against the higher debt levels incurred when acquiring the subsidiary. 
Despite an expected improvement, we expect the ratio to remain on the low side for some time 
as the company continues to partially debt finance expansion of its electricity network asset 
bases with a delay in receipt of regulated cash flows from the assets constructed. 

Chart 1: Fortis Inc. Cash Flow Credit Metrics on a Rolling 12-Month Basis 

Fortis Inc.
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Capital Structure and Liquidity 

Debt issues undertaken by Fortis Inc. and its regulated subsidiaries (Newfoundland Power, 
FortisBC and Caribbean Utilities) in Q3/07 pushed debt outstanding higher in the quarter. The 
company’s total debt commitments at September of $5.4 billion were up from $5.2 billion at the 
half-year with the $449.4 million in proceeds from the issuance undertaken in the quarter used 
in part to reduce outstanding debt under credit facilities. The vast majority of Fortis’ 
consolidated debt, about 95%, resides at the company’s various subsidiaries. Debt at the 
holding company level comprises: 

• a $100 million of senior unsecured debentures maturing 2010; 

• US$150 million senior unsecured notes maturing 2014; 

• US$200 million senior unsecured notes maturing 2037 (issued September 6, 2007); 
and 
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• US$60 million in unsecured subordinated convertible debentures due between 2012 
and 2016.  

Leverage, as measured by total debt to total capital and treating the preference shares as equity, 
is expected to settle about the company’s target level of 60%; but at the end of Q3/07 it was 
marginally over the targeted level at 63.5%, largely unchanged from Q2/06. 

Fortis’ consolidated liquidity remains adequate for its operational, capital requirement and 
refinancing needs. At the end of Q3/07 the company had $1.23 billion of available capacity 
under its $2.12 billion of credit facilities after drawdowns and outstanding letters of credit. The 
available capacity was $92 million more than at June 30, 2007. In addition, the company had 
cash and cash equivalents of $50.7 million, down from $63.5 million mid-year. Maturing debt 
commitments and amortizing debt repayments are manageable, with the company facing a 
maturing debt of $32 million at Newfoundland Power on December 16, 2007; a $188 million 
maturity at Terasen Gas in June 2008; and a $200 million maturing debt issue at Terasen Inc. 
due December 2008, which that is expected to be repaid on maturity. We note Terasen Gas 
undertook a $260 million MTN debt issue on October 2, 2007, to repay its maturing debt in 
October 2007. 

Credit Ratings 

Fortis’ corporate credit rating and senior unsecured debt issue rating benefited from the 
company’s recent acquisition of Terasen Inc.   

On June 19, 2007, Standard & Poor’s upgraded its corporate credit rating on Fortis Inc. one 
notch to A- and assigned a Stable outlook. Of greater significance was that the senior unsecured 
debt rating was upgraded two notches to A- from BBB. The rating on the senior unsecured debt 
had previously been rated a notch below the corporate credit rating to reflect its structurally 
subordinated position. Standard & Poor’s decision to depart from its previous treatment of the 
senior unsecured debt and equalize the senior unsecured debt rating with the corporate credit 
rating reflects the increasing diversification of the company and the financial separation among 
its investments. The agency has advised the rating upgrade of Fortis reflects: 

• the improved diversity resulting from the recent acquisition of Terasen Inc.;  

• the operation of each regulated subsidiary as a separate stand-alone entity with debt 
non-recourse to Fortis Inc.;  

• management's commitment to maintaining low levels of debt at the Fortis Inc. holding 
company level;  

• management's continuing focus on pursuing acquisitions in stable, regulated utilities; 
and  

• the success of key subsidiaries FortisBC and Fortis Alberta in executing their capital 
expansions.  

DBRS confirmed its ratings on Fortis on February 26, 2007, following its announced intention 
to acquire Terasen Inc. DBRS believes the transaction will have a positive impact on Fortis’s 
overall business risk profile as a result of the acquisition of stable, low-risk gas distribution 
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assets. From a financial risk perspective, DBRS expects a modest decline in consolidated 
interest coverage metrics, given the existing levels of debt at the acquired entities; however, it 
expects modest improvement in non-consolidated credit metrics, given that the transaction is 
predominantly equity financed, coupled with the historical strength of Terasen Gas Inc.’s 
dividends. Overall, DBRS views the predominantly equity-financed acquisition of regulated 
assets as a good strategic fit for Fortis and views the proposed transaction as credit neutral to 
slightly credit positive. 

Recommendation 

We believe the credit profile of Fortis continues to strengthen and will improve further with the 
added diversity of regulated cash flows provided by the recent Terasen Inc. acquisition. The 
company’s only Canadian dollar issue (a $100 million issue due 2010) limits the opportunity 
for investors to pursue relative value trades along the issuer’s credit curve, and the relative 
illiquid nature of its paper is a pricing consideration. Nevertheless, we view Fortis Inc. as a 
good buy and hold exposure. Along with other utilities, Fortis Inc.’s 5-year indicative spreads 
have softened recently but are largely in line with those of other regulated utilities in the sector. 
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Fortis Inc. 

Maturity Schedule  
Amount Issue Issue Outstandin

Compan
g 

y Coupon Maturity ($mm) Instrument Date Spread Callable CUSIP ($mm)
Newfoundland Power 11.88% 16-Dec-07 $40 First Mortgage 16-Dec-87 145.0 bps Make Whole (+ 75.0 bps) 651350BC3 $32
Terasen Gas Inc. 6.200% 2-Jun-08 $188 MTNs 21-Oct-97 80.0 bps Non-callable 05534ZAC0 $188
Terasen Inc. 6.300% 1-Dec-08 $200 MTNs 30-Nov-01 NA Make Whole (+ 27 bps) 11058ZAA8 $200
Terasen Gas Inc. 10.750% 8-Jun-09 $60 Debentures 8-Jun-89 NA Make Whole (+ 40 bps) 457452AH3 $60
FortisBC Inc. 6.75% 31-Jul-09 $50 Unsecured Debenture 19-Jul-02 NA Make Whole (+ 40.0 bps) NA $50
FortisBC Inc. 11.00% 1-Dec-09 $15 Secured Debenture 20-Dec-89 NA Make Whole (+ 50 bps) NA $5
Maritime Electric 12.00% 1-May-10 $15 First Mortgage 1-Jan-90 NA NA NA $15
Fortis Inc. 7.40% 25-Oct-10 $100 Debenture 25-Oct-00 175.0 bps Make Whole (+ 43.0 bps) 349553AB3 $100
FortisBC Inc. 9.65% 16-Oct-12 $15 Secured Debenture 16-Oct-92 NA Make Whole (+ 40.0 bps) NA $15
FortisBC Inc. 9.44% 31-Oct-13 $5 WPP Mortgage NA NA NA NA $5
Newfoundland Power 10.55% 1-Aug-14 $40 First Mortgage 9-Aug-89 117.0 bps Make Whole (+ 50.0 bps) 651350BD1 $32
Terasen Inc. 5.560% 15-Sep-14 $125 MTNs 15-Sep-04 93.0 bps Make Whole (+ 23 bps) 88079ZAB9 $125
Fortis Inc. 5.74% 31-Oct-14 US$150 Senior Note 28-Oct-04 NA NA NA US$150
FortisAlberta 5.33% 31-Oct-14 $200 Unsecured Debenture 25-Oct-04 75.0 bps Make Whole (+ 18 bps) 34957EAA9 $200
FortisBC Inc. 5.48% 28-Nov-14 $140 Unsecured Debenture 30-Nov-04 97.0 bps Make Whole (+ 24 bps) 34957UAA3 $140
Terasen Gas Inc. 11.800% 30-Sep-15 $75 Mortgage 3-Dec-90 NA Non-callable 05534RAA2 $75
FortisBC Inc. 8.77% 1-Feb-16 $25 Unsecured Debenture 1-Mar-96 NA Make Whole (+ 35.0 bps) NA $25
Newfoundland Power 10.90% 12-May-16 $40 First Mortgage 2-May-91 116.0 bps Make Whole (+ 50 bps) 651350BE9 $34
Maritime Electric 11.50% 15-Aug-16 $12 First Mortgage 1-Jan-91 NA NA NA $12
Terasen Gas Inc. 10.300% 30-Sep-16 $200 Mortgage 21-Nov-91 104.0 bps Make Whole (+ 35 bps) 05534RAB0 $200
Maritime Electric 8.55% 7-Dec-18 $15 First Mortgage 7-Dec-93 NA NA NA $15
Newfoundland Power 9.00% 1-Oct-20 $40 First Mortgage 1-Oct-92 93.0 bps Make Whole (+ 40.0 bps) 651350BG4 $35
FortisBC Inc. 7.81% 1-Dec-21 $25 Unsecured Debenture 1-Jun-97 NA Make Whole (+ 25.0 bps) NA $25
Newfoundland Power 10.13% 15-Jun-22 $40 First Mortgage 15-Jun-92 112.0 bps Make Whole (+ 37.5 bps) 651350BF6 $34
FortisBC Inc. 8.80% 28-Aug-23 $25 Secured Debenture 30-Nov-93 NA Make Whole (+ 40.0 bps) 95358DAA7 $25
Maritime Electric 7.57% 22-Dec-25 $15 First Mortgage 22-Dec-00 NA NA NA $15
Newfoundland Power 8.90% 7-May-26 $40 First Mortgage 7-May-96 68.0 bps Make Whole (+ 20 bps) 651350BH2 $36
Maritime Electric 8.63% 15-Jan-27 $15 First Mortgage 15-Jan-97 NA NA NA $15
Newfoundland Power 6.80% 20-Nov-28 $50 First Mortgage 20-Nov-98 130.0 bps Make Whole (+ 30 bps) 651350BJ8 $46
Terasen Gas Inc. 6.950% 21-Sep-29 $150 MTNs 21-Sep-99 112.0 bps Make Whole (+ 28 bps) 05534ZAF3 $150
Maritime Electric 8.92% 3-Jul-31 $20 First Mortgage 3-Jul-96 NA NA NA $20
Newfoundland Power 7.52% 1-Nov-32 $75 First Mortgage 31-Oct-02 185.5 bps Make Whole (+ 46 bps) 651350BK5 $72
Terasen Gas Inc. 6.500% 1-May-34 $150 MTNs 29-Apr-04 127.0 bps Make Whole (+ 31 bps) 88078ZAB0 $150
FortisAlberta 6.22% 31-Oct-34 $200 Unsecured Debenture 25-Oct-04 115.0 bps Make Whole (+ 28 bps) 34957EAB7 $200
Terasen Gas Inc. 5.900% 26-Feb-35 $150 MTNs 25-Feb-05 118.0 bps Make Whole (+ 29 bps) 88078ZAC8 $150
Newfoundland Power 5.44% 15-Aug-35 $60 First Mortgage 15-Aug-05 NA NA NA $59
FortisBC Inc. 5.60% 9-Nov-35 $100 Unsecured Debenture 10-Nov-05 120.0 bps Make Whole ( + 30 bps) 34957UAB1 $100
FortisAlberta 5.40% 21-Apr-36 $100 Unsecured Debenture 21-Apr-06 100.0 bps Make Whole ( + 25 bps) 34957EAC5 $100
Terasen Gas Inc. 5.550% 25-Sep-36 $120 MTNs 25-Sep-06 136.0 bps Make whole ( + 34 bps) 88078ZAE4 $120
Newfoundland Power 5.901% 17-Aug-37 $70 First Mortgage 17-Aug-07 NA Make Whole (+35 bps) EG7385503 $70
Fortis Inc. 6.600% 1-Sep-37 US$200 Senior Unsecured Note 6-Sep-07 NA NA NA US$200
Terasen Gas Inc. 6.000% 2-Oct-37 $250 MTNs 2-Oct-07 148.0 bps Make Whole ( +37 bps) 88078ZAF1 $250
Terasen Inc. 8.000% 19-Apr-40 $125 Subordinated Debentures 19-Apr-00 235.0 bps Make Whole (+ 55 bps) 05534KAA7 $125
FortisAlberta 4.99% 3-Jan-47 $110 Unsecured Debenture 3-Jan-07 97.0 bps Make Whole ( + 24 bps) 34957ZAA2 $110
FortisBC Inc. 5.90% 4-Jul-47 $105 Unsecured Debenture 4-Jul-07 125.0 bps Make Whole ( + 31 bps) 34957UAC9 $105

 
Ownership Structure 

Widely Held. 

 
Credit Facilities ($mm)  Corp. Lease Schedule ($mm) at 12/31/2006 

Facility
Company Size Q3/07 Q2/07 Maturity Type

Fortis  Inc.* $2,119.2 $1,126.7 $1,034.8 Lines of Credit

*Represents the consolidated authorized lines of credit of Fortis Inc. and its subsidiaries.

Amount Available Capital Operating
Lease  Lease Lease 

Year Payments Payments Receipts
2007 2.6 5.6
2008 2.6 5.1
2009 2.6 5.1
2010 2.6 3.8
2011 2.6 3.8

Thereafter 55.4 16.3
*Capital lease payments are related to the agreement 
entered into by FortisBC for the operation of BTS.  
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Pension Summary  

Other Benefit Plans
FY 2006 FY 2005 FY 2006 FY 2005
($mm) ($mm) ($mm) ($mm)

Accrued Benefit Obligation 413.4 389.8 125.2 116.5
Plan Assets 390.6 349.9 -             -              

Funded Status (22.8) (39.8) (125.2) (116.5)
Accrued Benefit Asset (Liability) 
  Net of Valuation Allowance 102.0 97.2 63.7 (53.6)

Discount Rate 5-5.25% 6-6.25% 6-6.25% 6-6.25%
Expected Long-term Rate of 
  of Return on Assets 6.5-7.5% 7-7.5% NA NA
Rate of Future Increase in 
  Compensation 3.5-4.0% 3.5-4.5% 3.5-4.5% 3.5-4.5%

Pension  Benefit Plans

 

 
Historical Ratings 

DBRS   S&P Moody's
Rating Trend Date Rating Trend Date Rating Trend Date
BBB (high) Stable 5-Nov-03 A- Stable 19-Jun-07 Not Rated
BBB (high) Under Review - Developing 16-Sep-03 BBB Credit Watch Positive 26-Feb-07
BBB (high) Stable 6-Oct-00 BBB Stable 7-Dec-05

BBB Negative 7-Jan-04
BBB Credit Watch Negative 22-Sep-03

Senior Unsecured Rating - Fortis
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2008/09 Rate Settlement Agreement Filed 
   

Impact  Neutral 
   

Details & Analysis  FortisAlberta (100% - Fortis Inc.) has announced that it has filed a 
Negotiated Settlement Agreement (NSA) with the Alberta Energy and
Utilities Board (AEUB) regarding its 2008 and 2009 revenue requirement 
application.  The Settlement Agreement, if approved, would result in 2008
and 2009 distribution rate increases of 6.8% and 7.3%, respectively.  We
have not yet reviewed the NSA; however, we do not expect it to materially 
change our outlook for FortisAlberta in 2008 and 2009.  Capital
expenditures are expected to total $600 million, prior to customer
contributions, over the term of the NSA, consistent with our current
outlook.  The Settlement Agreement is supported by representatives of all 
segments of FortisAlberta’s customer base, including residential, farm,
commercial, and industrial classes.  No change in view.  We rate the
shares of Fortis Inc. Outperform. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.42    20  0.84   3.0     59  16.54   1.7     9

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   8.6  11.4  17.2

10 Year:   9.3   6.7  10.3
20 Year:   5.1   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q2/2007.
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FTS - Rating as of 23-Nov-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed onto, persons described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 7. 
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(FY-Dec.) 2006A 2007E 2008E 2009E 
EPS $1.33  $1.34↓ $1.51↓ $1.53 
P/E  20.5x 18.2x 18.0x 
 
CFPS $2.70  $3.71  $3.76  $3.80 
P/CFPS  7.4x 7.3x 7.2x 
 
Div.  $0.67 $0.82 $0.92 $0.96 
EV ($mm) $5,758 $9,868 $10,907 $11,405 
EBITDA ($mm) $531 $895 $1,136 $1,185 
EV/EBITDA 10.9x 11.0x 9.6x 9.6x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.20a $0.42↓
2008E $0.58↓ $0.29↓ $0.21↓ $0.44↓
 
Dividend $0.84 Yield 3.1% 
Book Value $16.47 Price/Book 1.7x 
Shares O/S (mm) 154.9 Mkt. Cap ($mm) $4,260 
Float O/S (mm) 154.9 Float Cap ($mm) $4,260 
Wkly Vol (000s) 1,895 Wkly $ Vol (mm) $51.7 
Net Debt ($mm) $6,197.2 Next Rep. Date 1-Feb (E) 

Rate Filings - FortisAB and Maritime Electric; 
Outperform Rating Unchanged 
 

Event 
On October 18, Maritime Electric (100% - Fortis Inc.) filed an application for
rates, tolls and charges for electric service for the period April 1, 2008, to March 
31, 2009, with the Island Regulatory and Appeals Commission (IRAC).  The 
key performance metrics of that application are set out herein and are reflected
in our estimates.  On November 2, FortisAlberta (100% - Fortis Inc.) filed a 
Settlement Brief with the Alberta Energy and Utilities Board (AEUB) seeking
approval of a Negotiated Settlement Agreement for 2008 and 2009 distribution
tariffs.  The key components of this Negotiated Settlement Agreement are set
out herein and are reflected in our estimates. 
 
Impact 

Neutral. 
 
Forecasts 
We have incorporated each application/filing in our estimates for Maritime
Electric and FortisAlberta.  Our diluted 2007 and 2008 EPS estimates decline by
$0.01 per share to $1.34 and $1.51, respectively.  Our diluted 2009 EPS
estimate of $1.53 is unchanged. 
 
Valuation 
Our target price reflects a weighted valuation approach:  18x diluted 2009E EPS
of $1.53 (12.5%), 2.0x 2009E BVPS of $19.10 (12.5%) and a target yield of
3.00 (75%), assuming 2009 dividends per share of $0.96. 
 
Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.37; 2008E: $1.58; 2009E: $1.60 

 
 Changes Annual EPS  Quarterly EPS

 2007E $1.35 to $1.34     Q4/07E $0.43 to $0.42 Q1/08E $0.59 to $0.58    
 2008E $1.52 to $1.51         Q2/08E $0.29 to $0.29  
             Q3/08E $0.22 to $0.21    
     Q4/08E $0.45 to $0.44 
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Details & Analysis 

On October 18, Maritime Electric (100% - Fortis Inc.) filed an application for rates, tolls and 
charges for electric service for the period April 1, 2008, to March 31, 2009, with the Island 
Regulatory and Appeals Commission (IRAC).  The key performance metrics of that application 
are set out below and are reflected in our estimates.  On November 2, FortisAlberta (100% - 
Fortis Inc.) filed a Settlement Brief with the Alberta Energy and Utilities Board (AEUB) 
seeking approval of a Negotiated Settlement Agreement for 2008 and 2009 distribution tariffs.  
The key components of this Negotiated Settlement Agreement are set out below and are 
reflected in our estimates. 

FortisAlberta Negotiated Settlement Agreement (NSA) 

The Negotiated Settlement Agreement contains the following key highlights: 

• 2008 and 2009 distribution revenue requirement of $256.2 million and $280.8 million, 
respectively. 

• Under the NSA, the annualized rate increases for 2008 and 2009 are 6.8% and 7.3%, 
respectively. 

• Estimated 2008 and 2009 capital expenditures are $257.3 million and $297.0 million, 
respectively, versus $274.6 million and $315.2 million as per the June 1, 2007, Distribution 
Tariff Application (DTA) filed with the AEUB. 

• There were no matters arising from the 2008/09 DTA left unresolved among the settlement 
parties; all elements of the 2008/09 NSA have been accepted on a unanimous basis by the 
signatory parties. 

• Mid-year 2008 and 2009 rate bases are $1,125.5 million and $1,335.8 million versus 
$1,144.4 million and $1,373.5 million as per the June 1, 2007 DTA. 

• Thirty-seven per cent deemed equity and an allowed ROE for 2008 and 2009 to be 
determined based on the AEUB’s generic cost of capital decision, set annually. 

Maritime Electric Application for Rates, Tolls and Charges April 1, 
2008, to March 31, 2009 

The Application contains the following key highlights: 

• Increase in basic rates of 1.8% on April 1, 2008. 

• Total rate increase of 9.7% for Rural Residential customers reflecting higher forecast 
energy costs and the continued operation of the Energy Cost Adjustment Mechanism. 

• The utility expects to file a report in mid-2008 to re-base the Energy Cost Adjustment 
Mechanism (ECAM) to bring the base rate of $0.0673/kWh more in line with current 
market based pricing.  The ECAM is designed to collect energy costs above or below the 
base rate and deposit the balance (positive or negative) on the Balance Sheet for collection 
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for/return to customers over a rolling 12-month basis.  Current supply costs are above the 
current base rate and resulted in a large receivable on the utility’s financial statements, 
creating significant pressure on the capital structure, as these costs must be funded through 
debt (short-term borrowing) until they are recovered from customers. 

• Energy costs incurred but not recovered from customers prior to 2004 total $15.284 million 
as at December 31, 2006.  In accordance with a prior regulatory decision, the utility is 
proposing to amortize $2 million of the deferred Costs Recoverable From Customers in 
2008. 

• Return on equity of 10% in 2008 and deemed equity of 40–45%.  Actual common equity in 
2008 is estimated to be 41.3% versus 41.1% in 2007 and 40.8% in 2006. 

• Capital expenditures of $18.412 million, as previously approved by the IRAC. 

• Average year-end utility rate base of $276.823 million in 2008 versus $254.362 million in 
2007. 

Estimates 

We have incorporated each application/filing in our estimates for Maritime Electric and 
FortisAlberta.  Our diluted 2007 and 2008 EPS estimates decline by $0.01 per share to $1.34 
and $1.51, respectively.  Our diluted 2009 EPS estimate of $1.53 is unchanged. 

Valuation 

Our target price reflects a weighted valuation approach:  18x diluted 2009E EPS of $1.53 
(12.5%), 2.0x 2009E BVPS of $19.10 (12.5%) and a target yield of 3.00 (75%), assuming 2009 
dividends per share of $0.96. 

Recommendation 

We believe that the shares are attractively valued at current levels.  Our rating is Outperform. 



BMO Capital Markets Fortis Inc. 
 

Page 4 • November 12, 2007     

Table 1.  Consolidated Summary Sheet 

12-Nov-07 Karen J. Taylor
Current Price: $27.31 BMO Capital Markets
12-Month Target Price: $32.00
ROR: 20.5% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.34 $1.51 $1.53
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $0.07 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.15 $0.15

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.18 $0.09
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.25 $0.23 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.60 $0.49 $0.56
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.26 $0.59 $0.58

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.43) ($0.39)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92 $0.96
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.4% 59.7% 61.5%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0 158.3
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.20 17.84 19.10

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - - -

Price:  Current - - - - - $27.31 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - - -

P/E Ratio:  Current - - - - - 20.1 17.8 17.6
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - - -

Price/Book Value:  Current - - - - - 1.59 1.53 1.43
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - - -

Yield:  Current - - - - - 3.00% 3.35% 3.50%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 124.5 673.8 1,225.5
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 5,238.7 5,142.0 4,951.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 64.5 60.0 60.0
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,645.1 2,750.2 3,104.7

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,318.9 9,872.1 10,587.6
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 1.3% 6.8% 11.6%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 56.2% 52.1% 46.8%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.8% 4.5%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3% 1.2%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.5% 6.1%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.6% 0.6%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.4% 27.9% 29.3%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 180.7 236.0 245.7

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 492.6 572.3 597.4

Year Ending December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    23  0.84   3.0     67  16.47   1.7     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.8  11.4  17.1

10 Year:   7.9   6.7  10.2
20 Year:   4.4   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 30-Nov-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94

1.0
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Stock Rating: Outperform  
Stock Price: $27.09 
Target Price: $32.00 
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Brief Research Note 
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Karen Taylor, CFA 
(416) 359-4304 
Karen.Taylor@bmo.com 
Assoc: Benjamin Pham 
 

 

BCUC Conditionally Approves LNG Storage Facility 
   

Impact  Neutral 
   

Details & Analysis  The British Columbia Utilities Commission (BCUC) has issued an Order
conditionally approving an application by Terasen Gas (Vancouver Island) 
Inc. (TGVI, 100% - Fortis Inc.) to build, own and operate a $200 million 
liquefied natural gas (LNG) storage facility, and an application by Terasen
Gas Inc. (TGI, 100% - Fortis Inc.) to execute a storage and delivery 
agreement relating the facility.  The proposed LNG storage facility has a 
target in-service date of late 2011 and construction is expected to
commence in April 2008.  The Commission denied TGVI’s application for
a 50 basis point premium to its return on equity for the project.  We note 
that: (i) the project is fully reflected in our outlook for Fortis Inc.; and (ii)
we did not assume that the ROE premium would be approved. No change
in view.  We rate the shares of Fortis Inc. Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    23  0.84   3.0     67  16.47   1.7     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.8  11.4  17.1

10 Year:   7.9   6.7  10.2
20 Year:   4.4   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 6-Dec-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed onto, persons described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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2008 ROE Updated; Price (29-Nov) $27.05 52-Week High $30.00 
Target Price $32.00  52-Week Low $24.50 
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(FY-Dec.) 2006A 2007E 2008E 2009E 
EPS $1.33  $1.34  $1.51  $1.53 
P/E  20.2x 17.9x 17.7x 
 
CFPS $2.70  $3.70  $3.72  $3.77 
P/CFPS  7.3x 7.3x 7.2x 
 
Div.  $0.67 $0.82 $0.92 $0.96 
EV ($mm) $5,758 $9,799 $10,812 $11,291 
EBITDA ($mm) $531 $894 $1,134 $1,180 
EV/EBITDA 10.9x 11.0x 9.5x 9.6x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.20a $0.42 
2008E $0.58  $0.29  $0.21  $0.44 
 
Dividend $0.84 Yield 3.1% 
Book Value $16.47 Price/Book 1.6x 
Shares O/S (mm) 154.9 Mkt. Cap ($mm) $4,190 
Float O/S (mm) 154.9 Float Cap ($mm) $4,190 
Wkly Vol (000s) 1,879 Wkly $ Vol (mm) $51.2 
Net Debt ($mm) $6,198.8 Next Rep. Date 1-Feb (E) 

Outperform Rating Unchanged 
 
Event 
On November 22, the British Columbia Utilities Commission (BCUC) issued a
Decision in which it established the return on Common Equity for Low-Risk 
Benchmark Utility for the Year 2008.  A number of the wholly owned utility 
operations of Fortis Inc. are subject to this determination, as follows:  (i)
Terasen Gas Inc. is the Benchmark Utility and is therefore permitted an allowed 
ROE for 2008 of 8.62%; (ii) Terasen Gas Vancouver Island is allowed the
Benchmark Return plus a 70 basis point risk premium or 9.32% for 2008; and
(iii) FortisBC is allowed the Benchmark Return plus a 40 basis point risk
premium or 9.02% for 2008.  The utility operation of FortisAlberta is also
subject to a Generic Cost of Capital determination; however, this metric is to be 
established by the Alberta Energy and Utility Board (AEUB) and has not yet
been released.  We believe that the AEUB’s Generic Cost of Capital for 2008 is
likely to be approximately 8.75%. 
 
Impact 

Neutral. 
 
Forecasts 
We have reflected the updated allowed ROEs in our outlook for Fortis.  In most
cases, utility performance is subject to Settlement Agreements and incentive
returns are assumed.  Our diluted 2008 and 2009 EPS estimates are therefore
unchanged. 
 
Valuation 
Our target price reflects a weighted valuation approach:  18x diluted 2009 EPS
of $1.53 (12.5%), 2.0x 2009E BVPS of $19.10 (12.5%) and a target yield of
3.00% (75%), assuming 2009 dividends per share of $0.96. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.37; 2008E: $1.58; 2009E: $1.60  

Recommendation 
We believe that the shares are attractively valued at current levels.  Our rating is
Outperform. 
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Table 1.  Consolidated Summary Sheet 

30-Nov-07 Karen J. Taylor
Current Price: $27.02 BMO Capital Markets
12-Month Target Price: $32.00
ROR: 21.8% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.34 $1.51 $1.53
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $0.07 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.15 $0.15

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.18 $0.09
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.25 $0.23 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.60 $0.49 $0.56
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.26 $0.59 $0.58

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.43) ($0.39)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $0.92 $0.96
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.4% 59.7% 61.5%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0 158.3
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.20 17.84 19.10

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - - -

Price:  Current - - - - - $27.02 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - - -

P/E Ratio:  Current - - - - - 19.9 17.6 17.4
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - - -

Price/Book Value:  Current - - - - - 1.57 1.51 1.41
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - - -

Yield:  Current - - - - - 3.03% 3.39% 3.53%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 124.5 673.8 1,225.5
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 5,238.7 5,142.0 4,951.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 64.5 60.0 60.0
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,645.1 2,750.2 3,104.7

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,318.9 9,872.1 10,587.6
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 1.3% 6.8% 11.6%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 56.2% 52.1% 46.8%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.8% 4.5%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3% 1.2%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.5% 6.1%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.6% 0.6%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.4% 27.9% 29.3%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 180.7 236.0 245.7

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 492.6 572.3 597.4

Year Ending December 31

 

Source:  BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(NC.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    23  0.84   3.0     67  16.47   1.7     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.8  11.4  17.1

10 Year:   7.9   6.7  10.2
20 Year:   4.4   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 20-Dec-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 49% 49% 
Hold Market Perform 50% 46% 45% 
Sell Underperform 8% 5% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
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** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Quarterly Dividend Increased 19% 
   

Impact  Positive 
   

Details & Analysis  Fortis Inc. has announced that it is increasing its quarterly dividend by
19% to $0.25 per share versus $0.21 per share currently. The dividend is
payable on March 1, 2008, to shareholders of record at the close of 
business on February 8, 2008.  The dividend increase is one quarter earlier
than expected and $0.015 higher than our estimate of the increased
dividend of $0.235 per share.  No change in view.  We continue to rate the 
shares Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(NC.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    22  0.84   3.1     67  16.47   1.6     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.8  11.4  17.1

10 Year:   7.9   6.7  10.2
20 Year:   4.4   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 29-Dec-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed onto, persons described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Price (10-Dec) $28.11 52-Week High $30.00 
Target Price $32.50↑ 52-Week Low $24.50 
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(FY-Dec.) 2006A 2007E 2008E 2009E 
EPS $1.33  $1.34  $1.51  $1.53 
P/E  21.0x 18.6x 18.4x 
 
CFPS $2.70  $3.70  $3.72  $3.77 
P/CFPS  7.6x 7.6x 7.5x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,758 $9,984 $11,026 $11,511 
EBITDA ($mm) $531 $893 $1,134 $1,180 
E
 

V/EBITDA 10.9x 11.2x 9.7x 9.8x 

Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007E $0.40a $0.31a $0.20a $0.42 
2008E $0.58  $0.29  $0.21  $0.44 
 
Dividend $1.00 Yield 3.6% 
Book Value $16.47 Price/Book 1.7x 
Shares O/S (mm) 154.9 Mkt. Cap ($mm) $4,354 
Float O/S (mm) 154.9 Float Cap ($mm) $4,354 
Wkly Vol (000s) 1,905 Wkly $ Vol (mm) $51.9 
Net Debt ($mm) $6,198.8 Next Rep. Date 1-Feb (E) 

Quarterly Dividend Increased 19%; 
Outperform Rating Unchanged 
 

Event 
Fortis Inc. has announced that it is increasing its quarterly dividend by 19% to
$0.25 per share versus $0.21 per share currently. The dividend is payable on
March 1, 2008, to shareholders of record at the close of business on February 8,
2008.  The dividend increase is one quarter earlier than expected and $0.015
higher than our estimate of the increased dividend of $0.235 per share.  The new 
annualized common share dividend is $1.00 versus $0.84 previously.  We now 
expect a $0.01 increase in the quarterly dividend to $0.26 per share from the
new rate of $0.25 per share, beginning in the first quarter of 2009. 
 
Impact 

Positive. 
 
Forecasts 
Our diluted 2007, 2008, and 2009 EPS estimates of $1.34, $1.51 and $1.53,
respectively, are unchanged. 
 
Valuation 
Our revised target price of $32.50 reflects a weighted valuation approach: 18x
diluted 2009 EPS of $1.53 (12.5%), 1.75x 2009E BVPS of $18.94 (12.5%) and
a target yield of 3.15% (75%), assuming 2009 dividends per share of $1.04. 
 
Recommendation 
We believe that the shares are attractively valued at current levels.  We continue
to rate the shares Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.36; 2008E: $1.58; 2009E: $1.60 

 
 

Changes   Target
                 $32.00 to $32.50 
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Table 1. Consolidated Summary Sheet 

11-Dec-07 Karen J. Taylor
Current Price: $28.34 BMO Capital Markets
12-Month Target Price: $32.50
ROR: 18.2% Recommendation: Outperform

2002 2003 2004 2005 2006 2007E 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.34 $1.51 $1.53
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $0.07 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.14 $0.15 $0.15

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.18 $0.09
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.25 $0.23 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.60 $0.49 $0.56
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.26 $0.59 $0.58

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.43) ($0.39)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.4% 65.2% 67.0%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 133.1 154.0 158.3
Net Book Value 8.72 8.98 10.47 11.76 12.19 17.20 17.76 18.94

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 - - -

Price:  Current - - - - - $28.34 -
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 - - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 - - -

P/E Ratio:  Current - - - - - 20.9 18.5 18.3
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 - - -

Price/Book Value:  Current - - - - - 1.65 1.60 1.50
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% - - -

Yield:  Current - - - - - 2.89% 3.53% 3.67%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 124.5 686.9 1,252.1
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 5,238.7 5,142.0 4,951.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 475.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 130.5 130.5 130.5
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 64.5 60.0 60.0
Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,645.1 2,737.1 3,078.1

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,318.9 9,872.1 10,587.7
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 1.3% 7.0% 11.8%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 56.2% 52.1% 46.8%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 5.1% 4.8% 4.5%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.4% 1.3% 1.2%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.5% 6.1%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.6% 0.6%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 28.4% 27.7% 29.1%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.2 180.7 236.0 245.7

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 492.6 572.3 597.4

Year Ending December 31

 

Source: BMO Capital Markets 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(NC.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    22  0.84   3.1     67  16.47   1.6     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.8  11.4  17.1

10 Year:   7.9   6.7  10.2
20 Year:   4.4   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 29-Dec-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94

1.0

1.5
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets 
Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of Montreal or their 
affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report and are subject to 
change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and 
contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any 
use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  The 
information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not 
be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not  an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking 
services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a 
principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related 
securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 



BMO Capital Markets Fortis Inc. 
 

 

 Page 5 • December 12, 2007      

Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include: Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
FortisOntario (100%, Fort Erie, Ontario), Belize Electricity 
(68%, Belize), Caribbean Utilities (54%, Grand Cayman 
Island), Turks and Caicos (100%, Turks and Caicos), 

FortisAlberta (100%, Alberta) and FortisBC (100%, British 
Columbia). Website: fortisinc.com 
Recent Results – Fortis reported Q3/07 EPS of $0.20 versus 
our expectation of $0.19 and a mean estimate of $0.21. We 
note the following: the contributions from FortisAlberta and 
FortisBC were moderately higher than expected, due to 
higher taxation recoveries at FortisAlberta and stronger-
than-expected customer growth at FortisBC. These gains 
were partially offset by: (i) lower contribution from the non-

           (FY-Dec.) 2006A 2007E 2008E 2009E
 

Price (29-Nov) $27.05 52-Week High $30.00 EPS  $1.33 $1.34 $1.51 $1.53 
Target Price $32.00 52-Week Low $24.50 P/E  20.2x 17.9x 17.7x 
 

Dividend $0.84 Book Value $16.47 CFPS  $2.70 $3.70 $3.72 $3.77 
Yield 3.1% Price/Book 1.6x P/CFPS  7.3x 7.3x 7.2x 
 

Shares O/S (mm) 154.9 Mkt. Cap ($mm) $4,190 Div.  $0.67 $0.82 $0.92 $0.96 
Float O/S (mm) 154.9 Float Cap ($mm) $4,190 EV ($mm) $5,758 $9,799 $10,812 $11,291 
Wkly Vol (000s) 1,879 Wkly $ Vol (mm) $51.3 EBITDA ($mm) $531 $894 $1,134 $1,180 
Net Debt ($mm) $6,199 Next Rep. Date 1-Feb  (E) EV/EBITDA  10.9x 11.0x 9.5x 9.6x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 11.3% 6.8% 8.6% 7.9% 
2006A $0.35  $0.33  $0.37  $0.33 Book Value ($) $12.19  $17.20  $17.84  $19.10  
2007E $0.40 a $0.31 a $0.20 a $0.42 D/Tot. Cap. (%) 63.4% 65.1% 66.0% 65.0% 
2008E $0.58  $0.29  $0.21  $0.44 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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regulated power generation segment, arising from lower 
quarter-over-quarter hydrological conditions in Ontario, 
Upper State New York and Belize; and (ii) higher-than-
expected unallocated Corporate costs.  
Corporate Developments – On November 15, The British 
Columbia Utilities Commission (BCUC) issued an Order 
conditionally approving an application by Terasen Gas 
(Vancouver Island) Inc. (TGVI, 100% - Fortis Inc.) to build, 
own and operate a $200 million liquefied natural gas (LNG) 
storage facility, and an application by Terasen Gas Inc. 
(100% - Fortis Inc.) to execute a storage and delivery 
agreement relating to the facility. The proposed LNG 
storage facility has a target in-service date of late 2011 and 
construction is expected to commence in April 2008. The 
Commission denied TGVI’s application for a 50-basis-point 
premium to its return on equity for the project. 
On October 11, Newfoundland Power filed a revised 
application for 2008 rates with the Newfoundland and 

Labrador Board of Commissioners of Public Utilities. The 
revised application is the result of recent negotiations 
between the company and the Consumer Advocate, which 
determined that the applied-for ROE for 2008 should be 
8.95% versus the previously applied-for ROE of 10.25% 
and an allowed ROE of 8.60% in 2007. 
Forecasts – Our diluted 2007, 2008 and 2009 EPS estimates 
are $1.34, $1.51 and $1.53, respectively.  
Valuation – Our target price of $32.00 reflects a weighted 
valuation approach: 18x diluted 2009E EPS of $1.53 
(12.5%), 2.0x 2009E BVPS of $19.10 (12.5%) and a target 
yield of 3.00% (75%), assuming 2009 dividends per share of 
$0.96. 
Recommendation – We believe the shares are attractively 
valued at current levels. Our rating is Outperform. Member 
of Top 15 Income stock selections. 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that 
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out 
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(NC.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    22  0.84   3.1     67  16.47   1.6     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.8  11.4  17.1

10 Year:   7.9   6.7  10.2
20 Year:   4.4   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 24-Dec-04 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal and BMO NB in 
Canada, and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital 
Markets Corp. are subsidiaries of Bank of Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or 
provide other remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell 
securities of issuers discussed herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that 
we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not  an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates 
who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 38% 42%  49% 
Hold Market Perform 53% 52%  46% 
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Sell Underperform 9% 6%  5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Corp. and 
BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or institutional salesperson for more 
information. 
 
Additional Matters 
 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Newfoundland Power 2008 Rates Approved 
   

Impact  Neutral 
   

Details & Analysis  The Newfoundland & Labrador Board of Commissioners of Public 
Utilities issued its Decision and Order regarding Newfoundland Power 
Inc.’s (100% - Fortis Inc.) 2008 General Rate Application.  The Board
approved the settlement agreement filed by Newfoundland Power as filed
and ordered the utility to file its next general rate application by June 30,
2010 using a 2011 test year.  Approval of the Settlement Agreement by the
board was in line with expectations and our outlook fully reflects the key
financial terms of the Settlement Agreement. No change in view.  We rate 
the shares of Fortis Inc. Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(NC.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    22  0.84   3.1     67  16.47   1.6     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.8  11.4  17.1

10 Year:   7.9   6.7  10.2
20 Year:   4.4   5.1   7.8

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 7-Jan-05 = OP

Date Rating Change Share Price

1 8-Feb-05 OP  to Mkt $18.88

2 28-Mar-05 Mkt  to OP $17.38

3 27-Jun-05 OP  to Mkt $20.01

4 30-Aug-05 Mkt  to OP $21.01

5 20-Sep-05 OP  to Mkt $23.18

6 10-May-06 Mkt  to OP $20.75

7 4-Jul-06 OP  to Mkt $22.60

8 8-Aug-06 Mkt  to OP $23.24

9 24-Nov-06 OP  to Mkt $28.20

10 3-Jan-07 Mkt  to NR $29.51

11 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale/institutional arms of Bank of Montreal and BMO NB in Canada, and BMO Capital Markets Corp. in the U.S.   
BMO Capital Markets Corp. is an affiliate of BMO NB.    BMO NB and BMO Capital Markets Corp. are subsidiaries of Bank of 
Montreal. Bank of Montreal or its affiliates (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO 
Financial Group and certain of the issuers mentioned herein.  The reader should assume that BMO NB,  BMO Capital Markets 
Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating 
whether or not to buy or sell securities of issuers discussed herein. The opinions, estimates and projections contained in this 
report are those of BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and 
opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss 
arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that 
is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor.  This material is for information purposes only and is not  an offer to sell or the solicitation of 
an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based upon 
(among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment 
banking services.  BMO NB,  or its affiliates expect to receive or will seek compensation for investment banking services within 
the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the 
securities of issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may 
have a long or short position in the securities discussed herein, related securities or in options, futures or other derivative 
instruments based thereon. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
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Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please 
contact your investment advisor or institutional salesperson for more information. 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed onto, persons described in part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Assoc: Benjamin Pham 
 

 

Q4/07 EPS in Line With Expectations 
   

Impact  Neutral 
   

Details & Analysis  Fortis Inc. reported EPS of $0.51.  After adjusting for: (i) a $7 million gain
on sale of surplus land in Terasen Gas; (ii) a $4 million benefit from the
reduction in future income tax rates in Fortis Properties; and (iii) a $2
million gain related to a refund received that was associated with an
interconnection arrangement in Fortis Ontario, EPS were $0.42, in line
with our estimate of $0.42 and slightly below the mean estimate of $0.45. 
For fiscal 2007, the company reported EPS of $1.40.  After adjusting for a
$2.4 million turbine impairment charge recorded in Q1 and the previously
mentioned one-time items reported in Q4, comparable 2007 EPS were
$1.33 versus our estimate of $1.36 and a mean estimate of $1.38.  We 
continue to review the comprehensive release.  We rate the shares
Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    23  0.84   2.9     67  16.47   1.7     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.0  11.4  14.1

10 Year:   7.6   6.7   9.9
20 Year:   4.5   5.1   7.4

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 25-Feb-05 = Mkt

Date Rating Change Share Price

1 28-Mar-05 Mkt  to OP $17.38

2 27-Jun-05 OP  to Mkt $20.01

3 30-Aug-05 Mkt  to OP $21.01

4 20-Sep-05 OP  to Mkt $23.18

5 10-May-06 Mkt  to OP $20.75

6 4-Jul-06 OP  to Mkt $22.60

7 8-Aug-06 Mkt  to OP $23.24

8 24-Nov-06 OP  to Mkt $28.20

9 3-Jan-07 Mkt  to NR $29.51

10 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
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Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 6 to 8. 
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Price (7-Feb) $28.85 52-Week High $29.89 
Target Price $32.50  52-Week Low $24.50 
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(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.51  $1.53 
P/E   19.1x 18.9x 
 
CFPS $2.70  $3.70  $3.72  $3.77 
P/CFPS   7.8x 7.6x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,758 $9,824 $11,102 $11,603 
EBITDA ($mm) $531 $893 $1,134 $1,181 
EV/EBITDA 10.9x 11.0x 9.8x 9.8x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58  $0.29  $0.21  $0.44 
 
Dividend $1.00 Yield 3.5% 
Book Value $16.69 Price/Book 1.6x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,487 
Float O/S (mm) 155.5 Float Cap ($mm) $4,487 
Wkly Vol (000s) 2,040 Wkly $ Vol (mm) $55.9 
Net Debt ($mm) $6,198.8 Next Rep. Date 2-May (E) 

Q4/07 EPS Largely in Line; Outperform Rating 
Unchanged 
 

Event 
Fortis Inc. reported Q4/07 EPS of $0.51.  After adjusting for a number of one-
time adjustments, Q4/07 EPS were $0.46, moderately higher than our estimate 
of $0.42 and slightly higher than a mean estimate of $0.45. The variance 
between expected and actual performance is largely attributable to higher-than-
expected performance from Terasen Gas, Fortis Alberta, and Fortis Properties,
which was offset by slightly lower-than-expected performance from Other 
Canadian Utilities.  For fiscal 2007, the company reported basic EPS of $1.40. 
After adjusting for a number of one-time items, comparable 2007 basic EPS 
were $1.36, in line with our estimate of basic EPS $1.36 and slightly lower than 
a mean estimate of $1.38.  Diluted 2007 EPS of $1.29 was slightly lower than 
our expectation of $1.34. 
 
Impact 

Neutral. 
 
Forecasts 
We have updated our outlook to reflect actual 2007 performance and the
information contained in the quarterly release.   Our diluted 2008 and 2009 EPS 
estimates of $1.51 and $1.53, respectively, are unchanged.  
 
Valuation 
Our target price of $32.50 reflects a weighted valuation approach: 18x diluted
2009 EPS of $1.53 (25%), 1.75x 2009E BVPS of $18.44 (12.5%), and a target 
yield of 3.15% (75%), assuming 2009 dividends per share of $1.04. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2007E: 
$1.38; 2008E: $1.57; 2009E: $1.62 

 
Recommendation 
We believe that the shares are attractively valued at current levels.  We rate the
shares Outperform. 
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Details & Analysis 

Fortis Inc. reported Q4/07 EPS of $0.51.  After adjusting for a number of one-time adjustments, 
Q4/07 EPS was $0.46, moderately higher than our Q4/07 estimate of $0.42 slightly higher than 
a mean estimate of $0.45.  The variance between expected and actual performance is largely 
attributable to higher-than-expected performance from Terasen Gas, Fortis Alberta, and Fortis 
Properties, which was offset by slightly lower-than-expected performance from Other Canadian 
Utilities.  For fiscal 2007, the company reported basic EPS of $1.40.  After adjusting for a 
number of one-time items, comparable 2007 basic EPS were $1.36, in line with our estimate of 
basic EPS $1.36 and slightly lower than a mean estimate of $1.38.  

We believe that the following points are relevant about quarterly performance and our outlook: 

• One-time items in Q4/07 included:  (i) $7 million gain on sale of surplus land in Terasen 
Gas; (ii) $2 million benefit related to a refund received that was associated with an 
interconnection arrangement in FortisOntario; and (iii) $4 million benefit arising from the 
reduction in future income tax rates in Fortis Properties.   

• Reported Q4/07 corporate costs included a number of non-recurring items:  (i) $2.0 million 
taxation assessment relating to Terasen Inc. and Fortis Inc.; (ii) Purchase price adjustment 
with respect to the acquisition of Terasen of $2.0 million a.t.; and (iii) cost to unwind an 
interest rate swap related to a high interest rate loan at BECOL of approximately $0.7 
million a.t.  Adjusted corporate costs of approximately $17.3 million in Q4/07 were in line 
with expectations.  We continue to assume approximately $16.5 million of cost per quarter 
in 2008 or $66 million and approximately $62.3 million in 2009. 

• In the quarterly release, management set out its capital budget for 2008 of $890 million, 
comprised of: $250 million for Terasen Gas; $400 million for Fortis Alberta/BC; $53 
million for Newfoundland Power; $38 million for Other Regulated Utilities Canadian; $101 
million for Regulated Caribbean Utilities; and $48 million for Non-regulated.  Management 
also highlighted the composition of the capital budget as follows: 50% - growth capital; 
35% - sustaining capital expenditures, directed to ensure continued and enhanced 
performance, reliability and safety of generation and transmission & distribution assets; and 
15% - other investment in facilities, equipment, vehicles, information technology systems, 
and other assets.  We have assumed capital expenditures of approximately $890 million in 
2008 and approximately $866 million in 2009.   

• In the short-term, we believe that the company’s primary focus will be on the integration of 
Terasen Inc. and the resumption of that entities’ role as a core business, with a potential 
focus on renewed growth.  These assets were acquired by Fortis Inc. on May 17, 2007.  The 
segment contribution from Terasen Inc, was $52 million for Q4/07, which was higher than 
our estimate of $36.9 million, primarily due to the seasonality of these operations.  We note 
that Terasen’s quarterly earnings profile is:  55% - Q1; 5% - Q2; (5%) – Q3; and 45% - Q4. 
We expect earnings from this segment to be approximately $91 million in 2008 and 2009, 
reflecting a full-year of contribution from Terasen Inc. in 2008. 

• In 2008, Terasen Gas (Vancouver Island) Inc. (TGVI; 100% - Fortis Inc) is expected to 
spend approximately $50 million on the construction of its $200 million liquefied natural 
gas (LNG) storage facility.  In November 2007, TGVI received conditional approval from 
the British Columbia and Utilities Commission for the construction of the facility.  The 
LNG storage facility has a target in-service date of late 2011 and construction is expected 
to begin in April 2008.  The project is fully reflected in our outlook for Fortis. 
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• Belize Electricity Ltd. (BEL, 70.1% - Fortis Inc) has resolved all its outstanding concerns 
in respect of the June 26, 2007, decision of the Belize Public Utilities Commission (PUC), 
including the order by the PUC to disallow certain electricity costs paid to Comision 
Federal de Electricidad.  While we note that these issues have been resolved by the 
introduction and enactment of specific legislation, we understand that a general election 
process is underway and that a change of government may occur.  We do not expect a 
potential change in government to have a material adverse effect on the consolidated 
operations of Fortis Inc., due to the diversity of the company’s utility operations in Canada 
and the Caribbean. 

• Quarterly and annual performance by segment is set out in Table 1. 

Table 1. Quarterly and Annual Segment Performance 

Contribution by Segment
2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07 Q4/07 2007 2008E 2009E

Newfoundland Power 29.4 10.7 8.0 2.6 8.8 30.1 10.5 8.0 2.7 9.0 30.0 32.7 33.0
Maritime Electric 9.1 2.1 2.2 3.1 2.4 9.8 2.6 2.8 3.0 1.5 9.9 11.4 13.1

Fortis Ontario 2.7 1.0 0.5 1.6 1.0 4.0 1.3 1.2 1.4 0.3 4.1 6.0 7.5
FortisAlberta 30.3 9.5 11.3 12.3 8.3 41.4 11.9 15.5 14.7 6.0 48.0 41.6 49.4

FortisBC 24.6 11.8 3.4 5.7 6.4 27.3 11.7 6.5 6.2 7.0 31.0 34.5 38.5
Belize Electricity 8.1 1.5 2.3 3.8 2.8 10.4 2.7 2.9 3.0 2.0 10.6 9.9 10.4

Caribbean Utilities 10.3 1.6 2.1 3.2 2.8 9.7 2.0 2.3 4.1 3.0 11.4 11.8 12.7
Turks & Caicos 0.0 0.0 0.0 0.7 2.8 3.4 1.8 2.4 2.7 4.0 10.9 12.2 14.2

Fortis Generation 21.6 5.4 6.0 7.8 6.8 26.0 7.3 4.9 5.0 7.0 24.0 27.7 13.6
Fortis Properties 14.1 1.5 5.0 6.3 2.8 15.6 1.8 6.0 8.0 4.0 20.0 25.3 27.2

Terasen Inc. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.6 (3.7) 45.0 42.9 91.0 91.2
Corporate (30.9) (8.5) (6.7) (8.3) (11.0) (34.5) (9.7) (12.6) (16.3) (17.3) (56.2) (66.0) (62.3)

Earnings Before Non-Recurring items 119.3 36.6 34.1 38.7 33.8 143.1 43.9 41.5 30.8 71.5 186.8 238.0 248.4
Average Shares 101.8 103.3 103.4 103.6 104.0 103.6 109.4 131.1 154.5 155.4 137.6 155.7 160.1

Net Earnings to Common (Basic) $1.17 $0.35 $0.33 $0.37 $0.33 $1.38 $0.40 $0.31 $0.20 $0.46 $1.36 $1.53 $1.55
Net Earnings to Common (Diluted) $1.10 $1.33 $1.28 $1.51 $1.53

Millions

 

Source: BMO Capital Markets 
 

• Table 2 sets out the production and revenue by geographic area for Fortis’ non-regulated 
hydro-electric business. 

Table 2. Fortis Generation – Actual Fiscal and Quarterly Performance 
Fortis Generation Millions

2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07 Q4/07 2007
Operating Revenue 69.2 17.0 19.2 21.7 26.0 83.9 19.3 19.3 19.3 20.2 78.1 21.2 17.6 16.9 19 74.7

Energy Supply Costs 5.8 1.9 1.8 0.9 1.6 6.2 1.9 1.4 1.4 1.5 6.2 2.1 1.7 1.5 3.0 8.3
Operating Expenses 16.0 4.8 4.4 2.5 6.1 17.8 4.0 3.9 3.2 4.0 15.1 4.1 3.5 3.6 3.0 14.2
Depreciation 10.3 2.6 2.5 2.6 2.6 10.3 2.7 2.6 2.6 2.6 10.5 2.6 2.8 2.5 2.0 9.9
Operating Income 37.1 7.7 10.5 15.7 15.7 49.6 10.7 11.4 12.1 12.1 46.3 12.4 9.6 9.3 11.0 42.3

Interest Expense 15.4 3.9 4.0 3.5 2.7 14.1 2.7 2.6 2.5 2.3 10.1 2.4 2.4 2.4 2.0 9.2
Income Taxes 6.9 1.4 2.4 4.4 3.5 11.7 2.2 2.3 1.6 1.4 7.5 2.4 2.1 1.7 2.0 8.2
Non-controlling Interest 1.9 0.3 0.9 0.0 1.0 2.2 0.4 0.5 0.2 1.6 2.7 0.3 0.2 0.2 0.0 0.7
Net Earnings 12.8 2.1 3.2 7.8 8.5 21.6 5.4 6.0 7.8 6.8 26.0 7.3 4.9 5.0 7.0 24.2

Energy Sales (GWh) 2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07 Q4/07 2007

Central Newfoundland 152 35 48 26 50 159 38 39 32 59 168 34 32 31 40 137
Ontario 721 184 176 166 182 708 187 177 172 186 722 184 177 167 179 707
Belize 63 7 7 18 36 68 27 33 65 53 178 44 26 45 52 167
British Columbia 23 5 11 15 8 39 3 13 9 4 30 3 16 10 5
Upper New York State 70 17 16 7 35 75 29 28 10 38 105 26 23 1 27 77
Total 1,029 248 258 232 311 1,049 284 290 288 340 1,203 291 274 254 303 1,122

Fortis Generation $/MWh
2004 Q1/05 Q2/05 Q3/05 Q4/05 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07 Q3/07 Q4/07 2007

Operating Revenue 67.3 68.5 74.4 93.5 83.6 80.0 68.0 66.6 66.9 59.3 64.9 72.9 64.2 66.5 62.7 66.6

Energy Supply Costs 5.6 7.7 7.0 3.9 5.1 5.9 6.7 4.8 4.9 4.4 5.2 7.2 6.2 5.9 9.9 7.4
Operating Expenses 15.6 19.4 17.1 10.8 19.6 17.0 14.1 13.4 11.1 11.8 12.6 14.1 12.8 14.2 9.9 12.7
Depreciation 10.0 10.5 9.7 11.2 8.4 9.8 9.5 9.0 9.0 7.6 8.7 8.9 10.2 9.8 6.6 8.8
Operating Income 36.1 31.0 40.7 67.7 50.5 47.3 37.7 39.3 42.0 35.5 38.5 42.6 35.0 36.6 36.3 37.7

Interest Expense 15.0 15.7 15.5 15.1 8.7 13.4 9.5 9.0 8.7 6.8 8.4 8.2 8.8 9.4 6.6 8.2
Income Taxes 6.7 5.6 9.3 19.0 11.3 11.2 7.7 7.9 5.5 4.1 6.2 8.2 7.7 6.7 6.6 7.3
Non-controlling Interest 1.9 1.2 3.5 0.0 3.2 2.1 1.4 1.7 0.7 4.7 2.2 1.0 0.7 0.8 0.0 0.6
Net Earnings 12.4 8.5 12.4 33.6 27.3 20.6 19.0 20.7 27.0 20.0 21.6 25.1 17.9 19.7 23.1 21.6

34

 

Source: BMO Capital Markets 
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Estimates 

We have updated our outlook to reflect actual 2007 performance and the information contained 
in the quarterly release. Our diluted 2008 and 2009 EPS estimates of $1.51 and $1.53, 
respectively, are unchanged. 

Valuation 

Our target price of $32.50 reflects a weighted valuation approach: 18x diluted 2009 EPS of 
$1.53 (25%), 1.75x 2009E BVPS of $18.44 (12.5%), and a target yield of 3.15% (75%), 
assuming 2009 dividends per share of $1.04. 

Recommendation 

We believe that the shares are attractively valued at current levels.  We rate the shares 
Outperform.
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Table 3. Consolidated Summary Sheet 
 
7-Feb-08 Karen J. Taylor
Current Price: $29.24 BMO Capital Markets
12-Month Target Price: $32.50
ROR: 14.6% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.51 $1.53
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.04 $0.05
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.16 $0.17

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.18 $0.08
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.22 $0.23

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.49 $0.55
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.58 $0.57

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.42) ($0.39)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.4% 65.4% 67.0%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 155.7 160.1
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.24 18.44

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - -

Price:  Current - - - - - - $29.24
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - -

P/E Ratio:  Current - - - - - - 19.1 1
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - -

Price/Book Value:  Current - - - - - - 1.70 1.59
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - -

Yield:  Current - - - - - - 3.42% 3.56%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 286.7 851.0
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 5,142.0 4,951.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 64.5 60.0 60.0
Shareholders' Equity 584.2

8.8

624.6 1,000.1 1,213.4 1,268.5 2,595.1 2,687.4 3,029.4
1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,333.8 9,406.7 10,122.3

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.3% 3.0% 8.4%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.7% 54.7% 48.9%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.2% 1.2% 1.1%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.8% 6.3%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.6% 0.6%
Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.8% 28.6% 29.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.3 143.1 186.8 238.0 248.4

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 574.4 600.1

Year Ending December 31

 
 
Source: BMO Capital Markets
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11

Current*     1.24    23  0.84   2.9     67  16.47   1.7     8

Average:    13   5.2     64   1.4  11.3

Growth(%):
5 Year:   5.0  11.4  14.1

10 Year:   7.6   6.7   9.9
20 Year:   4.5   5.1   7.4

* Current EPS is the 4 Quarter Trailing to Q3/2007.
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FTS - Rating as of 25-Feb-05 = Mkt

Date Rating Change Share Price

1 28-Mar-05 Mkt  to OP $17.38

2 27-Jun-05 OP  to Mkt $20.01

3 30-Aug-05 Mkt  to OP $21.01

4 20-Sep-05 OP  to Mkt $23.18

5 10-May-06 Mkt  to OP $20.75

6 4-Jul-06 OP  to Mkt $22.60

7 8-Aug-06 Mkt  to OP $23.24

8 24-Nov-06 OP  to Mkt $28.20

9 3-Jan-07 Mkt  to NR $29.51

10 19-Feb-07 NR  to OP $27.94

1.0

1.5
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers.  
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in 
this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 



BMO Capital Markets Fortis Inc. 
 

 

 Page 8 • February 8, 2008      

Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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AUC Approves FortisAlberta’s 2008/09 Revenue Requirements 
   

Impact  Neutral 
   

Details & Analysis  On February 12, the Alberta Utilities Commission (AUC) approved the
negotiated settlement agreement filed by FortisAlberta Inc. (100% - Fortis 
Inc.) on November 2, 2007, relating to its 2008/09 Distribution Tariff
Application.  Approval of the negotiated settlement agreement by the
AUC is in line with expectations, and our outlook fully reflects the key
financial terms of the settlement agreement.  No change in view.  We 
continue to rate the shares Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    21  0.84   2.9     61  16.69   1.7     8

Average:    14   5.1     64   1.5  11.3

Growth(%):
5 Year:   7.1  11.4  14.5

10 Year:   8.7   6.7  10.1
20 Year:   5.0   5.1   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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FTS - Rating as of 3-Mar-05 = Mkt

Date Rating Change Share Price

1 28-Mar-05 Mkt  to OP $17.38

2 27-Jun-05 OP  to Mkt $20.01

3 30-Aug-05 Mkt  to OP $21.01

4 20-Sep-05 OP  to Mkt $23.18

5 10-May-06 Mkt  to OP $20.75

6 4-Jul-06 OP  to Mkt $22.60

7 8-Aug-06 Mkt  to OP $23.24

8 24-Nov-06 OP  to Mkt $28.20

9 3-Jan-07 Mkt  to NR $29.51

10 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
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Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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IRAC Approves 1.8% Rate Increase 
   

Impact  Neutral 
   

Details & Analysis  On January 24, the Island Regulatory and Appeals Commission (IRAC)
approved Maritime Electric’s (100% - Fortis Inc.) October 18, 2007, 
application for an increase in basic utility rates of 1.8%, effective April 1, 
2008 (see our comment dated November 12, 2007).  The decision contains
the following highlights: (i) the requested maximum allowed return on
equity of 10.0% is approved for 2008.  Actual common equity in 2008 is 
estimated to be 41.3%; and (ii) the IRAC has ordered the company to file 
a report by September 1 providing recommendations for rebasing the
Energy Cost Adjustment Mechanism to bring the base rate of
$0.0673/kWh more in line with current market-based pricing.  Approval of 
the application by the IRAC is in line with expectations and the key
components of the application are currently reflected in our estimates.  We
continue to rate the shares of Fortis Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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Fortis Inc. (FTS)

Last Daily Data Point: February 15, 2008
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    21  0.84   2.9     61  16.69   1.7     8

Average:    14   5.1     64   1.5  11.3

Growth(%):
5 Year:   7.1  11.4  14.5

10 Year:   8.7   6.7  10.1
20 Year:   5.0   5.1   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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Date Rating Change Share Price

1 28-Mar-05 Mkt  to OP $17.38

2 27-Jun-05 OP  to Mkt $20.01

3 30-Aug-05 Mkt  to OP $21.01

4 20-Sep-05 OP  to Mkt $23.18

5 10-May-06 Mkt  to OP $20.75

6 4-Jul-06 OP  to Mkt $22.60

7 8-Aug-06 Mkt  to OP $23.24

8 24-Nov-06 OP  to Mkt $28.20

9 3-Jan-07 Mkt  to NR $29.51

10 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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IRAC Approves 1.8% Rate Increase 
   

Impact  Neutral 
   

Details & Analysis  On January 24, the Island Regulatory and Appeals Commission (IRAC)
approved Maritime Electric’s (100% - Fortis Inc.) October 18, 2007, 
application for an increase in basic utility rates of 1.8%, effective April 1, 
2008 (see our comment dated November 12, 2007).  The decision contains
the following highlights: (i) the requested maximum allowed return on
equity of 10.0% is approved for 2008.  Actual common equity in 2008 is 
estimated to be 41.3%; and (ii) the IRAC has ordered the company to file 
a report by September 1 providing recommendations for rebasing the
Energy Cost Adjustment Mechanism to bring the base rate of
$0.0673/kWh more in line with current market-based pricing.  Approval of 
the application by the IRAC is in line with expectations and the key
components of the application are currently reflected in our estimates.  We
continue to rate the shares of Fortis Outperform. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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Last Daily Data Point: February 15, 2008
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1985     0.51     8  0.27   6.2     53   3.49   1.2    15
1986     0.51     9  0.30   6.6     59   3.70   1.2    14
1987     0.52     9  0.31   6.5     60   3.92   1.2    14
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    21  0.84   2.9     61  16.69   1.7     8

Average:    14   5.1     64   1.5  11.3

Growth(%):
5 Year:   7.1  11.4  14.5

10 Year:   8.7   6.7  10.1
20 Year:   5.0   5.1   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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1 28-Mar-05 Mkt  to OP $17.38

2 27-Jun-05 OP  to Mkt $20.01

3 30-Aug-05 Mkt  to OP $21.01

4 20-Sep-05 OP  to Mkt $23.18

5 10-May-06 Mkt  to OP $20.75

6 4-Jul-06 OP  to Mkt $22.60

7 8-Aug-06 Mkt  to OP $23.24

8 24-Nov-06 OP  to Mkt $28.20

9 3-Jan-07 Mkt  to NR $29.51

10 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Karen Taylor, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the 
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 

Brief Research Note • Page 3 



 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 38% 42% 49% 
Hold Market Perform 53% 52% 46% 
Sell Underperform 9% 6% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include: Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
FortisOntario (100%, Fort Erie, Ontario), Belize Electricity 
(68%, Belize), Caribbean Utilities (54%, Grand Cayman 
Island), Turks and Caicos (100%, Turks and Caicos), 

FortisAlberta (100%, Alberta) and FortisBC (100%, British 
Columbia). Website: fortisinc.com 
Recent Results – Fortis Inc. reported Q4/07 EPS of $0.51. 
After adjusting for a number of one-time items, Q4/07 EPS 
were $0.46, moderately higher than our estimate of $0.42 
and slightly higher than a mean estimate of $0.45. The 
variance between expected and actual performance is largely 
attributable to higher-than-expected performance from 
Terasen Gas, Fortis Alberta, and Fortis Properties, which 

           (FY-Dec.) 2006A 2007A 2008E 2009E
 

Price (28-Feb) $28.40 52-Week High $29.89 EPS  $1.33 $1.29 $1.51 $1.53 
Target Price $32.50 52-Week Low $24.50 P/E   18.8x 18.6x 
 

Dividend $1.00 Book Value $16.69 CFPS  $2.70 $2.71 $3.69 $3.75 
Yield 3.5% Price/Book 1.7x P/CFPS   7.7x 7.6x 
 

Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,417 Div.  $0.67 $0.82 $1.00 $1.04 
Float O/S (mm) 155.5 Float Cap ($mm) $4,417 EV ($mm) $5,758 $9,814 $10,666 $11,164 
Wkly Vol (000s) 2,063 Wkly $ Vol (mm) $56.3 EBITDA ($mm) $531 $810 $1,133 $1,160 
Net Debt ($mm) $6,066 Next Rep. Date 2-May  (E) EV/EBITDA  10.9x 12.1x 9.4x 9.6x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 11.3% 7.2% 8.8% 8.2% 
2006A $0.35  $0.33  $0.37  $0.33 Book Value ($) $12.19  $16.69  $17.24  $18.44  
2007A $0.40  $0.31  $0.20  $0.46 D/Tot. Cap. (%) 63.4% 63.6% 65.2% 64.2% 
2008E $0.58  $0.29  $0.21  $0.44 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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was offset by slightly lower-than-expected performance 
from Other Canadian Utilities. For 2007, the company 
reported basic EPS of $1.40. After adjusting for a number of 
one-time items, comparable 2007 basic EPS were $1.36, 
largely in line with our estimate of basic EPS of $1.36 and 
slightly lower than a mean estimate of $1.38. Diluted 2007 
EPS of $1.29 was slightly lower than our expectation of 
$1.34. 
Corporate Developments – On January 24, the Island 
Regulatory and Appeals Commission (IRAC) approved 
Maritime Electric’s (100% - Fortis Inc.) October 18, 2007, 
application for an increase in basic utility rates of 1.8%, 
effective April 1, 2008 (see our comment dated November 
12, 2007). The decision contains the following highlights: 
(i) the requested maximum allowed return on equity of 
10.0% is approved for 2008. Actual common equity in 2008 
is estimated to be 41.3%; and (ii) the IRAC has ordered the 

company to file a report by September 1 providing 
recommendations for rebasing the Energy Cost Adjustment 
Mechanism to bring the base rate of $0.0673/kWh more in 
line with current market-based pricing. Approval of the 
application by the IRAC is in line with expectations and the 
key components of the application are currently reflected in 
our estimates. 
Forecasts – Our diluted 2008 and 2009 EPS estimates are 
$1.51 and $1.53, respectively.  
Valuation – Our target price of $32.50 reflects a weighted 
valuation approach: 18x diluted 2009 EPS of $1.53 (12.5%), 
1.75x 2009E BVPS of $18.44 (12.5%) and a target yield of 
3.15% (75%), assuming 2009 dividends per share of $1.04. 
Recommendation – We believe the shares are attractively 
valued at current levels. Our rating is Outperform. Member 
of Top 15 Income and Value stock selections. 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain 
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    20  1.00   3.6     73  16.69   1.7     8

Average:    14   4.9     64   1.5  11.0

Growth(%):
5 Year:   7.1  14.0  14.5

10 Year:   8.7   8.3  10.1
20 Year:   5.0   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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FTS - Rating as of 25-Mar-05 = Mkt

Date Rating Change Share Price

1 28-Mar-05 Mkt  to OP $17.38

2 27-Jun-05 OP  to Mkt $20.01

3 30-Aug-05 Mkt  to OP $21.01

4 20-Sep-05 OP  to Mkt $23.18

5 10-May-06 Mkt  to OP $20.75

6 4-Jul-06 OP  to Mkt $22.60

7 8-Aug-06 Mkt  to OP $23.24

8 24-Nov-06 OP  to Mkt $28.20

9 3-Jan-07 Mkt  to NR $29.51

10 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group 
and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of 
this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources 
that we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who 
prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should 
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  First Call 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 42% 47%  49% 
Hold Market Perform 50% 49%  46% 
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Sell Underperform 8% 4%  5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
“relevant persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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BCUC Approves LNG Storage Facility 
   

Impact  Neutral 
   

Details & Analysis  Terasen Gas (Vancouver Island) Inc. (TGVI, 100% Fortis Inc.) has 
announced that it has received final approval from the British Columbia 
Utilities Commission (BCUC) to build own and operate a $200 million
liquefied natural gas (LNG) storage facility.  The LNG facility will allow
TGVI to store natural gas supplied by pipelines owned by Terasen Gas
Inc. (TGI, 100% Fortis Inc.) as LNG in the summer months for use during 
high demand periods in the winter.  TGVI expects to spend $50 million on
the project during 2008 and construction is expected to commence later
this month.  The project, which is scheduled to be completed by late 2011,
is fully reflected in our outlook. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    21  1.00   3.4     73  16.69   1.8     8

Average:    14   4.9     64   1.5  11.0

Growth(%):
5 Year:   6.3  14.0  14.5

10 Year:   9.9   8.3  10.1
20 Year:   4.8   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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FTS - Rating as of 22-Apr-05 = OP

Date Rating Change Share Price

1 27-Jun-05 OP  to Mkt $20.01

2 30-Aug-05 Mkt  to OP $21.01

3 20-Sep-05 OP  to Mkt $23.18

4 10-May-06 Mkt  to OP $20.75

5 4-Jul-06 OP  to Mkt $22.60

6 8-Aug-06 Mkt  to OP $23.24

7 24-Nov-06 OP  to Mkt $28.20

8 3-Jan-07 Mkt  to NR $29.51

9 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 47% 49% 
Hold Market Perform 50% 49% 46% 
Sell Underperform 8% 4% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 7. 
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Price (9-Apr) $27.99 52-Week High $29.94 
Target Price $32.50  52-Week Low $24.50 
 

10

15

20

25

30

1.0

1.1

1.2

1.3

1.4

1.5

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share

0

10

20

0

10

20
Volume (mln)

2003 2004 2005 2006 2007
50

100

150

50

100

150
FTS Relative to S&P/TSX Comp

Last Data Point: April 8, 2008
 

(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.51  $1.53 
P/E   18.5x 18.3x 
 
CFPS $2.70  $2.71  $3.69  $3.75 
P/CFPS   7.6x 7.5x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,758 $9,814 $10,745 $11,245 
EBITDA ($mm) $531 $810 $1,136 $1,164 
EV/EBITDA 10.9x 12.1x 9.5x 9.7x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58  $0.29  $0.21  $0.44 
 
Dividend $1.00 Yield 3.6% 
Book Value $16.69 Price/Book 1.7x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,353 
Float O/S (mm) 155.5 Float Cap ($mm) $4,353 
Wkly Vol (000s) 1,850 Wkly $ Vol (mm) $51.1 
Net Debt ($mm) $6,066.3 Next Rep. Date 02-May (E) 

Meetings With Management; 
Outperform Rating Maintained 
 

Event 
On April 8, we met with Fortis’ management team to discuss the company’s
operations and growth prospects.  Key themes discussed during the meeting
included: (1) Fortis’ recent acquisitions and its outlook regarding future deals; 
(2) rate base growth and the financing of the company’s capital program; and 
(3) the company’s exposure to proposed environmental legislation. 
 
Impact 

Neutral. 
 
Forecasts 

Our financial forecasts are unchanged. 
 
Valuation 
Our target price of $32.50 reflects a weighted valuation approach:  18x diluted
2009E EPS of $1.53 (12.5%); 1.75x 2009E BVPS of $18.44 (12.5%); and a
target yield of 3.15% (75%), assuming 2009 dividends per share of $1.04. 
 
Recommendation 

We believe the shares are attractively valued.  Our rating is Outperform. 
 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.56; 2009E: $1.61 
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Details & Analysis 

On April 8, we met with Fortis’ management team to discuss the company’s operations and 
growth prospects.  Key themes discussed during the meeting included: (1) Fortis’ recent 
acquisitions and its outlook regarding future deals; (2) rate base growth and the financing of the 
company’s capital program; and (3) the company’s exposure to proposed environmental 
legislation. 

Management Reviewing Opportunities in the U.S. 

Acquisitions are likely to continue to be a core part of Fortis’ growth strategy, with a focus on 
acquiring regulated electric and gas transmission companies.  During the meeting, management 
noted that future growth may involve the acquisition of U.S. utilities, as: (1) the number of 
potential acquisition targets in the U.S. is greater than in Canada; and (2) many of the remaining 
utilities in Canada are not of a sufficient size to meaningfully add EPS accretion. 

Acquisitions Must Be Accretive and of a Meaningful Size to Increase Fortis’ 
Scale and Scope 

Although specific acquisition targets or regions of interest were not discussed, Fortis noted that 
it would consider acquiring assets that are a similar size to Terasen Inc.’s natural gas 
distribution business, the purchase of which Fortis completed on May 17, 2007 for 
consideration of $3.7 billion, including the assumption of $2.35 billion of debt.  We believe 
Fortis acquired Terasen in order to gain experience operating regulated natural gas distribution 
utilities and to increase its presence in the Pacific Northwest. 

We believe it is possible for Fortis to acquire the 46% of Caribbean Utilities that it does not 
own; or acquire Pacific Northern Gas (“PNG”; PNG-TSX), as PNG’s regulated natural gas 
business could be seen to be complementary to Terasen’s asset base. However, we believe 
Fortis will take a very patient approach in deciding whether to acquire either of these 
businesses.  For example: (1) neither acquisition is likely to be materially accretive to Fortis’ 
EPS; and (2) neither acquisition would materially expand the size and scope of Fortis’ core 
regulated utility business.  

We estimate that the acquisition of the remaining outstanding interest of Caribbean Utilities at a 
price of US$12.00 per share (which is slightly below the closing price of US $12.09/share on 
Friday, April 11, 2008) could be $0.01-0.02 accretive to our 2009E Fortis EPS estimate.  At 
higher prices, this acquisition becomes less accretive and we estimate that it would be neutral to 
our 2009E EPS estimate for Fortis at a price of US$16.00/share. 

We have performed a similar accretion estimate regarding the potential acquisition of Pacific 
Northern Gas, which closed at a price of approximately $17.68 on Friday, April 11, 2009.  We 
estimate that if Fortis acquired Pacific Northern Gas at a price of $20.00 per share (which 
represents a premium of 13% to Friday’s closing price), the transaction could add 
approximately $0.02 to our 2009E Fortis EPS estimate. 
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Growth in Rate Base Expected to be Robust 

Growth in Fortis’ existing regulated utility business is expected to remain strong.  Over the next 
four years, Fortis is planning to invest $3 billion in its electric business and $1 billion in its 
regulated gas distribution business.  The company estimates that, absent an acquisition, it would 
likely need to issue $300–400 million in new equity to finance this growth. 

Our financial forecasts assume that Fortis issues $260 million in equity at the end of 2008 to 
partially finance its capital plan. 

Asset Mix Well-Suited to Benefit From More Stringent Environmental 
Regulations 

Fortis’ asset base consists primarily of natural gas distribution utilities, regulated electric 
utilities (primarily transmission and distribution), and unregulated hydroelectric generation.  
We believe Fortis is relatively well-positioned with respect to pending legislation associated 
with the Government of Canada’s Greenhouse Gas Regulatory Framework, as the company has 
very little exposure to fossil fuel-fired power generation. 

We believe Fortis may also benefit from renewable portfolio standards that mandate the 
construction of green power generation facilities, such as wind farms.  In order to accommodate 
the large-scale deployment of intermittent green resources, transmission systems often need to 
be upgraded.  As an operator of transmission systems, the deployment of additional green 
power generation facilities represents an opportunity for Fortis to add to its rate base through 
the reinforcement of transmission systems in the franchise and service areas in which it 
operates. 

Estimates 

Our financial forecasts are unchanged. 

Valuation 

Our target price of $32.50 reflects a weighted valuation approach:  18x diluted 2009E EPS of 
$1.53 (12.5%); 1.75x 2009E BVPS of $18.44 (12.5%); and a target yield of 3.15% (75%), 
assuming 2009 dividends per share of $1.04. 

Recommendation 

We believe the shares are attractively valued.  Our rating is Outperform. 
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Table 1:  Consolidated Summary 
13-Apr-08 Michael McGowan

Current Price: $27.86 BMO Capital Markets

12-Month Target Price: $32.50

ROR: 20.2% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.51 $1.53

Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08
CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.04 $0.05

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.16 $0.17
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.18 $0.09

Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.22 $0.24

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.49 $0.55

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.58 $0.57

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.42) ($0.39)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04

Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.3% 65.3% 66.9%

Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 155.7 160.1

Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.25 18.45

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - -

Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - -

Price:  Current - - - - - - $27.86

P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - -

P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - -

P/E Ratio:  Current - - - - - - 18.2 1

Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - -

Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - -

Price/Book Value:  Current - - - - - - 1.62 1

Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - -

Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - -

Yield:  Current - - - - - - 3.59% 3.

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 304.8 876.0

Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 5,130.6 4,940.0

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0

Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6

Convertible Debentures 15.8 24.9 23.2 22.6 61.6 64.5 60.0 60.0

Shareholders' Equity 584.2

7.9

.51

73%

624.6 1,000.1 1,213.4 1,268.6 2,595.5 2,688.2 3,030.4

1,731.2 2,251.3 3,534.0 3,995.3 5,117.8 9,334.3 9,414.3 10,137.0

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.3% 3.2% 8.6%

Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.7% 54.5% 48.7%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7%

Minority Interest 2.3% 1.6% 1.1% 0.9% 2.6% 1.2% 1.2% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.8% 6.3%

Convertible Debentures 0.9% 1.1% 0.7% 0.6% 1.2% 0.7% 0.6% 0.6%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.8% 28.6% 29.9%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.2 238.4 248.7

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 574.7 600.3

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    21  1.00   3.4     73  16.69   1.8     8

Average:    14   4.9     64   1.5  11.0

Growth(%):
5 Year:   6.3  14.0  14.5

10 Year:   9.9   8.3  10.1
20 Year:   4.8   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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FTS - Rating as of 29-Apr-05 = OP

Date Rating Change Share Price

1 27-Jun-05 OP  to Mkt $20.01

2 30-Aug-05 Mkt  to OP $21.01

3 20-Sep-05 OP  to Mkt $23.18

4 10-May-06 Mkt  to OP $20.75

5 4-Jul-06 OP  to Mkt $22.60

6 8-Aug-06 Mkt  to OP $23.24

7 24-Nov-06 OP  to Mkt $28.20

8 3-Jan-07 Mkt  to NR $29.51

9 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 



BMO Capital Markets Fortis Inc. 
 

 

 Page 7 • April 14, 2008      

Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 47% 49% 
Hold Market Perform 50% 49% 46% 
Sell Underperform 8% 4% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 

 



 
 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform  
Stock Price: $27.81 
Target Price: $32.50 
 

Member of: Top 15 Value Stock Selections 
 Top 15 Income Stock Selections 

May 1, 2008 
Brief Research Note 
Gas & Electric 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
Assoc: Benjamin Pham 
 

 

Q1/08 Slightly Above Expectations 
   

Impact  Neutral 
   

Details & Analysis  Fortis reported Q1/08 EPS of $0.58.  After adjusting for a regulatory
decision at Newfoundland Power that resulted in a change in the method 
in which purchased power expenses are allocated during the year and
reduced Q1/08 earnings by $6 million ($0.04/share), comparable EPS of
$0.62 exceeded our estimate of $0.58.  The difference is largely related to
earnings at Terasen Gas, which were $8.1 million ($0.05/share) higher 
than expected, and may reflect the seasonality of the gas distribution
business in British Columbia.  The earnings release noted that the newly
elected government of Belize repealed regulations enacted in December
2007 that previously settled matters relating to customer rates.  We do not
expect this matter to materially affect Fortis’ financial results (we estimate
that contributions from Belize Electricity represent approximately 4% of
Fortis’ consolidated earnings) and note that in April, Belize Electricity 
filed its Annual Tariff Review, which requested a 13.4% increase in
electricity rates.  Estimated capital expenditures of $900 million for 2008
are consistent with our outlook.  We continue to review the release. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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Last Daily Data Point: April 30, 2008

5

10

15

20

25

30

5

10

15

20

25

30
Quarterly Price

1980 1985 1990 1995 2000 2005
50

100

150

200

50

100

150

200

FTS Relative to S&P/TSX Comp.
FTS Relative to Electric Utilities

10

15

0

2

4

Revenue / Share 
 Price / Revenue 

1985 1990 1995 2000 2005

1

2

0

20

40

EPS (4 Qtr Trailing)
 Price / Earnings 

 

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    21  1.00   3.4     73  16.69   1.8     8

Average:    14   4.9     64   1.5  11.0

Growth(%):
5 Year:   6.3  14.0  14.5

10 Year:   9.9   8.3  10.1
20 Year:   4.8   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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FTS - Rating as of 20-May-05 = OP

Date Rating Change Share Price

1 27-Jun-05 OP  to Mkt $20.01

2 30-Aug-05 Mkt  to OP $21.01

3 20-Sep-05 OP  to Mkt $23.18

4 10-May-06 Mkt  to OP $20.75

5 4-Jul-06 OP  to Mkt $22.60

6 8-Aug-06 Mkt  to OP $23.24

7 24-Nov-06 OP  to Mkt $28.20

8 3-Jan-07 Mkt  to NR $29.51

9 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 47% 49% 
Hold Market Perform 50% 49% 46% 
Sell Underperform 8% 4% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to page 8. 

 

Fortis Inc. 
 

May 2, 2008 
Research Comment 
Corporate Debt – Utilities 
 
Laurence Conheady 
(416) 359-4584 
laurence.conheady@bmo.com 

 

Q1/08 Results: Contributions From Terasen 
Enable Fortis to Achieve Record Earnings 
 

Fortis Inc.
5, 10, 30 yr Indicative Spreads
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Event: Fortis Inc. (Fortis) released Q1/08 financial results. 

Impact: Neutral. 

Key Points: Contributions from Terasen Gas companies and an 
improved performance at Caribbean Utilities, offset partly by lower
earnings from Newfoundland Power, enabled Fortis to achieve
record Q1/08 earnings and marginally exceed expectations.
Benefiting from seasonal high cash flows of Terasen, Fortis’
consolidated FFO of $186 million in Q1/08 were more than double
those realized a year earlier. The higher cash flows improved Fortis’ 
cash flow leverage ratio but it remains relatively weak relative to 
peers. Fortis’ access to liquidity is adequate for its needs and 
leverage in Q1/08 was unchanged from year-end 2007 at 63%. 

Credit and Spread Implications 

Near Term: We do not expect Fortis’ Q1/08 results to materially
affect its spreads. 

Medium Term: There is the potential for some volatility in Fortis’ 
spreads relative to peers as it pursues further asset and business
acquisitions, which may carry additional risk. If the volatility
occurs, we believe it is likely to be temporary in nature, as Fortis
has a demonstrated track record of managing its credit profile. 

Recommendation  

Fortis has only one Canadian dollar debt issue, a $100 million
debenture due 2010. Nevertheless, we view Fortis as a good buy
and hold exposure. We believe the added diversity provided by the
Terasen acquisition in 2007 has strengthened Fortis’ credit profile 
and that its credit profile will continue to strengthen as further
benefits of the acquisition are realized through integrating Terasen 
within the Fortis group. We view the conservative management of
Fortis as very supportive of its credit quality, as well as that of its 
operating subsidiaries, especially those that rely on Fortis for
ongoing financial and executive support.  

Source: BMO Capital Markets 
 
 
Relative Value 

Sector Value: Along with other utilities, Fortis’ 5-year indicative 
spreads have softened in the past few quarters; however, on a 
relative basis the spread widening has been greater for Fortis than 
for many of its peers. Compared to where Fortis’ spreads were in 
relation to peers before the recent widening, they currently offer 
good value, especially when you consider that over this time the 
company’s credit profile and ratings have strengthened. 

Credit Curve: Fortis’ single Canadian dollar debt issue limits the 
opportunity for investors to pursue relative value trades along the 
issuer’s credit curve. The relatively illiquid nature of its paper is 
also a potential pricing consideration. 

 

DBRS  S&P  Moody’s  

BBB (High)  A-  Not Rated 

Stable  Stable  
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Details & Analysis 

Earnings and Cash Flow  
Contributions from Terasen Gas companies and an improved performance at Caribbean Utilities, 
offset partly by lower earnings from Newfoundland Power associated with a shift in the quarterly 
distribution of annual purchase power expense, enabled Fortis to achieve record first-quarter 
earnings. Net earnings applicable to common shares were 117% higher than those achieved in 
Q1/07. We note that the significant increase in earnings is amplified by the seasonality of 
Terasen’s operations, which means it effectively realizes all its earnings in the first and fourth 
quarters of the year. Highlighting the contribution of its gas utilities, the Terasen Gas companies 
contributed 64% of Fortis’ net earnings of $91 million in Q1/08.  

 

Summary of Earnings - Fortis Companies 
Quarter Ended March 31 

($mm) Q1/08A Q1/07A Variance
Regulated Gas Utilities - Canadian

Terasen Gas Companies 58   -   58
Regulated Electric Utilities - Canadian

FortisAlberta 11   12     (1)
FortisBC 12   12     0
Newfoundland Power 6    11     (5)
Other Canadian Electric Utilities 4    4     0

Regulated Electric Utilities - Caribbean 7    4     3
Non-Regulated - Fortis Generation 6    7     (1)
Non-Regulated - Fortis Properties 3    2     1
Corporate and Other (16)   (10)     (6)
Net Income 91 42 49
Source: Company Reports

 
On an earnings per share basis Fortis reported Q1/08 EPS of $0.58. As per BMO Capital Markets 
equity research, after adjusting for a regulatory decision at Newfoundland Power that reduced 
Q1/08 earnings by $6 million ($0.04/share), comparable EPS of $0.62 exceeded BMO Capital 
Markets equity research estimate of $0.58.  The difference is largely related to earnings at Terasen 
Gas, which were $8.1 million ($0.05/share) higher than expected, and may reflect the seasonality 
of the gas distribution business in British Columbia.  For a more detailed review of Fortis’ Q1/08 
earnings results, refer to Michael McGowan’s equity comment on Fortis published May 2, 2008. 

Benefiting from the seasonal cash flows of Terasen Gas, Fortis’ consolidated funds from 
operations (FFO) in Q1/08 of $186 million were more than double the $90 million realized in 
Q1/07. Despite the higher FFO, the company was unable to fund from internal cash flows its 
capital expenditure in the quarter (net of customer contributions) of $153 million, and 
distributions of $43 million. The result was negative free cash flow of $10 million, with the small 
cash flow shortfall met through proceeds from the sale of capital assets of $15 million.  

Fortis’ large capital expenditure program will dominate its capital outlays and financing activities 
for the next few years at least, with negative free cash flow expected to be the norm. In 2008, 
Fortis utilities are expected to undertake capital expenditure of $900 million, and in the next five 
years, gross consolidated expenditure of more than $4 billion is expected; $3 billion of which is to 
be undertaken by its electric utilities and $1 billion by its gas utilities. 
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As expected, the trend in Fortis’ cash flow leverage ratio is one of improvement although it 
remains relatively weak. Reflecting increasing cash flow contributions from Terasen, unadjusted 
FFO-to-total debt on a rolling 12-months basis to the end of Q1/08 was 11%, up from single-digit 
levels throughout 2007. Despite the improvement, we expect the ratio to remain on the low side 
for some time as the company continues to partially debt finance expansion of its electricity 
network asset bases with a delay in receipt of regulated cash flows from the assets constructed. 
FFO gross interest coverage was 2.7x for the 12 months to March 31, 2008, relatively unchanged 
from year-end 2007.  

 

Fortis Inc.
FFO Interest Coverage on a Rolling 12-months Basis
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Fortis Inc.
FFO-to-Total Debt on a Rolling 12-months Basis
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Recent Developments  
Recent developments with respect to Fortis have generally involved regulatory developments at 
its operating subsidiaries. The developments are not expected to have a material positive or 
negative effect on the company’s credit profile. The major developments include: 
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 On April 1, 2008, Terasen Gas (Vancouver Island) Inc. received final regulatory approval 

its negotiated 

Capit

Fort s 
unchang illion in the quarter, the bulk of 
which were associated with repayments under committed credit facilities, were offset by proceeds 

jority of Fortis’ consolidated debt, about 95%, 
continues to reside at the company’s various subsidiaries. Debt at the holding company level 

nvertible debentures due 

Leverage, as he company’s preference shares 
as eq y t the end of Q1/08, leverage was 
63%, w

On a con rational, capital requirement 

n at December 31, 2007.  

for the construction of a liquefied natural gas facility on Vancouver Island. Total 
estimated cost of the project is approximately $200 million; 

 In February 2008, FortisAlberta received regulatory approval for 
agreement associated with its 2008/2009 revenue requirements. The decision will result 
in distribution rate increases of 6.8% effective January 1, 2008, and 7.3% effective 
January 1, 2009; 

 In February 2008, FortisAlberta’s regulator, the Alberta Utilities Commission, initiated a 
proceeding to address whether its cost of capital adjustment formula continues to yield a 
fair return on equity and whether capital structures for all applicable utilities in Alberta 
should be addressed on a generic basis; and 

 In April 2008, a new exclusive 20-year T&D licence and a new 21.5-year non-exclusive 
generation licence were granted to Caribbean Utilities. 

al Structure and Liquidity 

is’ consolidated debt varied little in Q1/08 with outstanding debt of $5.5 billion largely 
ed from year-end 2007. Debt repayments of $249 m

from debt issues of $250 million. The vast ma

comprises: 

• a $100 million of senior unsecured debentures maturing 2010 

• US$150 million senior unsecured notes maturing 2014 

• US$200 million senior unsecured notes maturing 2037 

• US$50 million of outstanding unsecured subordinated co
between 2012 and 2016 (US$60 million initially issued) 

measured by total debt-to-total capital and treating t
uit , is slightly above the company’s target level of 60%. A
 do n a percentage point from 64% at year-end 2007.  

solidated basis Fortis’ liquidity remains adequate for its ope
and refinancing needs. At the end of Q1/08, the company has $1.33 billion of available capacity 
under its $2.24 billion of credit facilities after drawdowns and outstanding letters of credit. The 
available capacity was $261 million more than at year-end 2007. In addition, the company had 
cash and cash equivalents of $67 million, up from $58 millio

Maturing debt commitments and amortizing debt repayments are manageable, with the company 
facing maturing debt of $188 million at Terasen Gas in June 2008, and a $200 million maturing 
debt issue at Terasen Inc. in December 2008 that is expected to be repaid on maturity. In the most 
recent quarter, Terasen Gas (Vancouver Island) Inc. undertook a $250 million MTN debt issue. 
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Subsequent to quarter-end, Maritime Electric and FortisAlberta undertook issues of $60 million 
and $100 million, respectively. 

Credit Ratings 

The corporate credit and senior unsecured debt issue ratings on Fortis remained Stable. The 
stability of the ratings reflects in part an improvement in its credit quality after its acquisition of 

idiaries in May 2007. 

regulated subsidiary as a separate stand-alone 

mprovement in its business risk profile attributable to the stable cash 

dian dollar debt issue, a $100 million debenture due 2010. Nevertheless, 
we view Fortis as a good buy and hold exposure. We believe the added diversity provided by the 

thened Fortis’ credit profile and that its credit profile will 
continue to strengthen as further benefits of the acquisition are realized through integrating 

Terasen Inc. and its subs

The last rating action on Fortis by Standard & Poor’s was the upgrade of its corporate credit and 
senior unsecured debt ratings one and two notches, respectively on June 19, 2007. At the time the 
agency advised that the basis for the rating upgrade was the improved diversity resulting from the 
acquisition of Terasen Inc., the operation of each 
entity with debt non-recourse to Fortis, a commitment to maintaining low levels of debt at the 
Fortis holding company level, management's continuing focus on pursuing acquisitions in stable, 
regulated utilities; and the success of key subsidiaries FortisBC and FortisAlberta in executing 
their capital expansions.  

DBRS last confirmed its ratings on Fortis on November 30, 2007 based on its strong credit 
metrics and low business risk profile driven by its diverse ownership of regulated operating 
subsidiaries. DBRS viewed the acquisition of Terasen as neutral to slightly positive to the credit 
profile of Fortis with the i
flow and earnings of the established, mature regulated gas utilities, as well as increased 
diversification the acquisition provides. The agency advises that Fortis’ consolidated coverage 
metrics may be modestly affected by the accelerated capital expenditures of a number of its utility 
subsidiaries, as earnings and cash flows do not begin until projects are completed and rolled into 
the rate base of utilities. 

Recommendation 

Fortis has only one Cana

Terasen acquisition in 2007 has streng

Terasen within the Fortis group. Moreover, we view the conservative management of Fortis as 
very supportive of its credit quality, as well as that of its operating subsidiaries, especially those 
that rely on Fortis for ongoing financial and executive support. 

 



BMO Capital Markets Fortis Inc. 
 

Page 6 • May 2, 2008     

Fortis Inc. 

Maturity Schedule  
Amount Issue Issue Outstandin

Compan
g 

y Coupon Maturity ($mm) Instrument Date Spread Callable CUSIP ($mm)
Terasen Gas Inc. 6.200% 2-Jun-08 $188 MTNs 21-Oct-97 80.0 bps Non-callable 05534ZAC0 $188
Terasen Inc. 6.300% 1-Dec-08 $200 MTNs 30-Nov-01 NA Make Whole (+ 27 bps) 11058ZAA8 $200
Terasen Gas Inc. 10.750% 8-Jun-09 $60 Debentures 8-Jun-89 NA Make Whole (+ 40 bps) 457452AH3 $60
FortisBC Inc. 6.75% 31-Jul-09 $50 Unsecured Debenture 19-Jul-02 NA Make Whole (+ 40.0 bps) NA $50
FortisBC Inc. 11.00% 1-Dec-09 $15 Secured Debenture 20-Dec-89 NA Make Whole (+ 50 bps) NA $5
Maritime Electric Co. Ltd. 12.00% 1-May-10 $15 First Mortgage 1-Jan-90 NA NA NA $15
Fortis Inc. 7.40% 25-Oct-10 $100 Debenture 25-Oct-00 175.0 bps Make Whole (+ 43.0 bps) 349553AB3 $100
FortisBC Inc. 9.65% 16-Oct-12 $15 Secured Debenture 16-Oct-92 NA Make Whole (+ 40.0 bps) NA $15
FortisBC Inc. 9.44% 31-Oct-13 $5 WPP Mortgage NA NA NA NA $5
Newfoundland Power 10.55% 1-Aug-14 $40 First Mortgage 9-Aug-89 117.0 bps Make Whole (+ 50.0 bps) 651350BD1 $32
Terasen Inc. 5.560% 15-Sep-14 $125 MTNs 15-Sep-04 93.0 bps Make Whole (+ 23 bps) 88079ZAB9 $125
Fortis Inc. 5.74% 31-Oct-14 US$150 Senior Note 28-Oct-04 NA NA NA US$150
FortisAlberta 5.33% 31-Oct-14 $200 Unsecured Debenture 25-Oct-04 75.0 bps Make Whole (+ 18 bps) 34957EAA9 $200
FortisBC Inc. 5.48% 28-Nov-14 $140 Unsecured Debenture 30-Nov-04 97.0 bps Make Whole (+ 24 bps) 34957UAA3 $140
Terasen Gas Inc. 11.800% 30-Sep-15 $75 Mortgage 3-Dec-90 NA Non-callable 05534RAA2 $75
FortisBC Inc. 8.77% 1-Feb-16 $25 Unsecured Debenture 1-Mar-96 NA Make Whole (+ 35.0 bps) NA $25
Newfoundland Power 10.90% 12-May-16 $40 First Mortgage 2-May-91 116.0 bps Make Whole (+ 50 bps) 651350BE9 $34
Maritime Electric Co. Ltd. 11.50% 15-Aug-16 $12 First Mortgage 1-Jan-91 NA NA NA $12
Terasen Gas Inc. 10.300% 30-Sep-16 $200 Mortgage 21-Nov-91 104.0 bps Make Whole (+ 35 bps) 05534RAB0 $200
Maritime Electric Co. Ltd. 8.55% 7-Dec-18 $15 First Mortgage 7-Dec-93 NA NA NA $15
Newfoundland Power 9.00% 1-Oct-20 $40 First Mortgage 1-Oct-92 93.0 bps Make Whole (+ 40.0 bps) 651350BG4 $35
FortisBC Inc. 7.81% 1-Dec-21 $25 Unsecured Debenture 1-Jun-97 NA Make Whole (+ 25.0 bps) NA $25
Newfoundland Power 10.13% 15-Jun-22 $40 First Mortgage 15-Jun-92 112.0 bps Make Whole (+ 37.5 bps) 651350BF6 $34
FortisBC Inc. 8.80% 28-Aug-23 $25 Secured Debenture 30-Nov-93 NA Make Whole (+ 40.0 bps) 95358DAA7 $25
Maritime Electric Co. Ltd. 7.57% 22-Dec-25 $15 First Mortgage 22-Dec-00 NA NA NA $15
Newfoundland Power 8.90% 7-May-26 $40 First Mortgage 7-May-96 68.0 bps Make Whole (+ 20 bps) 651350BH2 $36
Maritime Electric Co. Ltd. 8.63% 15-Jan-27 $15 First Mortgage 15-Jan-97 NA NA NA $15
Newfoundland Power 6.80% 20-Nov-28 $50 First Mortgage 20-Nov-98 130.0 bps Make Whole (+ 30 bps) 651350BJ8 $46
Terasen Gas Inc. 6.950% 21-Sep-29 $150 MTNs 21-Sep-99 112.0 bps Make Whole (+ 28 bps) 05534ZAF3 $150
Maritime Electric Co. Ltd. 8.92% 3-Jul-31 $20 First Mortgage 3-Jul-96 NA NA NA $20
Newfoundland Power 7.52% 1-Nov-32 $75 First Mortgage 31-Oct-02 185.5 bps Make Whole (+ 46 bps) 651350BK5 $72
Terasen Gas Inc. 6.500% 1-May-34 $150 MTNs 29-Apr-04 127.0 bps Make Whole (+ 31 bps) 88078ZAB0 $150
FortisAlberta 6.22% 31-Oct-34 $200 Unsecured Debenture 25-Oct-04 115.0 bps Make Whole (+ 28 bps) 34957EAB7 $200
Terasen Gas Inc. 5.900% 26-Feb-35 $150 MTNs 25-Feb-05 118.0 bps Make Whole (+ 29 bps) 88078ZAC8 $150
Newfoundland Power 5.44% 15-Aug-35 $60 First Mortgage 15-Aug-05 NA NA NA $59
FortisBC Inc. 5.60% 9-Nov-35 $100 Unsecured Debenture 10-Nov-05 120.0 bps Make Whole ( + 30 bps) 34957UAB1 $100
FortisAlberta 5.40% 21-Apr-36 $100 Unsecured Debenture 21-Apr-06 100.0 bps Make Whole ( + 25 bps) 34957EAC5 $100
Terasen Gas Inc. 5.550% 25-Sep-36 $120 MTNs 25-Sep-06 136.0 bps Make whole ( + 34 bps) 88078ZAE4 $120
Newfoundland Power 5.901% 17-Aug-37 $70 First Mortgage 17-Aug-07 NA Make Whole (+35 bps) EG7385503 $70
Fortis Inc. 6.600% 1-Sep-37 US$200 Senior Unsecured Note 6-Sep-07 NA NA NA US$200
Terasen Gas Inc. 6.000% 2-Oct-37 $250 MTNs 2-Oct-07 148.0 bps Make Whole ( +37 bps) 88078ZAF1 $250
Terasen Gas (Vancouver Island) Inc. 6.050% 15-Feb-38 $250 Unsecured Debenture 15-Feb-08 183.0 bps Make Whole ( +46 bps) $250
Maritime Electric Co. Ltd. 6.054% 2-Apr-38 $60 First Mortgage 2-Apr-08 205.0 bps Make Whole ( +50 bps) 570311AA8 $60
FortisAlberta 5.850% 15-Apr-38 $100 Unsecured Debenture 15-Apr-08 180.0 bps Make Whole (+45 bps) 34957ZAB0 $100
Terasen Inc. 8.000% 19-Apr-40 $125 Subordinated Debentures 19-Apr-00 235.0 bps Make Whole (+ 55 bps) 05534KAA7 $125
FortisAlberta 4.99% 3-Jan-47 $110 Unsecured Debenture 3-Jan-07 97.0 bps Make Whole ( + 24 bps) 34957ZAA2 $110
FortisBC Inc. 5.90% 4-Jul-47 $105 Unsecured Debenture 4-Jul-07 125.0 bps Make Whole ( + 31 bps) 34957UAC9 $105

 
Ownership Structure 

Widely Held. 
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Fortis Inc. (continued) 

 
 Credit Facilities ($mm) Corp. Lease Schedule ($mm) at 12/31/2007 

Facility
Company Size Q1/08 Q4/07 Maturity Type

Fortis  Inc.* $2,241.0 $1,331.0 $1,070.0 Lines of Credit

*Represents the consolidated authorized lines of credit of Fortis Inc. and its subsidiaries.

Amount Available Capital Operating
Lease  Lease Lease 

Year Payments Payments Receipts
2008 3.0 21.0
2009 2.5 17.5
2010 2.5 17.5
2011 2.5 16.0
2012 2.5 16.0

Thereafter 53.0 108.0
*Capital lease payments are related to the agreement 
entered into by FortisBC for the operation of BTS.  

 
Pension Summary  

Other Benefit Plans
FY 2007 FY 2006 FY 2007 FY 2006
($mm) ($mm) ($mm) ($mm)

Accrued Benefit Obligation 667.0 413.4 233.0 125.2
Plan Assets 674.0 390.6 -                -                

Funded Status 7.0 (22.8) (233.0) (125.2)
Accrued Benefit Asset (Liability) 
  Net of Valuation Allowance 120.0 93.0 150.0 63.7

Discount Rate 5.0-5.25% 5.0-5.25% 5.0-5.25% 5.0-5.25%
Expected Long-term Rate of 
  of Return on Assets 6.5-7.5% 6.5-7.5% NA NA
Rate of Future Increase in 
  Compensation 3.5-4.3% 3.5-4.0% 3.5-4.3% 3.5-4.0%

Pension  Benefit Plans

 

 
Historical Ratings 

DBRS   S&P Moody's
Rating Trend Date Rating Trend Date Rating Trend Date
BBB (high) Stable 5-Nov-03 A- Stable 19-Jun-07 Not Rated
BBB (high) Under Review - Developing 16-Sep-03 BBB Credit Watch Positive 26-Feb-07
BBB (high) Stable 6-Oct-00 BBB Stable 7-Dec-05

BBB Negative 7-Jan-04
BBB Credit Watch Negative 22-Sep-03

Senior Unsecured Rating - Fortis
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report. 
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certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this report 
and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we believe 
are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, express or 
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising 
from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this report.  
The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should 
not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not an 
offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this report are compensated based 
upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  
BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all issuers covered 
by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis.  BMO NB 
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or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of 
issuers discussed herein. 
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Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
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TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
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Q1/08 Slightly Above Expectations; 
Outperform Rating Maintained 

Price (1-May) $27.96 52-Week High $29.94 
Target Price $32.50  52-Week Low $24.50 
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(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.53↑ $1.55↑
P/E   18.3x 18.0x 
 
CFPS $2.70  $2.71  $3.69  $3.75 
P/CFPS   7.6x 7.5x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,760 $9,795 $10,515 $10,869 
EBITDA ($mm) $531 $810 $1,104 $1,136 
EV/EBITDA 10.9x 12.1x 9.5x 9.6x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.29  $0.21  $0.44 
 
Dividend $1.00 Yield 3.6% 
Book Value $16.69 Price/Book 1.7x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,348 
Float O/S (mm) 155.5 Float Cap ($mm) $4,348 
Wkly Vol (000s) 1,906 Wkly $ Vol (mm) $52.6 
Net Debt ($mm) $6,046.8 Next Rep. Date 08-Aug (E) 

 
Event 
Fortis reported Q1/08 EPS of $0.58.  Comparable EPS of $0.62 exceeded our
estimate of $0.58 after adjusting for a regulatory decision at Newfoundland 
Power. The decision resulted in a change in the way purchased power expenses
are allocated during the year and reduced Q1/08 earnings by $6 million 
($0.04/share). The difference is largely related to earnings at Terasen Gas,
which were $8.1 million ($0.05/share) higher than expected.  We have stated
Q1/08 EPS as $0.58, inclusive of the regulatory accounting adjustment at 
Newfoundland Power. 
 
Impact 

Neutral. 
 
Forecasts 
We have updated our estimates to reflect slightly better-than-expected 
performance at Terasen Gas.  In addition, we have updated our quarterly 
estimates to reflect the revised accounting for purchased electricity at 
Newfoundland Power.  Our diluted EPS estimates increase to $1.53 from $1.51
in 2008 and to $1.55 from $1.53 in 2009. 
 
Valuation 
Our target price of $32.50 reflects a weighted valuation approach:  18x diluted
2009E EPS of $1.55 (12.5%); 1.75x 2009E BVPS of $18.63 (12.5%); and a 
target yield of 3.15% (75%) applied to our 2009E dividend per share estimate of
$1.04. 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.55; 2009E: $1.60 

Recommendation 
We believe the shares are attractively valued, considering Fortis’ large organic 
growth pipeline and low-risk business model that focuses on the acquisition and
operation of regulated electric and gas utilities.  Our rating is Outperform. 
 
 Changes Annual EPS  

 2008E $1.51 to $1.53                
 2009E $1.53 to $1.55              
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Details & Analysis 

Fortis reported Q1/08 EPS of $0.58.  Comparable EPS of $0.62 exceeded our estimate of $0.58 
after adjusting for a regulatory decision at Newfoundland Power. The decision resulted in a 
change in the way purchased power expenses are allocated during the year and reduced Q1/08 
earnings by $6 million ($0.04/share). The difference is largely related to earnings at Terasen 
Gas, which were $8.1 million ($0.05/share) higher than expected.  We have stated Q1/08 EPS 
as $0.58, inclusive of the regulatory accounting adjustment at Newfoundland Power. 

Operating Results Generally Consistent With Expectations 

The operating performance of Fortis’ business segments was generally in line with our 
expectations.  Notable variances from our estimates include: 

• The earnings contribution from Terasen Gas of $58 million, which was $8.1 million higher 
than our estimate of $49.9 million.  We believe the variance between annual and expected 
results is partially explained by the seasonality of the gas distribution business in British 
Columbia.  Actual results were consistent with management’s expectations.   

• The earnings contribution from Newfoundland Power of $6 million, which was $5.5 
million lower than our estimate of $11 million.  The difference between actual and 
estimated results was primarily due to the regulatory decision that modified the way 
purchased power expenses are allocated between quarters.  This decision reduced earnings 
at Newfoundland power by $6 million in Q1/08.   

Pursuant to the decision, Newfoundland Power will now account for purchased power at 
cost whereas under the previous accounting treatment, purchased power expense was based 
on an estimated annual rate.  The $6 million reduction in earnings experienced by 
Newfoundland Power in Q1/08 is expected to reverse in the second and third quarters. 

• The earnings contribution from the power generation segment, which was $6 million vs. 
our estimate of $8.9 million.  The variance between expected and actual results was caused 
by lower-than-expected realized power prices at Ontario ($49.93/MWh vs. our estimate of 
$60.00/MWh) and below average hydrology in Belize, which negatively affected power 
generation. 

• Corporate expenses of $16 million, which were approximately $2 million lower than our 
expectations. 

Growth Profile Remains Consistent With Our Outlook 

Growth in Fortis’ existing regulated utility business is expected to remain strong. Over the next 
four years, Fortis plans to invest $3 billion in its electric businesses and $1 billion in its 
regulated gas distribution businesses. 
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Near-Term Rate Proceedings at Belize Electricity Limited May be Contentious 

The earnings release noted two developments at Belize Electricity Limited (BEL; 70.1% Fortis 
Inc.) that may increase the near-term regulatory risk at this business segment.  First, the newly 
elected government of Belize repealed amendments to the Electricity (Tariffs, Charges and 
Quality of Services Standards) Byelaws that became effective in December 2007.  These 
amendments resolved concerns that BEL had regarding a rate decision released on June 26,  
2007 which disallowed certain electricity costs paid to the Comision Federal de Electridad.   

It is our understanding that pursuant to current electricity bylaws in Belize, fuel costs in excess 
of approved rates are collected in a deferral account (referred to as the Cost of Power Rate 
Stabilization Account “CPRSA”).  We also understand that BEL is entitled to file an application 
for a rate increase when balances in the deferral account increase by more than BZ$3 million 
above the deferral balances approved in the most recent review proceeding.  

In March 2008, BEL made such an application to the Belize Public Utilities Commission 
(“PUC”), as amounts accrued in the CPRSA had grown by $6.65 million from July 1, 2008 – 
June 30, 2009.  The PUC denied the request on the grounds that in the interim, the BEL could 
decrease its operating expenses and capital expenditures to offset the impact on cash flow.   

On April 2, 2008, BEL filed its annual tariff application, which will be used to set rates for the 
period July 1, 2008 – June 30, 2009.  BEL’s application requests a 13.5% increase in rates, 
including the recovery of balances included in the CPRSA.  Per our review of the rate filing, the 
CPRSA balance was BZ$24.5 million (US$12.5 million) at the end of February 2008.  The 
current rate filing includes a request to recover deferred fuel costs through a surcharge of BZ 
4.5 cents per kWh.  An initial decision on the BEL’s 2008/2009 rate filing is expected on May 
2, 2008, with a final decision to be issued by June 26, 2008. 

Although we believe that the rate-setting process at BEL may be contentious in the short term, 
we do not expect that rate proceedings at BEL will have a material impact on Fortis’ 
consolidated results.  We estimate that the earnings contribution from BEL represents 
approximately 4% of Fortis’ consolidated earnings. 

Estimates 

We have updated our estimates to reflect slightly better-than-expected performance at Terasen 
Gas.  In addition, we have updated our quarterly estimates to reflect the revised accounting for 
purchased electricity at Newfoundland Power.  Our diluted EPS estimates increase to $1.53 
from $1.51 in 2008 and to $1.55 from $1.53 in 2009  

Valuation 

Our target price of $32.50 reflects a weighted valuation approach:  18x diluted 2009E EPS of 
$1.55 (12.5%); 1.75x 2009E BVPS of $18.63; and a target yield of 3.15% (75%) applied to our 
2009E dividend per share estimate of $1.04. 
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Recommendation 

We believe the shares are attractively valued, considering Fortis’ large organic growth pipeline 
and low-risk business model that focuses on the acquisition and operation of regulated electric 
and gas utilities.  Our rating is Outperform. 
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Table 1:  Consolidated Summary 
01-May-08 Michael McGowan
Current Price: $28.13 BMO Capital Markets
12-Month Target Price: $32.50
ROR: 19.1% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.55 $1.58

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.53 $1.55

Segmented EPS
Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.20

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08
CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.05

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.17 $0.19
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13

Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.22 $0.23
FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.48 $0.54

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.62 $0.61

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.47) ($0.45)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 64.5% 65.8%

Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 156.5 161.7

Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.42 18.63

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - -

Price:  Current - - - - - - $28.13
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - -

P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - -
P/E Ratio:  Current - - - - - - 18.1

Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - -

Price/Book Value:  Current - - - - - - 1.62

Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - -

Yield:  Current - - - - - - 3.55% 3.

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 369.6 650.4
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 5,061.0 5,008.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 50.0 50.0

Shareholders' Equity 584.2

17.8

1.51

70%

624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,742.1 3,089.4
1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,453.3 10,028.8

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 3.9% 6.5

Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 53.5% 49.9%
Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.8% 6.4%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.5%

Shareholders' Equity 33.7%

%

%

27.7% 28.3% 30.4% 24.8% 27.9% 29.0% 30.8%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 242.7 255.4

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 579.0 607.1

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.38    21  1.00   3.4     73  16.69   1.8     8

Average:    14   4.9     64   1.5  11.0

Growth(%):
5 Year:   6.3  14.0  14.5

10 Year:   9.9   8.3  10.1
20 Year:   4.8   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q4/2007.
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FTS - Rating as of 20-May-05 = OP

Date Rating Change Share Price

1 27-Jun-05 OP  to Mkt $20.01

2 30-Aug-05 Mkt  to OP $21.01

3 20-Sep-05 OP  to Mkt $23.18

4 10-May-06 Mkt  to OP $20.75

5 4-Jul-06 OP  to Mkt $22.60

6 8-Aug-06 Mkt  to OP $23.24

7 24-Nov-06 OP  to Mkt $28.20

8 3-Jan-07 Mkt  to NR $29.51

9 19-Feb-07 NR  to OP $27.94

1.4

1.6
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Non-
Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 47% 49% 
Hold Market Perform 50% 49% 46% 
Sell Underperform 8% 4% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Belize PUC Releases Rate Decision 
   

Impact  Potentially Negative 
   

Details & Analysis  On May 2 the Belize Public Utilities Commission (PUC) released its
initial decision for Belize Electricity Limited’s (BEL, 70.1% Fortis) 
annual tariff application, which was filed on April 2.  BEL’s application
requested that average electricity rates be increased by 13.4% (to
$0.50/kWh from $0.441/kWh) largely in order to mitigate the effect that
rising commodity prices have had on purchased power expenses, and 
recover BZ$24.5 million (U.S. $12.3 million) in purchased power costs
that have been deferred.   The PUC’s decision effectively denied BEL’s
request by: (1) approving an average cost of power of $0.441/kWh (which 
is identical to the current rate); (2) reducing the balance in the purchased
power deferral account by an unspecified amount; and (3) modifying
BEL’s rate structure in a manner that appears to allow for an increase in
the recovery of purchased power expenses and a decrease in other costs of 
service such as depreciation expense and the regulated return on BEL’s
assets.  We will follow up with management to discuss: (1) its strategy to
collect unrecovered costs related to prior purchased power amounts; (2) its 
response to the PUC’s decision; and (3) the impact, if any, on its
hydroelectric generation facilities located in Belize. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.55    18  1.00   3.6     64  16.69   1.7     9

Average:    14   4.9     64   1.5  11.0

Growth(%):
5 Year:   8.9  14.0  14.5

10 Year:  11.2   8.3  10.1
20 Year:   5.5   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 24-May-05 = OP

Date Rating Change Share Price

1 27-Jun-05 OP  to Mkt $20.01

2 30-Aug-05 Mkt  to OP $21.01

3 20-Sep-05 OP  to Mkt $23.18

4 10-May-06 Mkt  to OP $20.75

5 4-Jul-06 OP  to Mkt $22.60

6 8-Aug-06 Mkt  to OP $23.24

7 24-Nov-06 OP  to Mkt $28.20

8 3-Jan-07 Mkt  to NR $29.51

9 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 47% 49% 
Hold Market Perform 50% 49% 46% 
Sell Underperform 8% 4% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 7. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

Member of: Top 15 Value Stock Selections 
 Top 15 Income Stock Selections 

May 7, 2008 
Research Comment 
Toronto, Ontario 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
Assoc: Benjamin Pham 

 
Updating Outlook to Reflect Rate Proceedings in 
Belize; Outperform Rating Maintained 

Price (6-May) $27.10 52-Week High $29.94 
Target Price $31.50↓ 52-Week Low $24.50 
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(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.53  $1.55 
P/E   17.7x 17.5x 
 
CFPS $2.70  $2.71  $3.69  $3.75 
P/CFPS   7.4x 7.2x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,760 $9,795 $10,477 $10,845 
EBITDA ($mm) $531 $810 $1,107 $1,135 
EV/EBITDA 10.9x 12.1x 9.5x 9.6x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.29  $0.21  $0.44 
 
Dividend $1.00 Yield 3.7% 
Book Value $16.69 Price/Book 1.6x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,215 
Float O/S (mm) 155.5 Float Cap ($mm) $4,215 
Wkly Vol (000s) 1,919 Wkly $ Vol (mm) $52.9 
Net Debt ($mm) $6,046.8 Next Rep. Date 08-Aug (E) 
Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.56; 2009E: $1.61 

 
Event 
On May 2 the Belize Public Utilities Commission (PUC) released its initial
decision for Belize Electricity Limited’s (BEL, 70.1% Fortis) annual tariff 
application, which was filed on April 2.  BEL’s application requested that
average electricity rates be increased by 13.4% (to BZ$0.50/kWh from 
BZ$0.441/kWh) largely in order to mitigate the effect that rising commodity
prices have had on purchased power expenses, and recover BZ$24.5 million
(U.S. $12.3 million) in purchased power costs that have been deferred.   The
PUC’s decision effectively denied BEL’s request by approving an average cost
of power of BZ$0.441/kWh (which is identical to the current rate).   
 
Impact 
Slightly Negative.  Although earnings from BEL represent only 4% of Fortis’
consolidated earnings, we believe the rate proceedings at BEL may increase
near-term regulatory risk.  We do not expect the rate proceedings at BEL to
affect earnings from Fortis’ Belizean hydroelectric facilities. 
 
Forecasts 

Our financial forecasts are unchanged. 
 
Valuation 
Our revised target price of $31.50 reflects a weighted valuation approach: 18x
diluted 2009E EPS of $1.55 (12.5%); 1.75x 2009E BVPS of $18.44 (12.5%);
and a target yield of 3.25% (75%), assuming 2009 dividends per share of $1.04.  
 
Recommendation 

We believe the shares are attractively valued, considering Fortis’ large organic 
growth pipeline and relatively low-risk business model that focuses on the
acquisition and operation of regulated electric and gas utilities. Our rating is
Outperform. 
 
 Changes   Target

                 $32.50 to $31.50 
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Details & Analysis 

On May 2 the Belize Public Utilities Commission (PUC) released its initial decision for Belize 
Electricity Limited’s (BEL, 70.1% Fortis) annual tariff application, which was filed on April 2.  
BEL’s application requested that average electricity rates be increased by 13.4% (to 
BZ$0.50/kWh from BZ$0.441/kWh) largely in order to mitigate the effect that rising 
commodity prices have had on purchased power expenses, and recover BZ$24.5 million (U.S. 
$12.3 million) in purchased power costs that have been deferred. The PUC’s decision 
effectively denied BEL’s request by approving an average cost of power of BZ$0.441/kWh 
(which is identical to the current rate).   

Other notable aspects from the PUC’s initial decision include: 

• Reducing the balance in purchased power deferral account (referred to as the Cost of Power 
Rate Stabilization Account “CPRSA”) by an amount that was unspecified in the initial 
decision.  Reports in the Belizean press have indicated that the PUC may have reduced the 
beginning balance in the CPRSA from BZ$18.9 million (US$9.4 million) to approximately 
BZ$0.7 million (US $0.35 million).  

• Disallowing the inclusion of fuel deferrals for January, February and March into the 
CPRSRA.  We believe approximately BZ$6 million (US$3 million) of fuel costs were 
deferred during January and February of 2008.  Actual deferred fuel costs for March were 
not disclosed. 

• Modifying BEL’s rate structure in a manner that appears to allow for an increase in the 
recovery of purchased power expenses and a decrease in other costs of service such as 
depreciation expense and the regulated return on BEL’s assets.   A comparison of the rate 
increase requested by BEL and the preliminary rates approved by the regulator are set out 
in Table 1. 

Table 1:  Requested Rate Increase vs. Preliminary Decision (BZ cents per kWh) 

Current Rate
BEL 

Requested
PUC 

Approved
Approved vs. 

Requested
Approved vs. 
Current Rate

Refrerence Cost of Power $0.253 $0.287 $0.307 $0.020 $0.054
Value Added Delivery $0.168 $0.168 $0.130 ($0.038) ($0.038)
Rate Stabilization Recovery $0.020 $0.045 $0.004 ($0.041) ($0.016)
Total $0.441 $0.500 $0.441 ($0.059) $0.000

Source:  Belize Public Utilities Commission, Company Reports, BMO Capital Markets
 

The PUC’s decision appears to allow BEL to recover higher fuel costs in rates (which would 
reduce the need for fuel deferrals), while effectively reducing Fortis’s allowed rate of return.  
Comments made by the Chairman of the Belize PUC indicate that the PUC may be seeking to 
reduce BEL’s regulated return on assets to 8.5% from the current allowed range of 10 -15%. 

It is our understanding that BEL will file an objection to the PUC’s initial decision and the PUC 
will now appoint an independent expert to review BEL’s application and the PUC’s decision.  
We understand that the expert’s report is due on June 11 and the PUC will release its final rate 
decision on June 26. 
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In a research comment published on May 2, we noted that although the rate-setting process at 
BEL may be contentious in the short term, we do not expect that rate proceedings at BEL to 
have a material effect on Fortis’ consolidated results.  

We estimate that BEL represents approximately 4% of Fortis’ consolidated earnings and do not 
expect that the rate proceedings between BEL and the PUC to affect the financial results from 
Fortis’ Belizean hydroelectric facilities. 

Estimates 

Our financial forecasts are unchanged. 

Valuation 

Our revised target price of $31.50 reflects a weighted valuation approach: 18x diluted 2009E 
EPS of $1.55 (12.5%); 1.75x 2009E BVPS of $18.44 (12.5%); and a target yield of 3.25% 
(75%), assuming 2009 dividends per share of $1.04.   

We have increased our target yield to 3.25% from 3.15% to reflect slightly higher regulatory 
risk at Belize Electricity Limited. 

Recommendation 

We believe the shares are attractively valued, considering Fortis’ large organic growth pipeline 
and relatively low-risk business model that focuses on the acquisition and operation of 
regulated electric and gas utilities. Our rating is Outperform. 
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Table 1:  Consolidated Summary 

 
06-May-08 Michael McGowan
Current Price: $27.10 BMO Capital Markets
12-Month Target Price: $31.50
ROR: 19.9% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.55 $1.58

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.53 $1.55

Segmented EPS
Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.20

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08
CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.05

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.17 $0.19
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13

Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.22 $0.23

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.48 $0.54
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.62 $0.61

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.47) ($0.45)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04

Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 64.5% 65.8%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 156.5 161.7
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.42 18.63

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - -

Price:  Current - - - - - - $27.10

P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - -

P/E Ratio:  Current - - - - - - 17.5
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - -

Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - -
Price/Book Value:  Current - - - - - - 1.56

Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - -

Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - -
Yield:  Current - - - - - - 3.69% 3.

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 369.6 650.4
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 5,061.0 5,008.4

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0

Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0
Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 640.6 640.6

Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 50.0 50.0
Shareholders' Equity 584.2

17.2

1.45

84%

624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,742.1 3,089.4

1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,453.3 10,028.8
Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 3.9% 6.5
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 53.5% 49.9%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 6.8% 6.4%

Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.5%
Shareholders' Equity 33.7%

%

%

27.7% 28.3% 30.4% 24.8% 27.9% 29.0% 30.8%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 242.7 255.4

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 579.0 607.1

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  12.19   2.4    11

Current*     1.55    18  1.00   3.6     64  16.69   1.7     9

Average:    14   4.9     64   1.5  11.0

Growth(%):
5 Year:   8.9  14.0  14.5

10 Year:  11.2   8.3  10.1
20 Year:   5.5   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 25-May-05 = OP

Date Rating Change Share Price

1 27-Jun-05 OP  to Mkt $20.01

2 30-Aug-05 Mkt  to OP $21.01

3 20-Sep-05 OP  to Mkt $23.18

4 10-May-06 Mkt  to OP $20.75

5 4-Jul-06 OP  to Mkt $22.60

6 8-Aug-06 Mkt  to OP $23.24

7 24-Nov-06 OP  to Mkt $28.20

8 3-Jan-07 Mkt  to NR $29.51

9 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Non-
Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO First Call 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 42% 47% 49% 
Hold Market Perform 50% 49% 46% 
Sell Underperform 8% 4% 5% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include: Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
Fortis Ontario (100%, Fort Erie, Ontario), Belize Electricity 
(70.1%, Belize), Caribbean Utilities (54%, Grand Cayman 
Island), Turks and Caicos (100%, Turks and Caicos), 

FortisAlberta (100%, Alberta) and FortisBC (100%, British 
Columbia). Website: fortisinc.com 
Recent Results – Fortis reported Q1/08 EPS of $0.58. 
Comparable EPS of $0.62 exceeded our estimate of $0.58 
after adjusting for a regulatory decision at Newfoundland 
Power. The decision resulted in a change in the way 
purchased power expenses are allocated during the year and 
reduced Q1/08 earnings by $6 million ($0.04/share). The 
remaining difference between actual and expected results 

           (FY-Dec.) 2006A 2007A 2008E 2009E
 

Price (12-Jun) $27.36 52-Week High $29.94 EPS  $1.33 $1.29 $1.53 $1.55 
Target Price $31.50 52-Week Low $24.50 P/E   17.9x 17.7x 
 

Dividend $1.00 Book Value $16.69 CFPS  $2.70 $2.71 $3.70 $3.76 
Yield 3.7% Price/Book 1.6x P/CFPS   7.4x 7.3x 
 

Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,255 Div.  $0.67 $0.82 $1.00 $1.04 
Float O/S (mm) 155.5 Float Cap ($mm) $4,255 EV ($mm) $5,760 $9,795 $10,529 $10,900 
Wkly Vol (000s) 1,875 Wkly $ Vol (mm) $51.7 EBITDA ($mm) $531 $810 $1,106 $1,132 
Net Debt ($mm) $6,047 Next Rep. Date 8-Aug  (E) EV/EBITDA  10.9x 12.1x 9.5x 9.6x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 11.3% 7.2% 8.8% 8.2% 
2006A $0.35  $0.33  $0.37  $0.33 Book Value ($) $12.19  $16.69  $17.41  $18.63  
2007A $0.40  $0.31  $0.20  $0.46 D/Tot. Cap. (%) 65.9% 64.7% 66.0% 64.5% 
2008E $0.58 a $0.31  $0.23  $0.44 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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was largely related to earnings at Terasen Gas, which were 
$8.1 million ($0.05/share) higher than expected. We have 
stated Q1/08 EPS as $0.58, inclusive of the regulatory 
accounting adjustment at Newfoundland Power. 
Corporate Developments – On May 2, the Belize Public 
Utilities Commission (PUC) released its initial decision for 
Belize Electricity Limited’s (BEL, 70.1% Fortis) annual 
tariff application, which was filed on April 2. The PUC 
effectively denied BEL’s request to increase average 
electricity rates by 13.4%, or $0.50/kWh, and recover 
BZ$24.5 million (U.S. $12.3 million) in deferred purchased 
power costs by: (1) approving the current average cost of 
power of $0.441/kWh; (2) reducing the balance in the 
purchased power deferral account by an unspecified 
amount; and (3) modifying BEL’s rate structure in a manner 
that appears to allow for an increase in the recovery of 
purchased power expenses and a decrease in other costs of 

service such as depreciation expense and the regulated 
return on BEL’s assets. A final decision is expected on June 
26. 
Forecasts – Our diluted EPS estimates are $1.53 in 2008 
and $1.55 in 2009. 
Valuation – Our target price of $31.50 reflects a weighted 
valuation approach: 18x diluted 2009E EPS of $1.55 
(12.5%), 1.75x 2009E BVPS of $18.63 (12.5%) and a target 
yield of 3.25% (75%) applied to our 2009E dividend per 
share estimate of $1.04. 
Recommendation – We believe the shares are attractively 
valued, considering Fortis’ large organic growth pipeline 
and relatively low-risk business model that focuses on the 
acquisition and operation of regulated electric and gas 
utilities. Our rating is Outperform. Member of Top 15 
Income and Value stock selections. 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report 
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates 
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain 
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.56    18  1.00   3.7     64  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.9  14.0  14.5

10 Year:  11.2   8.3  10.1
20 Year:   5.5   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 11-Jul-05 = Mkt

Date Rating Change Share Price

1 30-Aug-05 Mkt  to OP $21.01

2 20-Sep-05 OP  to Mkt $23.18

3 10-May-06 Mkt  to OP $20.75

4 4-Jul-06 OP  to Mkt $22.60

5 8-Aug-06 Mkt  to OP $23.24

6 24-Nov-06 OP  to Mkt $28.20

7 3-Jan-07 Mkt  to NR $29.51

8 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group 
and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of 
this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources 
that we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who 
prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should 
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  Starmine 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 43% 53%  52% 
Hold Market Perform 48% 45%  42% 
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Sell Underperform 9% 2%  6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
“relevant persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Final Decision on Belize Rates Announced 
   

Impact  Negative 
   

Details & Analysis  On June 27, the Belize Public Utilities Commission (PUC) released its
final decision for Belize Electricity Limited's (BEL, 70.1% Fortis) annual 
tariff application, which was filed on April 2.  The PUC's final decision is
largely consistent with the preliminary decision issued on May 2.
Specifically, the PUC's final decision appears to: (1) maintain current
electricity rates at BZ$0.441/kWh; (2) disallow BZ$36 million (C$12.6
million of which is Fortis' share) of previously deferred costs; and (3)
lower BEL's allowed return on rate base to 10% from 12%.  A discussion
with Fortis management has indicated that the PUC's decision may reduce 
the annual earnings contribution from BEL by $6 million or $0.04/share.
Although we understand that BEL intends to legally contest the PUC's
final decision, it is possible that Fortis will record a charge of C$12.6
million ($0.08/share) in Q2/08 in respect of the regulatory disallowances. 
While we do not view the PUC's final decision favourably, we note that:
(1) a reduction in the earnings contribution from BEL was likely expected
since May 2, when the PUC released its preliminary decision; and (2) the 
final decision contains language that indicates that the component of
electricity rates that relate to the cost of generating power is to be adjusted
monthly, which should mitigate the prospect of future cost disallowances
related to electricity procurement or power generation. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.56    18  1.00   3.7     64  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.9  14.0  14.5

10 Year:  11.2   8.3  10.1
20 Year:   5.5   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 19-Jul-05 = Mkt

Date Rating Change Share Price

1 30-Aug-05 Mkt  to OP $21.01

2 20-Sep-05 OP  to Mkt $23.18

3 10-May-06 Mkt  to OP $20.75

4 4-Jul-06 OP  to Mkt $22.60

5 8-Aug-06 Mkt  to OP $23.24

6 24-Nov-06 OP  to Mkt $28.20

7 3-Jan-07 Mkt  to NR $29.51

8 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 43% 53% 52% 
Hold Market Perform 48% 45% 42% 
Sell Underperform 9% 2% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 7. 

 

Fortis Inc. 
(FTS-TSX) 
 
Stock Rating: Outperform  
Industry Rating: Market Perform 
 

Member of: Top 15 Value Stock Selections 
 Top 15 Income Stock Selections 

July 2, 2008 
Research Comment 
Toronto, Ontario 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
Assoc: Benjamin Pham 
 

 
Final Decision on Belize Rates Announced; 
Outperform Rating Maintained 
 
Event 
On June 27, the Belize Public Utilities Commission (PUC) released its final
decision for Belize Electricity Limited's (BEL, 70.1% Fortis) annual tariff
application, which was filed on April 2.  The PUC's final decision is largely
consistent with the preliminary decision issued on May 2.  Specifically, the
PUC's final decision appears to: (1) maintain current electricity rates at
BZ$0.441/kWh; (2) result in regulatory disallowances totalling BZ$36 million 
(C$12.6 million of which is Fortis' share); and (3) lower BEL's allowed return
on rate base to 10% from 12%. 
 
Impact 
Negative.   
 
Forecasts 
We have updated our financial forecast to reflect the Belize PUC�s final 
decision.  Our diluted EPU estimates decline to $1.50 in 2008 and $1.52 in 
2009.  Although we understand that BEL intends to legally contest the PUC�s
final decision, it is possible that Fortis will record a charge of C$12.6 million in 
Q2/08 in respect of the regulatory disallowances. 
 
Valuation 
Our revised target price of $31 reflects a weighted valuation approach: 17x 
diluted 2009E EPS of $1.52 (12.5%), 1.75x 2009E book value of $18.57
(12.5%) and a target yield of 3.25% (75%), assuming 2009 dividends per share
of $1.04. 
 
Recommendation 
We believe the shares are attractively valued, considering Fortis� large organic
growth pipeline and business model that focus on the acquisition and operation
of regulated electric and gas utilities.  Our rating is Outperform. 
 
 

Price (30-Jun) $27.16 52-Week High $29.94 
Target Price $31.00↓ 52-Week Low $24.50 
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(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.50↓ $1.52↓
P/E   18.1x 17.9x 
 
CFPS $2.70  $2.71  $3.70  $3.76 
P/CFPS   7.3x 7.2x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,760 $9,795 $10,514 $10,882 
EBITDA ($mm) $531 $810 $1,109 $1,133 
EV/EBITDA 10.9x 12.1x 9.5x 9.6x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.30↓ $0.22↓ $0.43↓
 
Dividend $1.00 Yield 3.7% 
Book Value $16.69 Price/Book 1.6x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,224 
Float O/S (mm) 155.5 Float Cap ($mm) $4,224 
Wkly Vol (000s) 1,873 Wkly $ Vol (mm) $51.5 
Net Debt ($mm) $6,046.8 Next Rep. Date 08-Aug (E) 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.55; 2009E: $1.60 

Changes Annual EPS  Quarterly EPS Target
 2008E $1.53 to $1.50         Q2/08E $0.31 to $0.30 $31.50 to $31.00 
 2009E $1.55 to $1.52         Q3/08E $0.23 to $0.22  
             Q4/08E $0.44 to $0.43    
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Details & Analysis 

On June 27, the Belize Public Utilities Commission (PUC) released its final decision for Belize 
Electricity Limited's (BEL, 70.1% Fortis) annual tariff application, which was filed on April 2.  
The PUC's final decision is largely consistent with the preliminary decision issued on May 2, 
which we discussed in a research note published on May 7, 2008. 

Specifically, the PUC�s final decision appears to: (1) maintain current electricity rates at 
BZ$0.441/kWh; (2) result in regulatory disallowances totalling BZ$36 million (C$12.6 million 
of which is Fortis' share); and (3) lower BEL's allowed return on rate base to 10% from 12%. 

Per a discussion with Fortis management, the PUC�s decision is expected to reduce the annual 
earnings contribution from BEL by approximately C$6 million or $0.04 per share.   

Regulatory Disallowances Applied to Cost of Power Deferral Account, 
Thereby Re-Basing Rates 

The PUC�s final decision resulted in regulatory disallowances that, in aggregate, sum to 
BZ$36.2 million.  These disallowances are largely the result of prior-period adjustments to the 
calculation of BEL�s regulated rate base for the periods 2005�2007, and a subsequent 
recalculation of depreciation and regulated returns using the modified rate base values.   

Specifically, the PUC�s calculation removed the following items from BEL�s rate base: (1) 
working capital; (2) the book value of the Mollejon Transmission Line; (3) Construction Work 
in Progress; and (4) 50% of assets that were placed in service during each year from 2005�
2007.   

The BZ$36.2 million in regulatory disallowances appear to have been used to reduce the 
outstanding balance in the Cost of Power Rate Stabilization Account (�CPRSA�), a deferral 
account where variances between the cost of acquiring power and the cost of purchased power 
reflected in customer rates were charged.  Uncollected balances in the CPRSA accrued interest 
at 12% per annum. 

Per a review of the final decision, and the revised rate-setting methodology, the PUC does not 
appear to be ideologically opposed to allowing BEL to recover prudently incurred purchased 
power and power generation expenses. However, the growing balance in the CPRSA and the 
practice of accruing interest on outstanding CPRSA balances appear to have been controversial. 

Per page 35 of the final decision, the PUC noted that,  

�The Commission has assessed the value of the CPRSA and has concluded that the cost 
of the CPRSA outweighs the benefits, and the Commission will bring the account to a 
close.  It is expected that Consumers will be required to pay monthly for the full cost of 
power, since this is a lower cost option than to keep the CPRSA, and will relieve BEL 
of cash flow pressures as a result of the deferral of excess power cost expenses.� 

Taken in aggregate, the PUC�s actions appear to constitute an effort to re-base customer rates at 
a time when record commodity prices have rapidly increased the cost of generating electricity.  
Now that rates at BEL have effectively been reset, we are hopeful that the PUC�s intention to 
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allow BEL to more frequently pass the cost of power through to customers should reduce the 
prospect of future cost disallowances related to electricity procurement or power generation.   

However, we do not believe that the PUC�s final decision is fair to BEL shareholders, and we 
believe that the rate proceedings in Belize have increased near-term regulatory risk.  We note, 
however, that contributions from BEL represent a relatively minor component of Fortis� 
consolidated earnings.  Rate base additions of $4 billion over the next five years in relatively 
low-risk jurisdictions, such as Alberta and British Columbia, will drive EPS growth and further 
reduce Fortis� exposure to Belize. 

Estimates 

We have updated our financial forecast to reflect the Belize PUC�s final decision.  Our diluted 
EPU estimates decline to $1.50 in 2008 and $1.52 in 2009.  Although we understand that BEL 
intends to legally contest the PUC�s final decision, it is possible that Fortis will record a charge 
of C$12.6 million in Q2/08 in respect of the regulatory disallowances.   

Valuation 

Our revised target of $31 reflects a weighted valuation approach: 17x diluted 2009E EPS of 
$1.52 (12.5%), 1.75x 2009E book value of $18.57 (12.5%) and a target yield of $3.25% (75%), 
assuming 2009 dividends per share of $1.04. 

We have decreased our P/E to 17x from 18x to reflect heightened regulatory risk at BEL. 

Recommendation 

We believe the shares are attractively valued, considering Fortis� large organic growth pipeline 
and business model that focus on the acquisition and operation of regulated electric and gas 
utilities.  Our rating is Outperform. 
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01-Jul-08 Michael McGowan
Current Price: $27.16 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 17.8% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E 2010E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.54 $1.60
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.50 $1.52 $1.57
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.20 $0.20
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.05 $0.05
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.17 $0.19 $0.21

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13 $0.12
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.20 $0.20 $0.22

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.48 $0.54 $0.56
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.62 $0.61 $0.57

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.47) ($0.46) ($0.42)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04 $1.08
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 65.5% 67.5% 67.7%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 156.5 161.7 166.0
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.39 18.57 19.11

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - - -

Price:  Current - - - - - - $27.16
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - - -

P/E Ratio:  Current - - - - - - 17.8 17.6 17.0
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - - -

Price/Book Value:  Current - - - - - - 1.56 1.46 1.42
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - - -

Yield:  Current - - - - - - 3.68% 3.83% 3.98%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 547.9 833.3 1,355.4
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 4,857.9 4,805.3 4,554.0

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 670.6 670.6 670.6
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 50.0 50.0 50.0

Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,738.2 3,079.2 3,174.7
1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,454.7 10,028.4 10,394.7

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 5.8% 8.3% 13.0%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 51.4% 47.9% 43.8%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7% 4.6%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 7.1% 6.7% 6.5%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.5% 0.5%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.9% 29.0% 30.7% 30.5%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 238.8 249.1 264.8

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 575.8 602.2 650.2

Year Ending December 31

Table 1:  Consolidated Summary 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.56    18  1.00   3.7     64  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.9  14.0  14.5

10 Year:  11.2   8.3  10.1
20 Year:   5.5   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 19-Jul-05 = Mkt

Date Rating Change Share Price

1 30-Aug-05 Mkt  to OP $21.01

2 20-Sep-05 OP  to Mkt $23.18

3 10-May-06 Mkt  to OP $20.75

4 4-Jul-06 OP  to Mkt $22.60

5 8-Aug-06 Mkt  to OP $23.24

6 24-Nov-06 OP  to Mkt $28.20

7 3-Jan-07 Mkt  to NR $29.51

8 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst�s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (�BMO NB�).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  �BMO Capital Markets� is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (�BMO Financial Group�) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 43% 53% 52% 
Hold Market Perform 48% 45% 42% 
Sell Underperform 9% 2% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted � Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier�Top Pick�was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the �Order�) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as �relevant 
persons�).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Capital Budgets Filed; Outperform Rating 
Unchanged 
 
Event 
A number of Fortis subsidiaries have recently filed capital budgets with 
provincial regulatory authorities for approval.  On June 27, 2008 Fortis BC filed 
its 2009-2010 capital expenditure plan with the BC Utilities Commission, 
requesting approval of $178.8 million of capital expenditures in 2009 and 
$181.1 million in 2010.  On July 9, Maritime Electric filed its 2009 capital
budget application with the Island Regulatory and Appeals Commission.  The
application requested approval of capital expenditures of $19.4 million in 2009
and made note of anticipated spending of $21.4 million in 2010.  On July 11,
Newfoundland Power filed its 2009 capital budget with the Newfoundland and
Labrador Board of Commissioners of Public Utilities, requesting the approval of
a capital expenditure budget of $62 million in 2009. 
 
Impact 
Neutral. 
 
Forecasts 
We have updated our forecasts to reflect rate base additions consistent with the 
capital budgets filed with provincial regulatory authorities.  Our diluted 2008 
EPS estimate of $1.50 is unchanged and our diluted 2009 EPS estimate 
increases to $1.53 from $1.52. 
 
Valuation 
Our target price reflects a weighted valuation approach:  17x diluted 2009E EPS 
of $1.53 (12.5%), 1.75x 2009E book value per share of $18.58 (12.5%), and a
target yield of 3.25% (75%), assuming 2009 dividends per share of $1.04. 
 
Recommendation 
We believe Fortis� shares are attractively valued.  Our rating is Outperform. 
 
 

Price (15-Jul) $24.43 52-Week High $29.94 
Target Price $31.00  52-Week Low $24.43 
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(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.50  $1.53↑
P/E   16.3x 16.0x 
 
CFPS $2.70  $2.71  $3.70  $3.76 
P/CFPS   6.6x 6.5x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,760 $9,795 $10,105 $10,466 
EBITDA ($mm) $531 $810 $1,265 $1,293 
EV/EBITDA 10.9x 12.1x 8.0x 8.1x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.30  $0.22  $0.43 
 
Dividend $1.00 Yield 4.1% 
Book Value $16.69 Price/Book 1.5x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $3,799 
Float O/S (mm) 155.5 Float Cap ($mm) $3,799 
Wkly Vol (000s) 1,872 Wkly $ Vol (mm) $51.5 
Net Debt ($mm) $6,046.8 Next Rep. Date 08-Aug (E) 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.54; 2009E: $1.59 

Changes Annual EPS  
 2009E $1.52 to $1.53                
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Table 1. Consolidated Summary Sheet 
15-Jul-08 Michael McGowan
Current Price: $24.43 BMO Capital Markets
12-Month Target Price: $31.00
ROR: 31.0% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.50 $1.53
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.05
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.17 $0.19

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.20 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.48 $0.55
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.62 $0.61

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.47) ($0.46)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 65.5% 67.0%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 156.5 161.7
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.39 18.58

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - -

Price:  Current - - - - - - $24.43
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - -

P/E Ratio:  Current - - - - - - 16.0 15.7
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - -

Price/Book Value:  Current - - - - - - 1.40 1.32
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - -

Yield:  Current - - - - - - 4.09% 4.26%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 547.9 910.7
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 4,857.9 4,805.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 670.6 670.6
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 50.0 50.0

Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,738.2 3,081.0
1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,454.7 10,107.6

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 5.8% 9.0%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 51.4% 47.5%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 7.1% 6.6%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.5%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.9% 29.0% 30.5%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 238.8 250.9

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 575.8 607.1

Year Ending December 31

 
 
Source: BMO Capital Markets
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.56    17  1.00   3.7     64  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.1  14.0  14.5

10 Year:  12.8   8.3  10.1
20 Year:   5.1   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 3-Aug-05 = Mkt

Date Rating Change Share Price

1 30-Aug-05 Mkt  to OP $21.01

2 20-Sep-05 OP  to Mkt $23.18

3 10-May-06 Mkt  to OP $20.75

4 4-Jul-06 OP  to Mkt $22.60

5 8-Aug-06 Mkt  to OP $23.24

6 24-Nov-06 OP  to Mkt $28.20

7 3-Jan-07 Mkt  to NR $29.51

8 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst�s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (�BMO NB�).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  �BMO Capital Markets� is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (�BMO Financial Group�) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 43% 53% 52% 
Hold Market Perform 48% 45% 42% 
Sell Underperform 9% 2% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted � Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier�Top Pick�was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the �Order�) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as �relevant 
persons�).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Research Comment 
Toronto, Ontario 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
Assoc: Benjamin Pham 

 

Target Price Reduced to Reflect Lower Valuation 
Multiples; Outperform Rating Maintained 
 
Event 
On July 21, we published a sector comment entitled �Correlation Breakdown:
Revising Target Prices and Ratings to Reflect Market Realities,� where we
noted that regulated rates of return for utilities operating in Canada are poised to
fall by an average of 17 basis points in 2009 at a time when the historical
relationship between Government of Canada bond yields and dividend yields
appears to have broken down.  We believe the combination of these factors
suggests that the recent compression in valuation multiples for companies in our 
coverage universe may be warranted.  We are revising our valuation 
assumptions to incorporate a target dividend yield 3.75%, up from 3.25%, to 
reflect the possibility of lower regulated ROE in 2009 and to more closely align
our target dividend yield with the observed trading yield.  Our target price 
decreases to $28 from $31. 
 
Impact 
Mixed.  Although the change in our valuation assumptions has resulted in a
reduction to our target price, we believe that Fortis is attractively valued. 
 
Forecasts 
There are no changes to our financial forecasts. 
 
Valuation 
Our revised target price of $28 reflects a weighted valuation approach: 17x
diluted 2009E EPS of $1.53 (12.5%), 1.75x 2009E book value per share of
$18.58 (12.5%) and a target yield of 3.75% (75%), assuming 2009 dividends per
share of $1.04. 
 
Recommendation 
We believe that Fortis� shares are attractively valued, considering its large
organic growth pipeline.  Our rating is Outperform. 
 
 

Price (18-Jul) $24.64 52-Week High $29.94 
Target Price $28.00↓ 52-Week Low $24.11 
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(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.50  $1.53 
P/E   16.4x 16.1x 
 
CFPS $2.70  $2.71  $3.70  $3.76 
P/CFPS   6.7x 6.6x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,760 $9,795 $10,141 $10,580 
EBITDA ($mm) $531 $810 $1,265 $1,305 
EV/EBITDA 10.9x 12.1x 8.0x 8.1x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.30  $0.22  $0.43 
 
Dividend $1.00 Yield 4.1% 
Book Value $16.69 Price/Book 1.5x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $3,832 
Float O/S (mm) 155.5 Float Cap ($mm) $3,832 
Wkly Vol (000s) 1,867 Wkly $ Vol (mm) $51.3 
Net Debt ($mm) $6,046.8 Next Rep. Date 08-Aug (E) 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.53; 2009E: $1.58 

Changes   Target
                 $31.00 to $28.00 
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Table 1:  Consolidated Summary 
20-Jul-08 Michael McGowan
Current Price: $24.64 BMO Capital Markets
12-Month Target Price: $28.00
ROR: 17.7% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.50 $1.53
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.05
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.17 $0.19

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.20 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.48 $0.55
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.62 $0.61

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.47) ($0.46)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 65.5% 67.0%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 156.5 161.7
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.39 18.58

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - -

Price:  Current - - - - - - $24.64
P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - -
P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - -

P/E Ratio:  Current - - - - - - 16.1 15.9
Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - -
Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - -

Price/Book Value:  Current - - - - - - 1.42 1.33
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - -

Yield:  Current - - - - - - 4.06% 4.22%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 547.9 910.7
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 4,857.9 4,805.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 670.6 670.6
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 50.0 50.0

Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,738.2 3,081.0
1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,454.7 10,107.6

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 5.8% 9.0%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 51.4% 47.5%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 7.1% 6.6%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.5%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.9% 29.0% 30.5%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 238.8 250.9

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 575.8 607.1

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.56    17  1.00   3.7     64  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.1  14.0  14.5

10 Year:  12.8   8.3  10.1
20 Year:   5.1   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 9-Aug-05 = Mkt

Date Rating Change Share Price

1 30-Aug-05 Mkt  to OP $21.01

2 20-Sep-05 OP  to Mkt $23.18

3 10-May-06 Mkt  to OP $20.75

4 4-Jul-06 OP  to Mkt $22.60

5 8-Aug-06 Mkt  to OP $23.24

6 24-Nov-06 OP  to Mkt $28.20

7 3-Jan-07 Mkt  to NR $29.51

8 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst�s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (�BMO NB�).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  �BMO Capital Markets� is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (�BMO Financial Group�) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 43% 53% 52% 
Hold Market Perform 48% 45% 42% 
Sell Underperform 9% 2% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
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** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted � Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier�Top Pick�was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the �Order�) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as �relevant 
persons�).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Q2/08 Earnings Reflect Accounting Charges 
   

Impact  Slightly Negative 
   

Details & Analysis  Fortis reported Q2/08 GAAP EPS of $0.19.  After adjusting for: (1) a $13
million ($0.08/share) charge related to the company’s share of a regulatory
disallowance of previously incurred fuel and purchased power costs at
Belize Electricity Limited (BEL, 70.1% Fortis); and (2) a $2 million 
($0.01/share) charge related to the repayment of a refund received in 2007
related to cross-border transmission interconnection agreements at Fortis 
Ontario, comparable EPS of $0.28 exceeded the First Call Mean of $0.27
and were slightly below our estimate of $0.30.  With the exception of
BEL, the majority of Fortis’s subsidiaries appear to be performing well
and we note the following developments from the release: (1) On July 25,
BEL filed an application for judicial review and appeal of the Belize 
Public Utility Commission’s decision regarding BEL’s 2008/2009 rate
application with the Supreme Court of Belize; (2) As a result of the PUC’s
decision, BEL is in violation of certain debt covenants and approximately
C$16 million of BEL’s debt is in default.  We understand BEL is seeking
a waiver from its lenders. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.56    17  1.00   3.7     64  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.1  14.0  14.5

10 Year:  12.8   8.3  10.1
20 Year:   5.1   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 29-Aug-05 = Mkt

Date Rating Change Share Price

1 30-Aug-05 Mkt  to OP $21.01

2 20-Sep-05 OP  to Mkt $23.18

3 10-May-06 Mkt  to OP $20.75

4 4-Jul-06 OP  to Mkt $22.60

5 8-Aug-06 Mkt  to OP $23.24

6 24-Nov-06 OP  to Mkt $28.20

7 3-Jan-07 Mkt  to NR $29.51

8 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 43% 53% 52% 
Hold Market Perform 48% 45% 42% 
Sell Underperform 9% 2% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 8 to 10. 
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Target Price $28.00  52-Week Low $24.11 
 

10

15

20

25

30

1.0

1.1

1.2

1.3

1.4

1.5

1.6

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share

0

10

20

0

10

20
Volume (mln)

2004 2005 2006 2007 2008
80

100

120

80

100

120
FTS Relative to S&P/TSX Comp

Last Data Point: August 8, 2008
 

(FY-Dec.) 2006A 2007A 2008E 2009E 
EPS $1.33  $1.29  $1.50  $1.53 
P/E   17.8x 17.5x 
 
CFPS $2.70  $2.71  $3.70  $3.76 
P/CFPS   7.2x 7.1x 
 
Div.  $0.67 $0.82 $1.00 $1.04 
EV ($mm) $5,760 $9,795 $10,465 $10,913 
EBITDA ($mm) $531 $810 $1,272 $1,343 
EV/EBITDA 10.9x 12.1x 8.2x 8.1x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2006A $0.35  $0.33  $0.37  $0.33 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.28a $0.22  $0.44 
 
Dividend $1.00 Yield 3.7% 
Book Value $16.69 Price/Book 1.6x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,162 
Float O/S (mm) 155.5 Float Cap ($mm) $4,162 
Wkly Vol (000s) 1,926 Wkly $ Vol (mm) $52.9 
Net Debt ($mm) $6,046.8 Next Rep. Date 07-Nov (E) 

Q2/08 Results Reflect Accounting Adjustments; 
Outperform Rating Maintained 
 

Event 
Fortis reported Q2/08 GAAP EPS of $0.19. After adjusting for: (1) a $13
million ($0.08/share) charge related to the company's share of regulatory 
disallowances at Belize Electricity Limited (BEL, 70.1% Fortis) associated with 
BEL’s 2008/2009 rate application; and (2) a $2 million ($0.01/share) charge
related to the repayment of a refund received in 2007 related to cross-border 
transmission interconnection agreements at FortisOntario, comparable EPS of
$0.28 exceeded the First Call Mean of $0.27 and were slightly below our 
estimate of $0.30. 
 
Impact 
Mixed. Although Q2/08 GAAP earnings were affected by non-recurring 
charges, the majority of Fortis’ business segments continues to perform well.    
 
Forecasts 
Although Q2/08 adjusted EPS were $0.02/share below our estimate, we believe
the variance is attributable to the seasonality of earnings at Terasen Gas and
Fortis Alberta.  Our financial forecasts for 2008 and 2009 are unchanged. 
 
Valuation 
Our valuation reflects a weighted approach:  17x diluted 2009E EPS of $1.53
(12.5%), 1.75x 2009E book value per share of $18.58, and a target yield of
3.75% (75%), assuming 2009E dividends per share of $1.04. 
 
Recommendation 
We believe that Fortis’ shares are attractively valued, considering its large
organic growth pipeline.  Our rating is Outperform. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.55; 2009E: $1.60 
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Details & Analysis 

Fortis reported Q2/08 GAAP EPS of $0.19.  After adjusting for: (1) a $13 million ($0.08/share) 
charge related to the company's share of regulatory disallowances at Belize Electricity Limited 
(BEL, 70.1% Fortis) associated with BEL’s 2008/2009 rate application; and (2) a $2 million 
($0.01/share) charge related to the repayment of a refund received in 2007 related to cross-
border transmission interconnection agreements at Fortis Ontario, comparable EPS of $0.28 
exceeded the First Call Mean of $0.27 and were slightly below our estimate of $0.30. 

Belize Electricity Limited 

As expected, Fortis accrued a C$13 million ($0.08/share) charge associated with its share of BZ 
$36.2 million in regulatory disallowances related to the Belize Public Utility Commission’s 
(PUC) final decision on Belize Electricity Limited’s 2008-2009 rate application.  These 
regulatory disallowances are largely the result of prior-period adjustments to the calculation of 
BEL’s rate base for the periods 2005-2007, and a subsequent recalculation of depreciation and 
regulated returns using the modified rate base values.  Accordingly, we have not incorporated 
the regulatory disallowance into our 2008E EPS estimate. We note, however, that the regulatory 
decision is expected to reduce the annual earnings contribution from BEL by approximately $6 
million and the prospective impact of the ruling has been reflected in our estimates.  In addition, 
as a result of the PUC’s final decision, BEL is in violation of certain debt covenants and 
approximately C$16 million of debt is in default.  We understand that BEL is seeking a waiver 
from its lenders regarding these covenant breaches. 

In response to the PUC’s final decision, on July 25, 2008, BEL filed an application for judicial 
review and appeal of the decision with the Supreme Court of Belize. A ruling from the Supreme 
Court of Belize is expected within the next 6–12 months. 

Although the earnings contribution from BEL represent a minor component of Fortis’ 
consolidated earnings, we believe that recent regulatory proceedings at BEL have increased the 
regulatory risk associated with Fortis’ Belizean operations. 

The future earnings contribution from BEL (and by extension, the regulatory risk associated 
with BEL) will likely be dependent on the effectiveness of a fuel adjustment mechanism which 
should allow BEL to recover fuel costs from customers on a monthly basis.  We understand this 
mechanism is expected to become effective on September 1, 2008, and we will follow-up with 
management on its implementation. 

For information related to BEL’s 2008-2009 rate application, please see our research comments 
dated May 7, 2008 (which discusses the PUC’s initial decision) and July 2, 2008 (which 
discusses the PUC’s final decision). 
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Capital Investment Forecast Increased 

During Q2/08, Fortis increased the capital expenditure estimate for its five-year capital budget 
to approximately $4.5 billion from $4 billion.  Approximately $3.5 billion of the revised 
amount relates to planned expenditures in the electric utility business segment, and the majority 
of spending is expected to be incurred in FortisAlberta and FortisBC.  Over the next five years, 
Fortis continues to expect that capital expenditures at Terasen Gas will exceed $1 billion.   

An estimate of planned capital expenditures by business segment for the rest of 2008 is set out 
in Table 1: 

Table 1:  2008E Capital Expenditures by Segment 
Segment Q1/08 Q2/08 2H08E 2008E % of Total

Terasen Gas Companies $40 $56 $154 $250 26.9%
FortisAlberta $63 $81 $142 $286 30.8%

FortisBC $24 $26 $86 $136 14.6%
Newfoundland Power $13 $17 $23 $53 5.7%

Other Regulated Utilities - Canadian $7 $10 $38 $55 5.9%
Regulated Utilities - Caribbean $11 $23 $67 $101 10.9%

Non-Regulated $4 $14 $30 $48 5.2%
Total $162 $227 $540 $929 100.0%

Source: BMO Capital Markets, Company Reports  

Small Acquisition in Ontario  

In August 2008, FortisOntario and Grimsby Power Inc. entered into a non-binding letter of 
intent for FortisOntario to acquire a 10% interest in Grimsby Power Inc.’s electricity 
distribution business for $1.1 million.  Although this is a very small acquisition, we believe that 
FortisOntario intends to evaluate similar transactions and, where possible, may seek to acquire 
minority interest in other Ontario-based local distribution companies.  

$7.5 Million Tax Recovery Expected in Q3/08 

In August 2008, Terasen Gas settled certain historical tax matters regarding legislation related 
to interprovincial tax structures.  The settlement is expected to result in a non-recurring $7.5 
million benefit to Q3/08 earnings. 

Q2/08 Results 

As set out in Table 2, Q2/08 GAAP net income of $29 million was $12 million lower than net 
income of $41 million reported in Q2/07.  After adjusting for: (1) $13 million in regulatory 
disallowances at BEL, and (2) the refund of payments received in 2007 related to cross-border 
interconnection agreements, net income increased by $3 million in Q2/08 compared to Q2/07.  
A discussion of operating performance at each business segment is set out below. 
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Table 2:  Historical Results by Operating Segment 

Q2/08
GAAP Adjustments

Q2/08
Adjusted Q2/07

Variance
Q2/08 Adj 
vs. Q2/07

Variance
 %

Regulated Gas Utilities - Canadian
     Terasen Gas Companies 12.0 - 12.0 1.0 11.0 1100.0%
Regulated Electric Utilities - Canadian
     FortisAlberta 7.0 - 7.0 15.0 (8.0) -53.3%
     FortisBC 7.0 - 7.0 6.0 1.0 16.7%
     Newfoundland Power 10.0 - 10.0 8.0 2.0 25.0%
     Other Canadian 2.0 2.0 4.0 4.0 0.0 0.0%

26.0 2.0 28.0 33.0 (5.0) -15.2%
Regulated Electric Utilities - Caribbean (5.0) 13.0 8.0 8.0 0.0 0.0%
Non-Regulated - Fortis Generation 7.0 0.0 7.0 5.0 2.0 40.0%
Non-Regulated - Fortis Properties 7.0 0.0 7.0 6.0 1.0 16.7%

Corporate and Other (18.0) 0.0 (18.0) (12.0) (6.0) 50.0%

Net Earnings Applicable to Common Shares 29.0 17.0 44.0 41.0 3.0 7.3%

Source:  BMO Capital Markets, Company Reports  

Regulated Gas Utilities - Terasen Gas Companies 

Due to the timing of the Terasen Gas acquisition 2007, which closed on May 17, 2008, Q2/08 
income of $12 million is not comparable to Q2/07 income of $1 million.  Quarterly results from 
Terasen Gas are highly seasonal, with the majority of earnings occurring in the first and fourth 
quarters.  Discussions with management indicate that on a full quarter-over-quarter basis, 
earnings in Q2/08 were comparable to Q2/07. 

Regulated Electric Utilities – FortisAlberta 

Net earnings for FortisAlberta in Q2/08 were $7.0 million, compared to $15.0 million in Q2/07.  
The $8 million variance in quarterly earnings is largely due to changes in future income tax 
expenses associated with deferral account balances related to Alberta Electric System Operator 
(“AESO”) charges that are either refundable or recoverable in customer rates. The quarter-over-
quarter variance associated with future income tax adjustments related to AESO deferral 
balances was approximately $7.5 million; a non-cash expense of $4 million was recorded in 
Q2/08 associated with an increase in the deferral account balance related to AESO charges, 
whereas Q2/07 results included a future income tax recovery of $3.5 million associated with a 
reduction in the AESO deferral account. 

Regulated Electric Utilities – FortisBC 

Earnings at FortisBC were $7.0 million in Q2/08 compared with $6.0 million in Q2/07.  The 
variance in quarterly earnings was largely due to an insurance settlement of $0.6 million 
received during Q2/08 related to a turbine generator failure in 2006. 

Regulated Electric Utilities – Newfoundland Power 

Net earnings for the Newfoundland Power were $10 million in Q2/08 compared with $8 million 
in Q2/07.  The quarter-over-quarter variance was primarily due to a regulatory decision that 
modified the way purchased power expenses are allocated between quarters.  Previously, 
monthly purchased power expenses were recognized based on an estimate of actual costs and 

 



BMO Capital Markets Fortis Inc. 
 

Page 5 • August 11, 2008      

variances between actual and estimated purchased power expenses were accrued to a deferral 
account that was discontinued effective, January 1, 2008.  Newfoundland Power now 
recognizes the actual cost of purchased power each month.  Although this regulatory change is 
not expected to impact annual earnings, the change in regulatory accounting increased earnings 
at Newfoundland Power by $2.5 million in Q2/08 compared to Q2/07. 

Regulated Electric Utilities – Caribbean 

The Caribbean regulated utilities reported a Q2/08 loss of $5 million, compared with net 
income of $8 million in Q2/07.  Reported results include $13 million of regulatory 
disallowances accrued in relation to the Belize PUC’s final decision on BEL’s 2008/2009 rate 
application.  After adjusting for these regulatory disallowances, Q2/08 earnings would have 
been consistent with Q2/07 results.  

Non-Regulated – Fortis Generation 

Net earnings for Fortis Generation increased to $7 million in Q2/08 from $5 million in Q2/07, 
as: (1) greater rainfall in central Newfoundland led to increased power production; and, (2) the 
company realized higher energy prices in Ontario and New York.  Average realized power 
prices increased to $70.51/MWh in Q2/08 from 65.69/MWh in Q2/07.  Power production 
increased by 38 GWh in Q2/08 to 312 GWh, compared to electricity production of 274 GWh 
Q2/07. 

Non-Regulated – Fortis Properties 

Net earnings at Fortis Properties increased to $7 million in Q2/08 from $6 million in Q2/07.  
The increase in earnings was largely the result of the acquisition of the Delta Regina, which 
closed on August 1, 2007, and improved performance across the portfolio.  Average revenue 
per available room increased to $87.54 in Q2/08 from $77.68 in Q2/07, while occupancy as at 
June 30, 2008 was 96.7%, up from 96% as at June 30, 2007.  

Corporate and Other 

Expenses at the corporate and other segment increased to $18.0 million in Q2/08, from $12 
million in Q2/07, largely due to increased financing charges associated with the acquisition of 
Terasen Gas.    

Estimates 

Although Q2/08 adjusted EPS were $0.02/share below our estimate, we believe the variance is 
attributable to the seasonality of earnings at Terasen Gas and Fortis Alberta.  Our financial 
forecasts for 2008 and 2009 are unchanged. 
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Valuation 

Our valuation reflects a weighted approach:  17x diluted 2009E EPS of $1.53 (12.5%), 1.75x 
2009E book value per share of $18.58, and a target yield of 3.75% (75%), assuming 2009E 
dividends per share of $1.04. 

Recommendation 

We believe that Fortis’ shares are attractively valued, considering its large organic growth 
pipeline.  Our rating is Outperform. 
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Table 3:  Consolidated Summary Sheet 

10-Aug-08 Michael McGowan

Current Price: $26.76 BMO Capital Markets

12-Month Target Price: $28.00

ROR: 8.4% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.53 $1.55
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.50 $1.53

Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.21 $0.21

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.08
CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.05

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.17 $0.19
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13

Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.20 $0.19
FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.48 $0.55

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.62 $0.61
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.47) ($0.46)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 65.5% 67.0%

Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 156.5 161.7
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.39 18.58

Market Valuation

Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - -

Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - -

Price:  Current - - - - - - $26.76

P/E Ratio:  High 13.7 14.30 16.83 21.67 22.92 22.92 - -

P/E Ratio:  Low 11.1 11.53 13.69 14.51 15.93 15.93 - -

P/E Ratio:  Current - - - - - - 17.5 1

Price/Book Value:  High 1.52 1.69 1.69 2.16 2.40 2.40 - -

Price/Book Value:  Low 1.23 1.36 1.37 1.45 1.67 1.67 - -

Price/Book Value:  Current - - - - - - 1.54 1

Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - -

Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - -

Yield:  Current - - - - - - 3.74% 3.

Balance Sheet ($mm)

Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 547.9 910.7

Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 4,857.9 4,805.3

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0

Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 670.6 670.6

Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 50.0 50.0

Shareholders' Equity 584.2

7.2

.44

89%

624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,738.2 3,081.0

1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,454.7 10,107.6

Balance Sheet (%)

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 5.8% 9.0%

Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 51.4% 47.5%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7%

Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 7.1% 6.6%

Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.5%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.9% 29.0% 30.5%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement

Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 238.8 250.9

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 575.8 607.1

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.56    17  1.00   3.7     64  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.1  14.0  14.5

10 Year:  12.8   8.3  10.1
20 Year:   5.1   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q1/2008.
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FTS - Rating as of 30-Aug-05 = Mkt

Date Rating Change Share Price

1 30-Aug-05 Mkt  to OP $21.01

2 20-Sep-05 OP  to Mkt $23.18

3 10-May-06 Mkt  to OP $20.75

4 4-Jul-06 OP  to Mkt $22.60

5 8-Aug-06 Mkt  to OP $23.24

6 24-Nov-06 OP  to Mkt $28.20

7 3-Jan-07 Mkt  to NR $29.51

8 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 43% 53% 52% 
Hold Market Perform 48% 45% 42% 
Sell Underperform 9% 2% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Q2/08 Results: One-Time Items Lower 
Earnings but Cash Flow Moves Higher 
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Relative Value 

Sector Value: Along with those of other utilities, Fortis’ 5-year 
indicative spreads moved wider in the last half of 2007 and early 
2008 but unlike many of its peers, its spreads have remained 
reasonably stable in the past six months. We believe Fortis’ 
current spreads offer reasonable value relative to those of similarly 
rated peers. 

Credit Curve: Fortis’ single Canadian dollar debt issue limits the 
opportunity for investors to pursue relative value trades along the 
issuer’s credit curve. The relatively illiquid nature of its paper is 
also a pricing consideration. 

Event: Fortis Inc. (Fortis) released Q2/08 financial results. 

Impact: Neutral. 

Key Points: One-time negative items at its Belize Electricity and
FortisOntario subsidiaries pushed Fortis’ net earnings 29% lower to 
$29 million in Q2/08 versus Q2/07. Excluding the one-time items, 
comparable EPS of $0.28 exceeded the First Call Mean of $0.27 but
were slightly below BMO Capital Markets equity research estimate
of $0.30. Largely reflecting the seasonal nature of Terasen Gas’
cash flows and the timing of the Terasen acquisition, FFO in Q2/08
was 30% higher than Q2/07. Cash flow credit metrics to June 30 
were either unchanged or modestly stronger but remain weak versus
peers. Fortis’ access to liquidity is adequate and leverage moved 
two percentage points lower in Q2/08. 

Credit and Spread Implications 

Near Term: We do not expect Fortis’ Q2/08 results to materially
affect the spreads on its short-dated issue due 2010. 

Medium Term: Potential exists for some uncertainty in Fortis’ 
credit profile and ratings as it pursues further asset and business
acquisitions. If Fortis’ credit quality comes under pressure, we 
believe it is likely to be temporary, as Fortis has demonstrated a 
successful track record of managing its credit profile longer term. 

Recommendation  

With only one Canadian dollar debt issue, a $100 million debenture
due 2010, the opportunity to gain exposure to Fortis is limited.
Nevertheless, we view Fortis as a solid credit and one unlikely to
cause too much concern for investors. We believe the added fuel
and geographic diversity provided by the Terasen acquisition in
2007 has strengthened Fortis’ credit profile. We also view Fortis’ 
conservative management as very supportive of its credit quality
and that of its operating subsidiaries, especially those that rely on
Fortis for ongoing financial and executive support. 

DBRS  S&P  Moody’s  

BBB (High)  A-  Not Rated 

Stable  Stable  
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Details & Analysis 

Earnings and Cash Flow  
One-time items at its Belize Electricity and FortisOntario subsidiaries of $13 million and approx. 
$2 million, respectively, pushed Fortis’ net earnings 29% lower to $29 million in Q2/08, from $41 
million for the same period in 2007. Excluding the one-time items, earnings for the second quarter 
of 2008 would have been $44 million, a tad higher than the $41 million recorded in Q2/07. The 
one-time item affecting the Belize Electricity earnings is Fortis’ approximate share of an $18 
million disallowance with respect to incurred fuel and purchased power costs. The one-time item 
affecting the FortisOntario results was a refund to Niagara Mohawk Power Corp. related to a 
previous payment made in December 2007.  

Apart from Belize Electricity and FortisOntario, FortisAlberta also realized lower earnings, driven 
by increased corporate taxes primarily associated with the regulator-approved Alberta Electric 
System Operator charges deferral account and the timing of its collection. A notable jump in the 
earnings of Terasen Gas companies, essentially due to the timing of its acquisition in mid Q2/07, 
partly offset the lower earnings from the subsidiaries. Fortis’ other subsidiaries performed 
reasonably well, while corporate expenses increased by 50%. The increase in expenses reflects 
Terasen’s acquisition-related finance charges, and Terasen corporate and CustomerWorks 
Limited Partnership (CWLP) amortization costs and operating expenses, less revenue from 
CWLP. 

Summary of Earnings - Fortis Companies
Quarter Ended June 30 

($mm) 2008 2007 Variance
Regulated Gas Utilities - Canadian

Terasen Gas Companies 12           1             11
Regulated Electric Utilities - Canadian

FortisAlberta 7             15           (8)
FortisBC 7             6             1
Newfoundland Power 10           8             2
Other Canadian Electric Utilities* 2             4             (2)

Regulated Electric Utilities - Caribbean# (5)            8             (13)
Non-Regulated - Fortis Generation 7             5             2
Non-Regulated - Fortis Properties 7             6             1
Corporate and Other (18)          (12)          (6)
Net Income 29 41 (12)
*Includes Maritime Electric and FortisOntario.
#Includes Belize Electricity, Fortis Turks and Caicos, Caribbean Utilities.

Source: Company Reports  
 

On an earnings per share basis, Fortis’ reported EPS in Q2/08 were $0.19. As per BMO Capital 
Markets equity research, after adjusting for the one-time items at Belize Electricity Limited 
(70.1% Fortis); and FortisOntario, comparable EPS of $0.28 exceeded the First Call Mean of 
$0.27 and were slightly below BMO Capital Markets equity research estimate of $0.30.  For a 
detailed review of Fortis’ earnings results, refer to BMO Capital Markets’ equity comment by 
Michael McGowan published August 11, 2008. 

Largely reflecting the seasonal nature of Terasen Gas’ cash flows and the fact that Fortis’ Q2/07 
results only included Terasen Inc.’s cash flows from May 17, Fortis’ consolidated funds from 
operations (FFO) in Q2/08 of $150 million were 30% higher than the same period in 2007. 
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However, as is the norm with Fortis in view of its heavy capital expenditure outlays, the higher 
FFO was insufficient to fund its capital expenditure in the quarter (net of customer contributions) 
of $204 million, and distributions of $45 million. The resulting cash flow shortfall of $99 million 
was largely met through positive working capital adjustments.  

Fortis’ large capital expenditure program will dominate its capital outlays and financing activities 
for the next few years at least, with negative free cash flow expected. In 2008, Fortis utilities are 
expected to undertake capital expenditure in excess of $900 million, and in the next five years the 
company’s consolidated expenditure program is expected to exceed $4.5 billion. Of the expected 
expenditure, approx. $3.5 billion is to be undertaken by its electric utilities, with expenditure by 
its gas utilities expected to exceed $1 billion. 

Fortis Inc.
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Fortis’ cash flow credit metrics on a rolling 12-months basis to June 30, 2008, were either 
unchanged or modestly stronger than in Q1/08, but still low relative to peers. As expected, 
increasing cash flow contributions from Terasen has led to an improving trend in Fortis’ FFO-to-
total debt ratio to the point that it is now at about its pre-Terasen acquisition level. At the end of 
Q2/08, the ratio was 12%, a tad higher (essentially due to rounding) than the 11% realized in 
Q1/08.  Despite the improvement, the ratio is expected to remain on the low side for some time as 
Fortis continues to partially debt finance expansion of its electricity and gas network assets with a 
delay in receipt of regulated cash flows from the assets constructed. FFO gross interest coverage 
was 2.7x for the 12 months to June 30, relatively unchanged from Q1/08 and year-end 2007.  

Fortis Inc.
FFO-to-Total Debt on a Rolling 12-months Basis
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Recent Developments  
Developments with respect to Fortis in Q2/08 generally involved regulatory developments and 
growth initiatives at its operating subsidiaries. The developments are not expected to have a 
material impact on the issuer’s credit profile. Some of the more notable developments include: 

 The Terasen Gas companies are now substantially integrated into the Fortis Group of 
companies, with Fortis advising that it is now well-positioned to pursue acquisitions; 

 Terasen Gas (Vancouver Island) Inc. has commenced construction of its $200 million 
LNG storage. Regulatory approval to construct the facility was received April 1, 2008; 

 FortisBC filed its 2009 and 2010 capital plan for gross capex of approx. $193 million for 
2009 and $196 million for 2010.  A decision is expected in Q4/08. In addition, the utility 
expects to file a 2009 Revenue Requirements Application during Q4/08; 

 Newfoundland Power filed with the regulator its 2009 Capital Budget Application of 
approx. $62 million; 

 In June 2008, the Alberta Utilities Commission issued a decision, ruling that there is 
sufficient evidence that a review of the ROE level, the adjustment mechanism and utility 
capital structures in a generic proceeding would be appropriate.  The proceeding applies 
to FortisAlberta and a hearing is scheduled for Q1/09; 

 On July 25, Belize Electricity filed an application with the Supreme Court of Belize for 
judicial review and appeal of the Belize Public Utility Commission’s decision regarding 
the utility’s 2008/2009 rate application; and 

 Subsequent to quarter end, FortisOntario and Grimsby Power Inc. entered into a non-
binding letter of intent for the acquisition by FortisOntario of a 10% interest in Grimsby 
Power Inc.’s electricity distribution business for cash of approx. $1.1 million. Grimsby 
Power Inc. serves approx. 10,000 customers in a service territory that is in close 
proximity to FortisOntario’s operations in Fort Erie.  The transaction is structured to take 
advantage of the existing transfer tax holiday, which expires in October 2008. 

Capital Structure and Liquidity 

A net reduction in consolidated debt of $220 million together with issued equity proceeds of $228 
million, mostly in the form of preferred shares, improved Fortis’ capital structure in Q2/08. Total 
consolidated debt at the end of the second quarter was $5.3 billion, down from $5.5 billion at the 
end of the first quarter. Debt repayments of $629 million in the quarter, the bulk of which were 
associated with repayments under committed credit facilities and repayment of long-term debt at 
Terasen Gas, were offset by net proceeds from long-term debt issues of $409 million. The 
majority of Fortis’ consolidated debt, about 95%, resides at the company’s various subsidiaries. 
Debt at the holding company level comprises: 

• a $100 million of senior unsecured debentures maturing 2010 

• US$150 million senior unsecured notes maturing 2014 

• US$200 million senior unsecured notes maturing 2037 

• US$50 million of outstanding unsecured subordinated convertible debentures due 
between 2012 and 2016 (US$60 million initially issued) 
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Leverage, as measured by total debt-to-total capital and treating the company’s preference shares 
as equity, is marginally above the company’s target level of 60%. At the end of Q2/08 leverage 
was 61%, down two percentage points on that in Q1/08 and down from 64% at year-end 2007.  

On a consolidated basis, Fortis’ liquidity remains adequate for its operational, capital requirement 
and refinancing needs. At the end of Q2/08 the company had $1.8 billion of available credit 
facilities after drawdowns and outstanding letters of credit under its $2.2 billion of credit 
facilities. The available capacity was $463 million more than at the end of Q1/08. In addition, the 
company had cash and cash equivalents of $59 million, down modestly from $67 million at 
March 31, 2008. Maturing debt commitments and amortizing debt repayments are manageable 
with the company facing maturing debt of $200 million at Terasen Inc. in December 2008 that is 
expected to be repaid on maturity. In 2009, the company has three small debt maturities totalling 
$125 million. In the most recent quarter, Terasen Gas Inc. undertook a $250 million MTN debt 
issue, Maritime Electric undertook a $60 million issue, and FortisAlberta a $100 million issue. 

Credit Ratings 

The corporate credit and senior unsecured debt issue ratings on Fortis remained stable and in the 
absence of a material, largely debt-financed, asset or business acquisition, we do not anticipate 
any downward pressure on its ratings in the near term. 

Standard & Poor’s last rating action on Fortis was the upgrade of its corporate credit and senior 
unsecured debt ratings one and two notches, respectively on June 19, 2007. At the time, the 
agency advised that the basis for the rating upgrade was the improved diversity resulting from the 
acquisition of Terasen Inc., the operation of each regulated subsidiary as a separate stand-alone 
entity with debt non-recourse to Fortis, a commitment to maintaining low levels of debt at the 
Fortis holding company level, management's continuing focus on pursuing acquisitions in stable, 
regulated utilities, and the success of key subsidiaries FortisBC and FortisAlberta in executing 
their capital expansions.  

More recently in its industry report card published June 24, 2008, the agency commented on 
Fortis’ dispute with the Belize government regarding rates for Belize Electricity. While Standard 
& Poor’s view the dispute as serious to Belize Electricity, the small proportion of Fortis earnings 
affected (2%-3%) mean the dispute’s consequences are not material to Fortis. 

DBRS last confirmed its ratings on Fortis on November 30, 2007 based on its strong credit 
metrics and low business risk profile driven by its diverse ownership of regulated operating 
subsidiaries. DBRS viewed the acquisition of Terasen as neutral to slightly positive to the credit 
profile of Fortis with the improvement in its business risk profile attributable to the stable cash 
flow and earnings of the established, mature regulated gas utilities, as well as increased 
diversification the acquisition provides. The agency advises that Fortis’ consolidated coverage 
metrics may be modestly affected by the accelerated capital expenditures of a number of its utility 
subsidiaries, as earnings and cash flows do not begin until projects are completed and rolled into 
the rate base of utilities. 
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Recommendation 

With only one Canadian dollar debt issue, a $100 million debenture due 2010, the opportunity to 
gain exposure to Fortis is limited. Nevertheless, we view Fortis as a solid credit and one unlikely 
to cause too much concern for investors. We believe the added fuel and geographic diversity 
provided by the Terasen acquisition in 2007 has strengthened Fortis’ credit profile. We also view 
Fortis’ conservative management as very supportive of its credit quality and that of its operating 
subsidiaries, especially those that rely on Fortis for ongoing financial and executive support. 
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Fortis Inc. 

Maturity Schedule  
Amount Issue Issue Outstandin

Compan
g 

y Coupon Maturity ($mm) Instrument Date Spread Callable CUSIP ($mm)
Terasen Inc. 6.300% 1-Dec-08 $200 MTNs 30-Nov-01 NA Make Whole (+ 27 bps) 11058ZAA8 $200
Terasen Gas Inc. 10.750% 8-Jun-09 $60 Debentures 8-Jun-89 NA Make Whole (+ 40 bps) 457452AH3 $60
FortisBC Inc. 6.75% 31-Jul-09 $50 Unsecured Debenture 19-Jul-02 NA Make Whole (+ 40.0 bps) NA $50
FortisBC Inc. 11.00% 1-Dec-09 $15 Secured Debenture 20-Dec-89 NA Make Whole (+ 50 bps) NA $5
Maritime Electric Co. Ltd. 12.00% 1-May-10 $15 First Mortgage 1-Jan-90 NA NA NA $15
Fortis Inc. 7.40% 25-Oct-10 $100 Debenture 25-Oct-00 175.0 bps Make Whole (+ 43.0 bps) 349553AB3 $100
FortisBC Inc. 9.65% 16-Oct-12 $15 Secured Debenture 16-Oct-92 NA Make Whole (+ 40.0 bps) NA $15
FortisBC Inc. 9.44% 31-Oct-13 $5 WPP Mortgage NA NA NA NA $5
Newfoundland Power 10.55% 1-Aug-14 $40 First Mortgage 9-Aug-89 117.0 bps Make Whole (+ 50.0 bps) 651350BD1 $32
Terasen Inc. 5.560% 15-Sep-14 $125 MTNs 15-Sep-04 93.0 bps Make Whole (+ 23 bps) 88079ZAB9 $125
Fortis Inc. 5.74% 31-Oct-14 US$150 Senior Note 28-Oct-04 NA NA NA US$150
FortisAlberta 5.33% 31-Oct-14 $200 Unsecured Debenture 25-Oct-04 75.0 bps Make Whole (+ 18 bps) 34957EAA9 $200
FortisBC Inc. 5.48% 28-Nov-14 $140 Unsecured Debenture 30-Nov-04 97.0 bps Make Whole (+ 24 bps) 34957UAA3 $140
Terasen Gas Inc. 11.800% 30-Sep-15 $75 Mortgage 3-Dec-90 NA Non-callable 05534RAA2 $75
FortisBC Inc. 8.77% 1-Feb-16 $25 Unsecured Debenture 1-Mar-96 NA Make Whole (+ 35.0 bps) NA $25
Newfoundland Power 10.90% 12-May-16 $40 First Mortgage 2-May-91 116.0 bps Make Whole (+ 50 bps) 651350BE9 $34
Maritime Electric Co. Ltd. 11.50% 15-Aug-16 $12 First Mortgage 1-Jan-91 NA NA NA $12
Terasen Gas Inc. 10.300% 30-Sep-16 $200 Mortgage 21-Nov-91 104.0 bps Make Whole (+ 35 bps) 05534RAB0 $200
Maritime Electric Co. Ltd. 8.55% 7-Dec-18 $15 First Mortgage 7-Dec-93 NA NA NA $15
Newfoundland Power 9.00% 1-Oct-20 $40 First Mortgage 1-Oct-92 93.0 bps Make Whole (+ 40.0 bps) 651350BG4 $35
FortisBC Inc. 7.81% 1-Dec-21 $25 Unsecured Debenture 1-Jun-97 NA Make Whole (+ 25.0 bps) NA $25
Newfoundland Power 10.13% 15-Jun-22 $40 First Mortgage 15-Jun-92 112.0 bps Make Whole (+ 37.5 bps) 651350BF6 $34
FortisBC Inc. 8.80% 28-Aug-23 $25 Secured Debenture 30-Nov-93 NA Make Whole (+ 40.0 bps) 95358DAA7 $25
Maritime Electric Co. Ltd. 7.57% 22-Dec-25 $15 First Mortgage 22-Dec-00 NA NA NA $15
Newfoundland Power 8.90% 7-May-26 $40 First Mortgage 7-May-96 68.0 bps Make Whole (+ 20 bps) 651350BH2 $36
Maritime Electric Co. Ltd. 8.63% 15-Jan-27 $15 First Mortgage 15-Jan-97 NA NA NA $15
Newfoundland Power 6.80% 20-Nov-28 $50 First Mortgage 20-Nov-98 130.0 bps Make Whole (+ 30 bps) 651350BJ8 $46
Terasen Gas Inc. 6.950% 21-Sep-29 $150 MTNs 21-Sep-99 112.0 bps Make Whole (+ 28 bps) 05534ZAF3 $150
Maritime Electric Co. Ltd. 8.92% 3-Jul-31 $20 First Mortgage 3-Jul-96 NA NA NA $20
Newfoundland Power 7.52% 1-Nov-32 $75 First Mortgage 31-Oct-02 185.5 bps Make Whole (+ 46 bps) 651350BK5 $72
Terasen Gas Inc. 6.500% 1-May-34 $150 MTNs 29-Apr-04 127.0 bps Make Whole (+ 31 bps) 88078ZAB0 $150
FortisAlberta 6.22% 31-Oct-34 $200 Unsecured Debenture 25-Oct-04 115.0 bps Make Whole (+ 28 bps) 34957EAB7 $200
Terasen Gas Inc. 5.900% 26-Feb-35 $150 MTNs 25-Feb-05 118.0 bps Make Whole (+ 29 bps) 88078ZAC8 $150
Newfoundland Power 5.44% 15-Aug-35 $60 First Mortgage 15-Aug-05 NA NA NA $59
FortisBC Inc. 5.60% 9-Nov-35 $100 Unsecured Debenture 10-Nov-05 120.0 bps Make Whole ( + 30 bps) 34957UAB1 $100
FortisAlberta 5.40% 21-Apr-36 $100 Unsecured Debenture 21-Apr-06 100.0 bps Make Whole ( + 25 bps) 34957EAC5 $100
Terasen Gas Inc. 5.550% 25-Sep-36 $120 MTNs 25-Sep-06 136.0 bps Make whole ( + 34 bps) 88078ZAE4 $120
Newfoundland Power 5.901% 17-Aug-37 $70 First Mortgage 17-Aug-07 NA Make Whole (+35 bps) EG7385503 $70
Fortis Inc. 6.600% 1-Sep-37 US$200 Senior Unsecured Note 6-Sep-07 NA NA NA US$200
Terasen Gas Inc. 6.000% 2-Oct-37 $250 MTNs 2-Oct-07 148.0 bps Make Whole ( +37 bps) 88078ZAF1 $250
Terasen Gas (Vancouver Island) Inc. 6.050% 15-Feb-38 $250 Unsecured Debenture 15-Feb-08 183.0 bps Make Whole ( +46 bps) 88100BAA7 $250
Maritime Electric Co. Ltd. 6.054% 2-Apr-38 $60 First Mortgage 2-Apr-08 205.0 bps Make Whole ( +50 bps) 570311AA8 $60
FortisAlberta 5.850% 15-Apr-38 $100 Unsecured Debenture 15-Apr-08 180.0 bps Make Whole (+45 bps) 34957ZAB0 $100
Terasen Gas Inc. 5.800% 13-May-38 $250 MTNs 13-May-08 163.0 bps Make Whole (+40 bps) 88078ZAG9 $250
Terasen Inc. 8.000% 19-Apr-40 $125 Subordinated Debentures 19-Apr-00 235.0 bps Make Whole (+ 55 bps) 05534KAA7 $125
FortisAlberta 4.99% 3-Jan-47 $110 Unsecured Debenture 3-Jan-07 97.0 bps Make Whole ( + 24 bps) 34957ZAA2 $110
FortisBC Inc. 5.90% 4-Jul-47 $105 Unsecured Debenture 4-Jul-07 125.0 bps Make Whole ( + 31 bps) 34957UAC9 $105  

 
Ownership Structure 

Widely Held. 
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Fortis Inc. (continued) 

 
 Credit Facilities ($mm) Corp. Lease Schedule ($mm) at 12/31/2007 

Capital Operating
Lease  Lease Lease 

Year Payments Payments Receipts
2008 3.0 21.0
2009 2.5 17.5
2010 2.5 17.5
2011 2.5 16.0
2012 2.5 16.0

Thereafter 53.0 108.0
*Capital lease payments are related to the agreement 
entered into by FortisBC for the operation of BTS.  

Facility
Company Size Q2/08 Q1/08 Maturity Type

Fortis  Inc.* $2,241.0 $1,794.0 $1,331.0 Lines of Credit

*Represents the consolidated authorized lines of credit of Fortis Inc. and its subsidiaries.

Amount Available

 

 
Pension Summary  

Other Benefit Plans
FY 2007 FY 2006 FY 2007 FY 2006
($mm) ($mm) ($mm) ($mm)

Accrued Benefit Obligation 667.0 413.4 233.0 125.2
Plan Assets 674.0 390.6 -                -                

Funded Status 7.0 (22.8) (233.0) (125.2)
Accrued Benefit Asset (Liability) 
  Net of Valuation Allowance 120.0 93.0 150.0 63.7

Discount Rate 5.0-5.25% 5.0-5.25% 5.0-5.25% 5.0-5.25%
Expected Long-term Rate of 
  of Return on Assets 6.5-7.5% 6.5-7.5% NA NA
Rate of Future Increase in 
  Compensation 3.5-4.3% 3.5-4.0% 3.5-4.3% 3.5-4.0%

Pension  Benefit Plans

 

 
Historical Ratings 

DBRS   S&P Moody's
Rating Trend Date Rating Trend Date Rating Trend Date
BBB (high) Stable 5-Nov-03 A- Stable 19-Jun-07 Not Rated
BBB (high) Under Review - Developing 16-Sep-03 BBB Credit Watch Positive 26-Feb-07
BBB (high) Stable 6-Oct-00 BBB Stable 7-Dec-05

BBB Negative 7-Jan-04
BBB Credit Watch Negative 22-Sep-03

Senior Unsecured Rating - Fortis
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include: Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
Fortis Ontario (100%, Fort Erie, Ontario), Belize Electricity 
(70.1%, Belize), Caribbean Utilities (56%, Grand Cayman 
Island), Turks and Caicos (100%, Turks and Caicos), 

FortisAlberta (100%, Alberta) and FortisBC (100%, British 
Columbia). Website: fortisinc.com 
Recent Results – Fortis reported Q2/08 GAAP EPS of 
$0.19. After adjusting for: (1) a $13 million ($0.08/share) 
charge related to the company's share of regulatory 
disallowances at Belize Electricity Limited (BEL, 70.1% 
Fortis) associated with BEL’s 2008/2009 rate application; 
and (2) a $2 million ($0.01/share) charge related to the 
repayment of a refund received in 2007 related to cross-

           (FY-Dec.) 2006A 2007A 2008E 2009E
 

Price (4-Sep) $24.92 52-Week High $29.94 EPS  $1.33 $1.29 $1.50 $1.53 
Target Price $28.00 52-Week Low $24.11 P/E   16.6x 16.3x 
 

Dividend $1.00 Book Value $16.69 CFPS  $2.70 $2.71 $3.68 $3.76 
Yield 4.0% Price/Book 1.5x P/CFPS   6.8x 6.6x 
 

Shares O/S (mm) 155.5 Mkt. Cap ($mm) $3,876 Div.  $0.67 $0.82 $1.00 $1.04 
Float O/S (mm) 155.5 Float Cap ($mm) $3,876 EV ($mm) $5,760 $9,795 $10,109 $10,525 
Wkly Vol (000s) 1,946 Wkly $ Vol (mm) $53.3 EBITDA ($mm) $531 $810 $1,292 $1,312 
Net Debt ($mm) $6,047 Next Rep. Date 6-Nov  (E) EV/EBITDA  10.9x 12.1x 7.8x 8.0x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 11.3% 7.2% 8.7% 8.2% 
2006A $0.35  $0.33  $0.37  $0.33 Book Value ($) $12.19  $16.69  $17.39  $18.63  
2007A $0.40  $0.31  $0.20  $0.46 D/Tot. Cap. (%) 65.9% 64.7% 65.9% 64.6% 
2008E $0.58 a $0.28 a $0.22  $0.44 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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border transmission interconnection agreements at Fortis 
Ontario, comparable EPS of $0.28 exceeded the First Call 
Mean of $0.27 and were slightly below our estimate of 
$0.30. 
Corporate Developments – On August 18, Caribbean 
Utilities Company Ltd. announced that it has issued 2.54 
million common shares for gross proceeds of approximately 
US$28.2 million, pursuant to a rights offering that was 
announced on June 23, 2008. Fortis Energy (Bermuda) Ltd., 
a wholly owned subsidiary of Fortis Inc., acquired 2.16 
million common shares during the offering and now owns 
56% of the Class A shares issued by Caribbean Utilities, up 
from 54%. 
On June 27, the Belize Public Utilities Commission (PUC) 
released its final decision for BEL’s annual tariff 
application, which was filed on April 2. The PUC’s final 
decision is largely consistent with the preliminary decision 
issued on May 2. Specifically, the PUC’s final decision 

appears to: (1) maintain current electricity rates at 
BZ$0.441/kWh; (2) result in regulatory disallowances 
totalling BZ$36 million (C$12.6 million of which is Fortis’ 
share); and (3) lower BEL’s allowed return on rate base to 
10% from 12%. PUC’s decision is expected to reduce the 
annual earnings contribution from BEL by approximately 
C$6 million or $0.04 per share. 
Forecasts – Our diluted EPS estimates are $1.50 in 2008 
and $1.53 in 2009. 
Valuation – Our $28.00 target price reflects a weighted 
valuation approach: 17x diluted 2009E EPS of $1.53 
(12.5%), 1.75x 2009E BVPS of $18.63, and a target yield of 
3.75% (75%), assuming 2009E dividends per share of $1.04. 
Recommendation – We believe that Fortis’ shares are 
attractively valued, considering its large organic growth 
pipeline. Our rating is Outperform. Member of Top 15 
Income and Value stock selections. 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that 
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out 
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.52    17  1.00   3.8     66  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   7.6  14.0  14.5

10 Year:  12.6   8.3  10.1
20 Year:   5.0   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q2/2008.
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FTS - Rating as of 3-Oct-05 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94

 



BMO Capital Markets Disclosure Statement 
 

 Page 2 •  September 12, 2008    

 
Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group 
and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of 
this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources 
that we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who 
prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should 
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 months:  Investment 
Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  Starmine 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 44% 55%  52% 
Hold Market Perform 48% 41%  42% 
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Sell Underperform 8% 4%  6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
“relevant persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Turks and Caicos Restoring Power After Hurricane Ike 
   

Impact  Mixed 
   

Details & Analysis  On September 8, Fortis issued a press release stating that Fortis Turks and
Caicos (“Fortis TCI”; 100% Fortis Inc.) is working to restore electricity 
service to its customers after Hurricane Ike, a Category 4 Hurricane,
passed through the Turks and Caicos Islands.  Fortis has indicated that
there does not appear to be substantial damage to its power generation
facilities.  Although it is too early to determine the costs associated with 
transmission system repairs or whether Fortis TCI will draw on its
hurricane insurance, it is our understanding that Fortis TCI is able to
utilize the following mechanisms to recovery hurricane related costs: (1) if 
the utility’s actual return on assets is below the allowed regulated return of
17.5%, Fortis TCI may apply for a rate increase in order to collect the
variance the following year; (2) Fortis TCI can capitalize hurricane-related 
repairs for potential collection in future rates; and (3) plant and property
impaired by the storm could be accounted for as a regulatory deferral and
collected in future rates.  Management has noted that the impact of
Hurricane Ike on Fortis TCI’s service area in Providenciales is far less 
severe than the damage caused by Hurricane Ivan to Caribbean Utilities’
(56% Fortis Inc.) service area in 2004.  Management will assess the
impact to Fortis TCI’s earnings after electricity service has been restored
to the island. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.52    17  1.00   3.8     66  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   7.6  14.0  14.5

10 Year:  12.6   8.3  10.1
20 Year:   5.0   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q2/2008.
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Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 43% 53% 52% 
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Hold Market Perform 48% 45% 42% 
Sell Underperform 9% 2% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
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Q3/08 Results Exceed Expectations, Assisted By Tax Benefits 
   

Impact  Slightly Positive 
   

Details & Analysis  Fortis reported Q3/08 GAAP EPS of $0.31.  After adjusting for a $7.5
million tax recovery regarding the settlement of legislation related to
interprovincial tax structures, comparable Q3/08 EPS of $0.26 were higher
than our estimate of $0.22 and the First Call Mean estimate of $0.21.  The
variance between expected and actual results largely appears to be due to a 
$4.5 million ($0.03/share) recovery of future income taxes related to
AESO deferral account balances at FortisAlberta that were previously
expensed during the first half of 2008.  The remainder of Fortis� business
segments (especially Fortis BC, Terasen Gas, and Fortis Generation)
appear to have performed well during the quarter.  Other notable items
from the release include: (1) the company estimates that Hurricane Ike
reduced earnings at Fortis Turks and Caicos by approximately $1 million; 
(2) the company�s five-year capital budget remains at $4.5 billion, 
consistent with guidance provided during Q2/08; and (3) on October 3,
2008, Belize Electricity Limited (BEL, 70.1% Fortis) was granted leave
by the Supreme Court of Belize to apply for a judicial review of the Belize 
Public Utility Commission�s final decision on BEL�s 2008�2009 rate 
application.  The judicial review is expected to be heard in late 2008. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.52    16  1.00   4.2     66  16.69   1.4     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   7.6  14.0  14.5

10 Year:  12.7   8.3  10.1
20 Year:   5.0   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q2/2008.
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FTS - Rating as of 21-Nov-05 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (�BMO NB�).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  �BMO Capital Markets� is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (�BMO Financial Group�) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate 
within the past 12 months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 44% 55% 52% 
Hold Market Perform 48% 41% 42% 
Sell Underperform 8% 4% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted � Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier�Top Pick�was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the �Order�) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as �relevant persons�).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 9 to 10. 
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Q3/08 EPS Above Expectations; Cash Flow 
Slightly Lower, But Metrics Stable 
 

Event: Fortis Inc. (Fortis) released Q3/08 financial results. 

Impact: Neutral. 

Key Points: Reflecting in part a $7.5 million tax reduction at the
Terasen group of companies, Fortis Inc. recorded a 58% increase in
earnings in Q3/08 versus Q3/07. After adjusting for the tax 
recovery, comparable EPS of $0.26 were higher than BMO Capital
Markets’ equity research estimate of $0.22 and the First Call Mean
of $0.21. FFO dipped by $15 million with the lower FFO, reflecting
more of a decline from an elevated level the year earlier than
weaker performance. Fortis’ credit metrics remain low versus peers 
but are relatively stable. Access to liquidity remains adequate and
leverage moved marginally higher on the back of higher debt. 

Credit and Spread Implications 

Near Term: We do not expect Fortis’ Q3/08 results to materially
impact the spreads on its short-dated issue due 2010. 

Medium Term: Potential exists for some uncertainty in Fortis’ 
credit profile and ratings as it pursues further asset and business
acquisitions. Should Fortis’ credit quality come under pressure, we 
believe it is likely to be temporary as Fortis has demonstrated a 
successful track record of managing its credit profile longer term. 

Recommendation  

With only one Canadian dollar debt issue, a $100 million debenture
due 2010, the opportunity to gain exposure to Fortis is limited.
Nevertheless, we view Fortis as a solid credit and one unlikely to
cause too much concern for investors. Should it undertake a debt 
issue, possibly to refinance upcoming maturing debt at Terasen Inc.,
we would suggest investors take advantage of the limited
opportunity it would offer to gain exposure to the credit. We also 
view Fortis’ conservative management as very supportive of its
credit quality and that of its operating subsidiaries, especially those
that rely on Fortis for ongoing financial and executive support. 

Fortis Inc.
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Relative Value 

Sector Value: We believe that Fortis’ current 5-year indicative 
spreads offer good relative value compared to those of similarly 
rated peers. The only problem for investors is trying to get access 
to the limited issue outstanding.  

 

Credit Curve: Fortis’ single Canadian dollar debt issue limits the 
opportunity for investors to pursue relative value trades along the 
issuer’s credit curve. The relatively illiquid nature of its paper is 
also a pricing consideration. 

DBRS  S&P  Moody’s  

BBB (High)  A-  Not Rated 

Stable  Stable  
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Details & Analysis 

Earnings and Cash Flow  
Reflecting in part a $7.5 million tax reduction at the Terasen group of companies, Fortis Inc. 
recorded a 58% increase in earnings in Q3/08 versus that realized in the corresponding period a 
year earlier. Excluding the tax reduction associated with the settlement of historical tax matters at 
Terasen, Q3/08 earnings were 34% higher than a year earlier. Also contributing to the higher 
earnings was the following: 

 the favourable impact of a shift in the quarterly distribution of annual purchased power 
expense at Newfoundland Power, which increased its earnings by approx. $5.5 million; 

 lower energy supply costs at FortisBC;  

 higher corporate tax recoveries at FortisAlberta; and 

 Higher returns from non-regulated Fortis generation, reflecting higher hydroelectric 
production due to higher rainfall in Belize and upper New York State. 

Partly offsetting the higher earnings from the Canadian regulated electric utilities were lower 
earnings at Caribbean regulated utilities related to the 3.25% reduction in basic electricity rates at 
Caribbean Utilities, effective January 1, 2008; the lower allowed rate of return on the rate base 
assets at Belize Electricity; and a loss of revenue at Fortis Turks and Caicos due to the impact of 
Hurricane Ike, partially offset by overall growth in electricity sales. 

Summary of Earnings - Fortis Companies
Quarter Ended September 30 

($mm) 2008 2007 Variance
Regulated Gas Utilities - Canadian

Terasen Gas Companies 1             (4)            5
Regulated Electric Utilities - Canadian

FortisAlberta 17           15           2
FortisBC 8             6             2
Newfoundland Power 8             2             6
Other Canadian Electric Utilities* 5             5             0

Regulated Electric Utilities - Caribbean# 7             10           (3)
Non-Regulated - Fortis Generation 9             5             4
Non-Regulated - Fortis Properties 9             8             1
Corporate and Other (15)          (16)          1
Net Income 49 31 18
*Includes Maritime Electric and FortisOntario.
#Includes Belize Electricity, Fortis Turks and Caicos, Caribbean Utilities.

Source: Company Reports  
 

Fortis reported EPS of $0.31.  As per BMO Capital Markets equity research, after adjusting for 
the $7.5 million tax recovery, comparable Q3/08 EPS of $0.26 were higher than BMO Capital 
Markets’ equity research estimate of $0.22 and the First Call Mean of $0.21. The variance 
between expected and actual results largely appears to be due to a $4.5 million ($0.03/share) 
recovery of future income taxes related to AESO deferral account balances at FortisAlberta that 
were previously expensed during the first half of 2008. The rest of Fortis’ business segments 
(especially Fortis BC, Terasen Gas, and Fortis Generation) performed well during the quarter. For 
a more detailed review of Fortis’ earnings results, refer to BMO Capital Markets’ equity comment 
by Michael McGowan published Nov. 3, 2008. 
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Fortis’ funds from operations (FFO) dipped by $15 million or 10% in Q3/08 relative to that 
realized in the same period a year earlier. The lower FFO in the most recent quarter reflected 
more a decline from an elevated level the year earlier than weaker performance in Q3/08. More 
particularly, contributing to the dip was lower cash flows from FortisAlberta relative to what the 
utility realized in Q3/07. In Q3/07. FortisAlberta included in its FFO proceeds from the sale of its 
2006 AESO charges deferral account and a $12 million tax refund.  

Fortis’ heavy capex outlays ensured that it again realized negative free cash flow in Q3/08, as it 
will for the next few years. FFO of $131 million was insufficient to meet capex (net of customer 
contributions) of $203 million and distributions of $46 million. The cash flow shortfall was met 
through an increase in short-term borrowings and draw-downs under credit facilities. The 
company’s large capex program will dominate its capital outlays and financing activities for the 
next few years at least, with negative free cash flow expected. Fortis expects gross consolidated 
capex to exceed $4.5 billion in the next five years, driven largely by the Terasen companies, 
FortisAlberta, FortisBC, and the company’s regulated utility operations in the Caribbean. For 
2008, the company is looking to spend over $900 million.  

Fortis Inc.
FFO Interest Coverage on a Rolling 12-months Basis
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Fortis’ cash flow credit metrics on a rolling-12-months basis to September 30, 2008, remain low 
compared to peers but nevertheless relatively stable. More particularly, FFO gross interest 
coverage was 2.7x for the 12-months to the end of the third quarter as it has been for the past 
three quarters.  

A metric showing slightly more variability is the company’s FFO-to-debt. As expected, it has 
improved over the past few quarters as the company received increasing cash flow contributions 
from Terasen. The ratio is now back in the range of its pre-Terasen acquisition level. At the end 
of Q3/08, the ratio was 11%, slightly down on the 12% realized in Q2/08, although it should be 
noted that the increase in Q2/08 was in part due to rounding. Despite the improved FFO-to-debt 
ratio in recent times, it is expected to remain on the low side for some time as Fortis continues to 
partially debt finance expansion of its electricity and gas network assets with a delay in receipt of 
regulated cash flows from the assets constructed.  
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Fortis Inc.
FFO-to-Total Debt on a Rolling 12-months Basis
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Recent Developments  
 On October 3, 2008, Belize Electricity Limited (70.1% Fortis) was granted leave by the 

Supreme Court of Belize to apply for a judicial review of the Belize Public Utility 
Commission’s final decision on Belize Electricity Limited’s 2008-2009 rate application. 
The company expects the judicial review to be heard in late 2008; 

 In October Maritime Electric filed for a basic rate increase, effective April 1, 2009. The 
application reflects an increase in energy-related costs;  

 In September, FortisBC filed its 2009 rate application requesting a general rate increase, 
effective January 1, 2009. The increase reflects the impact of ongoing investments in 
infrastructure and increasing power purchases; 

 In September, Hurricane Ike struck the Turks and Caicos Islands causing damage to the 
distribution system of Fortis Turks and Caicos. The company estimates that Hurricane 
Ike reduced the utility’s earnings by approximately $1 million;  

 Fortis has advised that following a revision in Q3/08 of the tax treatment associated with 
AESO transmission tariff payments, FortisAlberta is no longer expected to experience 
fluctuations in corporate income taxes associated with the operation of the AESO charges 
deferral account. As a result, the current two-year lag between the recording future 
income tax impacts and payment of the transmission tariff amounts to the AESO and the 
collection from customers is not expected to occur; and 

 In August Newfoundland Power extended its $100 million revolving credit facility to 
August 2011. The facility was due to expire in January 2009. 

Capital Structure and Liquidity 

Fortis consolidated debt outstanding moved higher in the third quarter by $276 million, largely on 
the back of increased short-term borrowings of $160 million and net borrowings under credit 
facilities of $103 million. No long-term debt issues were undertaken by Fortis or its subsidiaries 
in Q3/08. Total consolidated debt at the end of the third quarter was $5.6 billion, about 90% of 
which resides at the company’s various subsidiaries. Of the $550 million to $600 million of debt 
issues at the holding company level (depending on the prevailing US$/C$ exchange rate) only 
one, a $100 million senior unsecured debenture maturing 2010, is a Canadian dollar issue.  
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Leverage, as measured by total debt-to-total capital and treating the company’s preference shares 
as equity, continues to be marginally above the company’s target level of 60% as it has been for 
the last six quarters. At the end of Q3/08, increased debt commitments in the quarter moved 
leverage to 62%, up from 61% at mid-year but still below its most recent high of 64% at year-end 
2007.  

On a consolidated basis, Fortis’ liquidity remains adequate for its operational, capital requirement 
and refinancing needs. At the end of Q3/08 the company had: 

 $1.5 billion of available credit facilities after draw downs and outstanding letters of credit 
under its $2.2 billion of credit facilities, down from $1.8 billion at mid-year; and 

 cash and cash equivalents of $68 million, $9 million more than at June 30, 2008. 

In addition, the company faces no material credit facility renewal risk, although we note one of 
the subsidiaries, FortisBC, faces a facility renewal in May 2009. Further, the company does not 
face material debt refinancing risk. Between now and the end of 2009, Fortis Inc. and its 
subsidiaries have $325 million in maturities including a $200 million maturity of Terasen Inc. in 
December 2008 which is to be repaid on maturity, and three small debt maturities totalling $125 
million.  

Credit Ratings 

The corporate credit and senior unsecured debt issue ratings on Fortis remained stable and in the 
absence of a material largely debt-financed asset or business acquisition, we do not anticipate any 
downward pressure on its ratings in the near term. 

Standard & Poor’s stable outlook on the Fortis rating reflects the underlying operational and 
financial stability of Fortis' operating companies. The agency advises that the two main factors 
that could lead to lower ratings would be if Fortis materially elevated its leverage, or if one of its 
larger subsidiaries encountered major financial or operational difficulties. On the flip side, the 
agency sees little chance of a positive outlook or upgrade in the near term, but they could occur as 
a result of further diversification. Embedded in the rating is an expectation that Fortis will remain 
acquisitive in the next few years, with the agency noting that further acquisitions should not 
prompt a downgrade, provided they remain consistent within the company's regulated focus and 
expertise and were financed consistent with current financial policies. 

DBRS last confirmed its ratings on Fortis on November 30, 2007, based on its strong credit 
metrics and low business risk profile driven by its diverse ownership of regulated operating 
subsidiaries. DBRS viewed the acquisition of Terasen as neutral to slightly positive to the credit 
profile of Fortis with the improvement in its business risk profile attributable to the stable cash 
flow and earnings of the established, mature regulated gas utilities, as well as increased 
diversification the acquisition provides. The agency advises that Fortis’ consolidated coverage 
metrics may be modestly impacted by the accelerated capital expenditures of a number of its 
utility subsidiaries, as earnings and cash flows do not begin until projects are completed and 
rolled into the rate base of utilities. 
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Recommendation 

With only one Canadian dollar debt issue, a $100 million debenture due 2010, the opportunity to 
gain exposure to Fortis is limited. Nevertheless, we view Fortis as a solid credit and one unlikely 
to cause too much concern for investors. Should it undertake a debt issue, possibly to refinance 
upcoming maturing debt at Terasen Inc., we would suggest investors take advantage of the 
limited opportunity it would offer to gain exposure to the credit. We also view Fortis’ 
conservative management as very supportive of its credit quality and that of its operating 
subsidiaries, especially those that rely on Fortis for ongoing financial and executive support. 
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Fortis Inc. 

Maturity Schedule  
Amount Issue Issue Outstanding 

Company Coupon Maturity ($mm) Instrument Date Spread Callable CUSIP ($mm)
Terasen Inc. 6.300% 1-Dec-08 $200 MTNs 30-Nov-01 NA Make Whole (+ 27 bps) 11058ZAA8 $200
Terasen Gas Inc. 10.750% 8-Jun-09 $60 Debentures 8-Jun-89 NA Make Whole (+ 40 bps) 457452AH3 $60
FortisBC Inc. 6.75% 31-Jul-09 $50 Unsecured Debenture 19-Jul-02 NA Make Whole (+ 40.0 bps) NA $50
FortisBC Inc. 11.00% 1-Dec-09 $15 Secured Debenture 20-Dec-89 NA Make Whole (+ 50 bps) NA $5
Maritime Electric Co. Ltd. 12.00% 1-May-10 $15 First Mortgage 1-Jan-90 NA NA NA $15
Fortis Inc. 7.40% 25-Oct-10 $100 Debenture 25-Oct-00 175.0 bps Make Whole (+ 43.0 bps) 349553AB3 $100
FortisBC Inc. 9.65% 16-Oct-12 $15 Secured Debenture 16-Oct-92 NA Make Whole (+ 40.0 bps) NA $15
FortisBC Inc. 9.44% 31-Oct-13 $5 WPP Mortgage NA NA NA NA $5
Newfoundland Power 10.55% 1-Aug-14 $40 First Mortgage 9-Aug-89 117.0 bps Make Whole (+ 50.0 bps) 651350BD1 $32
Terasen Inc. 5.560% 15-Sep-14 $125 MTNs 15-Sep-04 93.0 bps Make Whole (+ 23 bps) 88079ZAB9 $125
Fortis Inc. 5.74% 31-Oct-14 US$150 Senior Note 28-Oct-04 NA NA NA US$150
FortisAlberta 5.33% 31-Oct-14 $200 Unsecured Debenture 25-Oct-04 75.0 bps Make Whole (+ 18 bps) 34957EAA9 $200
FortisBC Inc. 5.48% 28-Nov-14 $140 Unsecured Debenture 30-Nov-04 97.0 bps Make Whole (+ 24 bps) 34957UAA3 $140
Terasen Gas Inc. 11.800% 30-Sep-15 $75 Mortgage 3-Dec-90 NA Non-callable 05534RAA2 $75
FortisBC Inc. 8.77% 1-Feb-16 $25 Unsecured Debenture 1-Mar-96 NA Make Whole (+ 35.0 bps) NA $25
Newfoundland Power 10.90% 12-May-16 $40 First Mortgage 2-May-91 116.0 bps Make Whole (+ 50 bps) 651350BE9 $34
Maritime Electric Co. Ltd. 11.50% 15-Aug-16 $12 First Mortgage 1-Jan-91 NA NA NA $12
Terasen Gas Inc. 10.300% 30-Sep-16 $200 Mortgage 21-Nov-91 104.0 bps Make Whole (+ 35 bps) 05534RAB0 $200
Maritime Electric Co. Ltd. 8.55% 7-Dec-18 $15 First Mortgage 7-Dec-93 NA NA NA $15
Newfoundland Power 9.00% 1-Oct-20 $40 First Mortgage 1-Oct-92 93.0 bps Make Whole (+ 40.0 bps) 651350BG4 $35
FortisBC Inc. 7.81% 1-Dec-21 $25 Unsecured Debenture 1-Jun-97 NA Make Whole (+ 25.0 bps) NA $25
Newfoundland Power 10.13% 15-Jun-22 $40 First Mortgage 15-Jun-92 112.0 bps Make Whole (+ 37.5 bps) 651350BF6 $34
FortisBC Inc. 8.80% 28-Aug-23 $25 Secured Debenture 30-Nov-93 NA Make Whole (+ 40.0 bps) 95358DAA7 $25
Maritime Electric Co. Ltd. 7.57% 22-Dec-25 $15 First Mortgage 22-Dec-00 NA NA NA $15
Newfoundland Power 8.90% 7-May-26 $40 First Mortgage 7-May-96 68.0 bps Make Whole (+ 20 bps) 651350BH2 $36
Maritime Electric Co. Ltd. 8.63% 15-Jan-27 $15 First Mortgage 15-Jan-97 NA NA NA $15
Newfoundland Power 6.80% 20-Nov-28 $50 First Mortgage 20-Nov-98 130.0 bps Make Whole (+ 30 bps) 651350BJ8 $46
Terasen Gas Inc. 6.950% 21-Sep-29 $150 MTNs 21-Sep-99 112.0 bps Make Whole (+ 28 bps) 05534ZAF3 $150
Maritime Electric Co. Ltd. 8.92% 3-Jul-31 $20 First Mortgage 3-Jul-96 NA NA NA $20
Newfoundland Power 7.52% 1-Nov-32 $75 First Mortgage 31-Oct-02 185.5 bps Make Whole (+ 46 bps) 651350BK5 $72
Terasen Gas Inc. 6.500% 1-May-34 $150 MTNs 29-Apr-04 127.0 bps Make Whole (+ 31 bps) 88078ZAB0 $150
FortisAlberta 6.22% 31-Oct-34 $200 Unsecured Debenture 25-Oct-04 115.0 bps Make Whole (+ 28 bps) 34957EAB7 $200
Terasen Gas Inc. 5.900% 26-Feb-35 $150 MTNs 25-Feb-05 118.0 bps Make Whole (+ 29 bps) 88078ZAC8 $150
Newfoundland Power 5.44% 15-Aug-35 $60 First Mortgage 15-Aug-05 NA NA NA $59
FortisBC Inc. 5.60% 9-Nov-35 $100 Unsecured Debenture 10-Nov-05 120.0 bps Make Whole ( + 30 bps) 34957UAB1 $100
FortisAlberta 5.40% 21-Apr-36 $100 Unsecured Debenture 21-Apr-06 100.0 bps Make Whole ( + 25 bps) 34957EAC5 $100
Terasen Gas Inc. 5.550% 25-Sep-36 $120 MTNs 25-Sep-06 136.0 bps Make whole ( + 34 bps) 88078ZAE4 $120
Newfoundland Power 5.901% 17-Aug-37 $70 First Mortgage 17-Aug-07 NA Make Whole (+35 bps) EG7385503 $70
Fortis Inc. 6.600% 1-Sep-37 US$200 Senior Unsecured Note 6-Sep-07 NA NA NA US$200
Terasen Gas Inc. 6.000% 2-Oct-37 $250 MTNs 2-Oct-07 148.0 bps Make Whole ( +37 bps) 88078ZAF1 $250
Terasen Gas (Vancouver Island) Inc. 6.050% 15-Feb-38 $250 Unsecured Debenture 15-Feb-08 183.0 bps Make Whole ( +46 bps) 88100BAA7 $250
Maritime Electric Co. Ltd. 6.054% 2-Apr-38 $60 First Mortgage 2-Apr-08 205.0 bps Make Whole ( +50 bps) 570311AA8 $60
FortisAlberta 5.850% 15-Apr-38 $100 Unsecured Debenture 15-Apr-08 180.0 bps Make Whole (+45 bps) 34957ZAB0 $100
Terasen Gas Inc. 5.800% 13-May-38 $250 MTNs 13-May-08 163.0 bps Make Whole (+40 bps) 88078ZAG9 $250
Terasen Inc. 8.000% 19-Apr-40 $125 Subordinated Debentures 19-Apr-00 235.0 bps Make Whole (+ 55 bps) 05534KAA7 $125
FortisAlberta 4.99% 3-Jan-47 $110 Unsecured Debenture 3-Jan-07 97.0 bps Make Whole ( + 24 bps) 34957ZAA2 $110
FortisBC Inc. 5.90% 4-Jul-47 $105 Unsecured Debenture 4-Jul-07 125.0 bps Make Whole ( + 31 bps) 34957UAC9 $105  

 
Ownership Structure 

Widely Held. 
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Fortis Inc. (continued) 

 
Credit Facilities ($mm)  Corp. Lease Schedule ($mm) at 12/31/2007 

Facility
Company Size Q3/08 Q2/08 Maturity Type

Fortis  Inc.* $2,241.0 $1,532.0 $1,794.0 Lines of Credit

*Represents the consolidated authorized lines of credit of Fortis Inc. and its subsidiaries.

Amount Available

 

Capital Operating
Lease  Lease Lease 

Year Payments Payments Receipts
2008 3.0 21.0
2009 2.5 17.5
2010 2.5 17.5
2011 2.5 16.0
2012 2.5 16.0

Thereafter 53.0 108.0
*Capital lease payments are related to the agreement 
entered into by FortisBC for the operation of BTS.  

 
Pension Summary  

Other Benefit Plans
FY 2007 FY 2006 FY 2007 FY 2006
($mm) ($mm) ($mm) ($mm)

Accrued Benefit Obligation 667.0 413.4 233.0 125.2
Plan Assets 674.0 390.6 -                -                

Funded Status 7.0 (22.8) (233.0) (125.2)
Accrued Benefit Asset (Liability) 
  Net of Valuation Allowance 120.0 93.0 150.0 63.7

Discount Rate 5.0-5.25% 5.0-5.25% 5.0-5.25% 5.0-5.25%
Expected Long-term Rate of 
  of Return on Assets 6.5-7.5% 6.5-7.5% NA NA
Rate of Future Increase in 
  Compensation 3.5-4.3% 3.5-4.0% 3.5-4.3% 3.5-4.0%

Pension  Benefit Plans

 

 
Historical Ratings 

DBRS   S&P Moody's
Rating Trend Date Rating Trend Date Rating Trend Date
BBB (high) Stable 5-Nov-03 A- Stable 19-Jun-07 Not Rated
BBB (high) Under Review - Developing 16-Sep-03 BBB CreditWatch Positive 26-Feb-07
BBB (high) Stable 6-Oct-00 BBB Stable 7-Dec-05

BBB Negative 7-Jan-04
BBB CreditWatch Negative 22-Sep-03  

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 7 to 9. 
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(FY-Dec.) 2007A 2008E 2009E 2010E 
EPS $1.29  $1.54↑ $1.57↑ $1.63 
P/E  17.1x 16.8x 16.1x 
 
CFPS $2.71  $3.68  $3.76  $3.97 
P/CFPS  7.1x 7.0x 6.6x 
 
Div.  $0.82 $1.00 $1.04 $1.08 
EV ($mm) $9,795 $10,323 $10,756 $11,178 
EBITDA ($mm) $810 $1,329 $1,348 $1,411 
EV/EBITDA 12.1x 7.8x 8.0x 7.9x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.28a $0.26a $0.44 
2009E $0.59  $0.29  $0.25  $0.48 
 
Dividend $1.00 Yield 3.8% 
Book Value $16.69 Price/Book 1.6x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,090 
Float O/S (mm) 155.5 Float Cap ($mm) $4,090 
Wkly Vol (000s) 2,244 Wkly $ Vol (mm) $60.0 
Net Debt ($mm) $6,046.8 Next Rep. Date 07-Feb (E) 

 
Event 
Fortis reported Q3/08 GAAP EPS of $0.31. After adjusting for a $7.5 million 
tax recovery regarding a settlement related to interprovincial tax structure
legislation, comparable Q3/08 EPS of $0.26 were higher than our estimate of 
$0.22 and the First Call Mean estimate of $0.21. The variance between expected
and actual results largely appears to be due to a $4.5 million ($0.03/share)
recovery of future income taxes related to AESO deferral account balances at
FortisAlberta that were previously expensed during the first half of 2008. The
remainder of Fortis’ business segments (especially Fortis BC and Fortis 
Generation) performed well during the quarter. 
 
Impact 
Slightly Positive. 
 
Forecasts 
We have updated our forecasts to reflect reported results, increased our foreign 
exchange assumption to 1.20 CAD = 1.00 USD from our previous assumption
of parity and slightly increased our earnings estimates from Terasen Gas where
results have consistently been above our estimates.   
 
Valuation 
Our valuation reflects a weighted approach: 17x diluted 2009E EPS of $1.57 
(12.5%), 1.70x 2009E book value per share of $18.66 and a target yield of
3.75% (75%), assuming 2009E dividends per share of $1.04.  Our diluted EPS 
estimates increase to $1.54 from $1.50 in 2008 to $1.57 from $1.53 in 2009, and 
we are introducing our 2010 diluted EPS estimate of $1.63. 
 Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.53; 2009E: $1.58; 2010E: $1.63 

Recommendation 
We believe that Fortis’ shares are attractively valued, considering its relatively
low-risk, diversified business model.  Our rating is Outperform. 
 
 Changes Annual EPS  

 2008E $1.50 to $1.54             
 2009E $1.53 to $1.57           
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Q3/08 Results Exceed Expectations; Expect Steady Hand 
Over Next Few Quarters 

Fortis reported Q3/08 GAAP EPS of $0.31. After adjusting for a $7.5 million tax recovery 
regarding a settlement related to interprovincial tax structure legislation, comparable Q3/08 
EPS of $0.26 were higher than our estimate of $0.22 and the First Call Mean estimate of $0.21. 
The variance between expected and actual results largely appears to be due to a $4.5 million 
($0.03/share) recovery of future income taxes related to AESO deferral account balances at 
FortisAlberta that were previously expensed during the first half of 2008. The remainder of 
Fortis’ business segments (especially Fortis BC and Fortis Generation) performed well during 
the quarter. 

Much of Fortis’ recent growth has been the result of business combinations:  FortisAlberta and 
FortisBC were acquired in May 2004, and Terasen Inc was acquired in May 2007.  Although 
we believe that Fortis will continue to expand through acquisitions, the difficulty of raising 
financing in tumultuous equity and credit markets may limit near-term acquisition 
opportunities.   

We therefore believe that in the short term Fortis will continue to optimize its various business 
segments and progress on its five-year $4.5 billion capital expenditure program. 

We continue to believe that Fortis’ shares are attractively valued, considering its relatively low-
risk, diversified business model.  We are maintaining our $28 price target and our Outperform 
rating. 

Q3/08 Results 

As set out in Table 1, Q3/08 GAAP income of $49 million was $18 million higher than net 
income of $31 million reported in Q3/07.  After adjusting for a $7.5 million tax recovery 
regarding a settlement related to interprovincial tax structure legislation, Q3/08 adjusted income 
of $41.5 million was 33.9% higher than net income of $31 million in Q3/07.  A discussion of 
the operating performance of each business segment follows below. 

Table 1:  Historical Results by Segment 

Q3/08
GAAP Adjustments

Q3/08
Adjusted Q3/07

Variance
Q3/08 Adj 
vs. Q3/07

Variance
 %

Regulated Gas Utilities - Canadian
     Terasen Gas Companies 1.0 (5.5) (4.5) (4.0) (0.5) 12.5%
Regulated Electric Utilities - Canadian
     FortisAlberta 17.0 -                      17.0 15.0 2.0 13.3%
     FortisBC 8.0 -                      8.0 6.0 2.0 33.3%
     Newfoundland Power 8.0 -                      8.0 2.0 6.0 300.0%
     Other Canadian 5.0 -                      5.0 5.0 0.0 0.0%

38.0 -                      38.0 28.0 10.0 35.7%
Regulated Electric Utilities - Caribbean 7.0 -                      7.0 10.0 (3.0) -30.0%
Non-Regulated - Fortis Generation 9.0 -                      9.0 5.0 4.0 80.0%
Non-Regulated - Fortis Properties 9.0 -                      9.0 8.0 1.0 12.5%
Corporate and Other (15.0) (2.0) (17.0) (16.0) (1.0) 6.3%
Net Earnings Applicable to Common Shares 49.0 (7.5) 41.5 31.0 10.5 33.9%

Source:  BMO Capital Markets, Company Reports
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Regulated Gas Utilities – Terasen Gas Companies 

Terasen Inc.’s GAAP results included a $5.5 million tax benefit regarding the settlement of a 
case related to interprovincial tax structures.  Approximately $2 million of the $7.5 million tax 
benefit received during Q3/08 was recorded in the corporate segment.  After adjusting for this 
tax benefit, reported results at Terasen Gas were consistent with those reported in Q3/07. 

Regulated Electric Utilities – FortisAlberta 

Net earnings at FortisAlberta in Q3/08 were $17 million compared to $15 million in Q2/07.  
Included in reported results was a $4.5 million recovery of future income taxes expensed during 
the first half of 2008, which are related to deferral account balances associated with charges 
levied by the Alberta Electric System Operator that are either refundable or recoverable in 
customer rates.  Reported results in Q3/07 included approximately $3 million of tax recoveries 
related to the AESO deferral account balances.  Excluding these tax recoveries, reported results 
at Fortis Alberta would have been $12.5 million in Q3/08, or approximately 4.2% higher than 
net income of $12 million (excluding tax recoveries) earned in Q3/07. 

Regulated Electric Utilities – FortisBC 

Net earnings at Fortis BC increased by $2 million in Q3/08 compared to Q3/07.  The increase 
was largely due to decreased energy supply costs, as the company was able to generate a higher 
proportion of energy from company-owned hydroelectric facilities as opposed to purchasing 
power.   

Regulated Electric Utilities – Newfoundland Power 

Net earnings from Newfoundland Power were $8 million in Q3/08, up from $2 million in 
Q3/07.  The quarter-over-quarter variance was primarily due to a regulatory decision that 
modified the way purchased power expenses are allocated between quarters.  Previously, 
monthly purchased power expenses were recognized based on an estimate of actual costs, with 
variances between actual and estimated purchased power expenses accrued to a deferral account 
that was discontinued, effective January 1, 2008.  Newfoundland Power now recognizes the 
actual cost of purchased power each month.  Although this change in regulatory accounting is 
not expected to impact annual earnings, the change in regulatory accounting increased earnings 
at Newfoundland Power by $5.5 million in Q3/07. 

Regulated Electric Utilities – Caribbean 

Net earnings at the Caribbean business segment fell to $7 million in Q3/08 compared to $10 
million in Q3/07.  Lower revenues caused by Hurricane Ike reduced earnings at Fortis Turks 
and Caicos by approximately $1 million during Q3/08 and are expected to reduce earnings by a 
further $1 million in Q4/08.  Fortis is in the preliminary stage of determining a claim under 
business interruption insurance.  Business interruption insurance at Fortis Turks and Caicos 
carries a 30-day deductable. 
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The remainder of the decrease was the result of lower earnings at Belize Electricity Limited 
(BEL, 70.1% Fortis), caused by the Belize Public Utility Commission’s final decision on BEL’s 
2008–2009 rate application, which effectively reduced BEL’s allowed return on assets; and 
reduced earnings at Caribbean Utilities (57% Fortis) due to the elimination of the hurricane cost 
recovery surcharge effective January 1, 2008. 

Unregulated – Fortis Generation 

Strong hydrology and higher realized power prices increased earnings at Fortis Generation to $9 
million in Q3/08 compared to $5 million in Q3/07.   

Unregulated – Fortis Properties 

Net earnings at Fortis properties increased to $9 million in Q3/08 compared to $8 million in 
Q3/07.  The increase largely reflects contributions from the Delta Regina, which was acquired 
on August 1, 2007, and improved performance at properties located in Atlantic Canada. 
Revenue per available room (REVPAR) fell during Q3/08, but to $93.64 from $95.11 in Q3/07.  
In addition, occupancy declined slightly to 96.6% in Q3/08 compared to 96.9% in Q3/07. 

Capital Expenditure Update 

Consistent with guidance contained in the Q2/08 earnings release, Fortis’ five-year capital 
budget remains at $4.5 billion (up from a target of $4 billion in early 2008).  Approximately 
$3.5 billion is expected to be spent in the regulated electricity business, with the majority at 
FortisAlberta and FortisBC.  Capital expenditures at Terasen Gas over the next five years are 
expected be approximately $1 billion.  

Details on specific capital projects contained in the Q3/08 earnings release are: 

• FortisAlberta has begun the second phase of a program to replace conventional meters in its 
service area with new automated meters.  Overall, FortisAlberta’s meter replacement 
program expected to cost $124 million and will convert approximately 435,000 customers 
to automated meters over a four year period that began in 2007. 

• In October, FortisBC received approval from the British Columbia Utilities Commission 
for a $141 million project to upgrade the transmission system in the Okanagan region of 
British Columbia.  The project includes upgrading the existing overhead transmission line 
running from Vaseux Lake to the Oliver and Penticton regions of BC from 161 kV to 230 
kV.  In addition, a new 230 kV transmission line running from Vaseux Lake to Penticton 
will also be constructed.    

• Fortis Properties intends to expand the Holiday Inn in Kelowna, BC, by adding 70 rooms 
and 4,000 square feet of meeting room space.  Construction of this project is expected to 
begin in late 2008, with completion targeted for January 2010.  The capital cost of this 
initiative is $13 million. 

Our estimate of Fortis’ planned capital expenditures for the remainder of 2008 is set out in 
Table 2. 
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Table 2:  Capital Expenditure by Business Segment 
Segment Q1/08 Q2/08 Q3/08 Q4/08E 2008E % of Total

Terasen Gas Companies $40 $56 $56 $98 $250 26.9%
FortisAlberta $63 $81 $78 $64 $286 30.8%

FortisBC $24 $26 $31 $55 $136 14.6%
Newfoundland Power $13 $17 $17 $6 $53 5.7%

Other Regulated Utilities - Canadian $7 $10 $11 $27 $55 5.9%
Regulated Utilities - Caribbean $11 $23 $31 $36 $101 10.9%

Non-Regulated Businesses $7

 

$11 $10 $20 $48 5.2%
Total $165 $224 $234 $306 $929 100.0%

Source: BMO Capital Markets, Company Reports  

Other Items 

• On October 3, 2008, BEL was granted leave by the Supreme Court of Belize to apply for a 
judicial review of the Belize Public Utility Commission’s final decision on BEL’s 2008-
2009 rate application. The judicial review is expected to be heard in late 2008.   

• The capital cost to repair damage caused by Hurricane Ike has been estimated at 
approximately $6 million.  Fortis expects that damage repair expenditures made by Fortis 
Turks and Caicos will qualify as rate base additions and that the company will be allowed 
to earn a return on and of this capital. 

Estimates 

Our valuation reflects a weighted approach: 17x diluted 2009E EPS of $1.57 (12.5%), 1.70x 
2009E book value per share of $18.66 and a target yield of 3.75% (75%), assuming 2009E 
dividends per share of $1.04.  Our diluted EPS estimates increase to $1.54 from $1.50 in 2008 
to $1.57 from $1.53 in 2009, and we are introducing our 2010 diluted EPS estimate of $1.63. 
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Table 3:  Consolidated Summary 
02-Nov-08 Michael McGowan
Current Price: $26.30 BMO Capital Markets
12-Month Target Price: $28.00
ROR: 10.3% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E 2010E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.57 $1.60 $1.66
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.54 $1.57 $1.63
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.20 $0.20 $0.20
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.08 $0.08 $0.07

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.15 $0.16

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13 $0.13
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.18 $0.22 $0.22

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.46 $0.52 $0.57
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.70 $0.69

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.44) ($0.43) ($0.42)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04 $1.08
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 63.7% 65.1% 65.0%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 156.5 161.7 166.0
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.43 18.66 19.27

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - - -

Price:  Current - - - - - - $26.30
P/E Ratio:  High 13.7 14.3 16.8 21.7 22.9 22.9 - - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 15.9 15.9 - - -

P/E Ratio:  Current - - - - - - 16.8 16.5 1
Price/Book Value:  High 1.5 1.7 1.7 2.2 2.4 2.4 - - -
Price/Book Value:  Low 1.2 1.4 1.4 1.4 1.7 1.7 - - -

Price/Book Value:  Current - - - - - - 1.5 1.4
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - - -

Yield:  Current - - - - - - 3.80% 3.95% 4.1

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 448.4 742.5 1,315.9
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 4,920.9 4,916.9 4,650.6

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 670.6 670.6 670.6
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 52.5 60.0 60.0

Shareholders' Equity 584.2

5.8

1.4

1%

624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,745.0 3,095.0 3,201.5
1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,427.5 10,075.0 10,488.6

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 4.8% 7.4% 12.5%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 52.2% 48.8% 44.3%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7% 4.5%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 7.1% 6.7% 6.4%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.6% 0.6% 0.6%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.9% 29.1% 30.7% 30.5%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 245.5 258.1 275.8

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 582.5 611.6 666.7

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.52    16  1.00   4.2     66  16.69   1.4     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   7.6  14.0  14.5

10 Year:  12.7   8.3  10.1
20 Year:   5.0   5.9   7.5

* Current EPS is the 4 Quarter Trailing to Q2/2008.
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FTS - Rating as of 21-Nov-05 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 44% 55% 52% 
Hold Market Perform 48% 41% 42% 
Sell Underperform 8% 4% 6% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include: Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
Fortis Ontario (100%, Fort Erie, Ontario), Belize Electricity 

(70.1%, Belize), Caribbean Utilities (56%, Grand Cayman 
Island), Turks and Caicos (100%, Turks and Caicos), 
FortisAlberta (100%, Alberta) and FortisBC (100%, British 
Columbia). Website: fortisinc.com 
Recommendation – We are currently restricted on Fortis 
Inc. Member of Top 15 Income and Value stock selections. 

 
 

           (FY-Dec.) 2007A 2008E 2009E 2010E
 

Price (26-Nov) $25.87 52-Week High $29.94 EPS  $1.29 na na na 
Target Price na 52-Week Low $20.70 P/E  na na na 
 

Dividend $1.00 Book Value $16.69 CFPS  $2.71 na na na 
Yield 3.9% Price/Book 1.6x P/CFPS  na na na 
 

Shares O/S (mm) 155.5 Mkt. Cap ($mm) $4,023 Div.  $0.82 na na na 
Float O/S (mm) 155.5 Float Cap ($mm) $4,023 EV ($mm) $9,795 na na na 
Wkly Vol (000s) 2,392 Wkly $ Vol (mm) $64.0 EBITDA ($mm) $810 na na na 
Net Debt ($mm) $6,047 Next Rep. Date 5-Feb  (E) EV/EBITDA  12.1x na na na 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 7.2% na na na 
2007A $0.40  $0.31  $0.20  $0.46 Book Value ($) $16.69  na na na 
2008E $0.58 a $0.28 a $0.26 a na D/Tot. Cap. (%) 64.7% na na na 
2009E na  na  na  na Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
 
 

 

5

10

15

20

25

30

5

10

15

20

25

30
Quarterly Price

22

24

26

28

30

22

24

26

28

30
Weekly Price; 40/200 Day M. Avg.

1

2

1

2
Earnings (4 Quarter Trailing)

0

20

0

20
Volume (mln)

1980 1985 1990 1995 2000 2005

100

200

100

200

FTS Relative to S&P/TSX Comp.
FTS Relative to Electric Utilities

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2007 2008

1.4

1.5

1.6

1.4

1.5

1.6

 IBES 2008FY Mean EPS ( Nov 08 =  1.55 )
 IBES 2009FY Mean EPS ( Nov 08 =  1.61 )



 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 

Research Fact Sheet 
 

 
 
The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that 
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out 
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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Fortis Inc. (FTS)

Last Daily Data Point: December 4, 2008
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.58    17  1.00   3.7     63  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.5  14.0  14.5

10 Year:  13.1   8.3  10.1
20 Year:   5.2   5.5   7.5

* Current EPS is the 4 Quarter Trailing to Q3/2008.
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FTS - Rating as of 26-Dec-05 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94

7 3-Dec-08 OP  to NR $25.48
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group 
and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of 
this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources 
that we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who 
prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should 
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO  Starmine 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 37% 40%  50% 
Hold Market Perform 54% 55%  43% 
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Sell Underperform 9% 5%  7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
“relevant persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 
 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 7 to 9. 
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Coverage Resumed After Equity Issuance; 
Maintaining Outperform Rating 

Price (19-Dec) $24.34 52-Week High $29.94 
Target Price $28.00  52-Week Low $20.70 
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(FY-Dec.) 2007A 2008E 2009E 2010E 
EPS $1.29  $1.53↓ $1.54↓ $1.60↓
P/E  15.9x 15.8x 15.2x 
 
CFPS $2.71  $3.67  $3.77  $4.01 
P/CFPS  6.6x 6.5x 6.1x 
 
Div.  $0.82 $1.00 $1.04 $1.08 
EV ($mm) $9,795 $9,843 $10,649 $10,956 
EBITDA ($mm) $810 $1,114 $1,188 $1,214 
EV/EBITDA 12.1x 8.8x 9.0x 9.0x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2007A $0.40  $0.31  $0.20  $0.46 
2008E $0.58a $0.28a $0.26a $0.43↓
2009E $0.58↓ $0.28↓ $0.24↓ $0.47↓
 
Dividend $1.00 Yield 4.1% 
Book Value $16.69 Price/Book 1.5x 
Shares O/S (mm) 155.5 Mkt. Cap ($mm) $3,785 
Float O/S (mm) 155.5 Float Cap ($mm) $3,785 
Wkly Vol (000s) 2,521 Wkly $ Vol (mm) $66.8 
Net Debt ($mm) $6,046.8 Next Rep. Date 05-Feb (E) 

 

Event 
We are resuming coverage of Fortis Inc. following completion of the issuance of
11,700,000 common shares, priced at $25.65/share, for gross proceeds of $300.1
million.  Approximately $200 million from the issuance will be used to repay
debt incurred to temporarily finance the acquisition of Terasen Gas.  Since the 
company’s Q3/08 results were reported, regulated ROE have been released in 
most jurisdictions in Canada, Fortis increased its dividend by 4% to an
annualized rate of $1.04/share, and a number of regulatory decisions have been
issued.   
 

Impact 
Mixed.  The size of the equity issuance was consistent with our estimates; 
however, our model had assumed that Fortis would not issue additional common
equity until 2009 and at a higher share price.  A greater number of shares issued,
combined with lower regulated ROE, have reduced our diluted EPS estimates
by approximately $0.03 in each of 2009 and 2010. 
 

Forecasts 
We have updated our model to reflect (1) the equity issuance; (2) regulated ROE
for 2009; and (3) recent regulatory decisions and filings.  Our diluted EPS 
estimates decline to $1.53 from $1.54 in 2008; to $1.54 from $1.57 in 2009; and 
to $1.60 from $1.63 in 2010. 
 

Valuation 
Our target price of $28 is based on a weighted valuation approach:  17x diluted 
2009E EPS of $1.54 (12.5%), 1.70x 2009E BVPS of $18.13 (12.5%) and a
target yield of 3.75% (75%), assuming 2009E dividends per share of $1.04. Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.55; 2009E: $1.60; 2010E: $1.64 

 

Recommendation 
We believe that Fortis’ shares are attractively valued, considering its relatively
low-risk, diversified business model.  Our rating is Outperform. 
 
 Changes Annual EPS  Quarterly EPS

 2008E $1.54 to $1.53     Q4/08E $0.44 to $0.43 Q1/09E $0.59 to $0.58    
 2009E $1.57 to $1.54         Q2/09E $0.29 to $0.28  
 2010E $1.63 to $1.60         Q3/09E $0.25 to $0.24    
     Q4/09E $0.48 to $0.47 
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Details & Analysis 

We are resuming coverage of Fortis Inc. following the completion of the issuance of 11,700,000 
common shares, priced at $25.65/share, for gross proceeds of $300.1 million.  Approximately 
$200 million from the issuance will be used to repay debt incurred to temporarily finance the 
acquisition of Terasen Gas. 

The size of the equity issuance was consistent with our estimates; however, our model had 
assumed that Fortis would not issue additional common equity until 2009 and at a higher share 
price.  Absent an acquisition, we believe the company is unlikely to require additional equity 
during our forecast period. 

We continue to believe that Fortis’ shares are attractively valued, considering its relatively low-
risk business model.  Our target price of $28 is based on a weighted valuation approach:  17x 
diluted 2009E EPS of $1.54 (12.5%), 1.70x 2009E BVPS of $18.13 (12.5%) and a target yield 
of 3.75% (75%), assuming 2009E dividends per share of $1.04. 

A discussion of the events that have occurred since we have been on research restriction is set 
out below. 

Quarterly Dividend Increase; DRIP Amended 

On December 10, 2008, Fortis Inc. announced that its board of directors approved a 4% 
increase in the quarterly dividend to $0.26 per share from the current rate of $0.25 per share.  
The dividend increase is consistent with our expectations and the revised dividend will be 
payable on March 1, 2009, to common shareholders of record at the close of business on 
February 6, 2009.   

Concurrently, the board of directors amended and restated the company’s dividend 
reinvestment and share purchase plan (“DRIP”).  Pursuant to the DRIP, shareholders may elect 
to receive their dividends in shares issued by treasury at a 2% discount to the market price. 

2009 Regulated ROE Released 

Regulated rates of return on equity have now been released in most Canadian jurisdictions.  
Divisions with significant exposure to changes in regulated rates of return include 
Newfoundland Power, FortisAlberta, FortisBC, Terasen Gas, and Terasen Gas Vancouver 
Island. 

The benchmark regulated rate of return for a low-risk utility operating in British Columbia will 
fall by 15 basis points in 2009 to 8.47% from 8.62% in 2008.   Terasen Gas Inc. is the 
benchmark utility in British Columbia, and therefore its allowed ROE in 2009 will be set at 
8.47%.  Terasen Gas (Vancouver Island) is allowed to earn a 70-basis-point risk premium over 
the benchmark return; therefore its allowed ROE for 2009 will be set at 9.17%.  FortisBC is 
allowed to earn a 40-basis point premium over the benchmark return; therefore its allowed ROE 
for 2009 will be set at 8.87%. 
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Surprisingly, the Alberta Utilities Commission (AUC) has decided not to adjust regulated rates 
of return at this time. The AUC will be holding a generic cost of capital hearing in 2009 and has 
decided that the 2008 generic ROE of 8.75% will be maintained on a placeholder basis until the 
cost of capital review has been completed.  Accordingly, there will be no immediate change to 
FortisAlberta’s allowed ROE of 8.75%. 

On November 28, 2008, Newfoundland Power (100% Fortis Inc.) made its annual cost of 
capital application to the Board of Commissioners of Public Utilities.  In 2007, the Board 
approved the use of an automatic adjustment mechanism for a three-year period ending 2011.  
Pursuant to the decision, Newfoundland Power is allowed to earn a return on rate base within a 
range of 8.19–8.55%.  Although the company must calculate its deemed return on rate base 
annually and present its findings to the regulator, customer rates will not be adjusted unless the 
calculation yields a figure that is outside of the aforementioned range.  Application of the 
automatic adjustment mechanism resulted in a deemed return on rate base of 8.25% for 2009, 
which is within the allowed range.  Accordingly, application of the automatic adjustment 
mechanism at Newfoundland Power will not trigger a reduction in rates in 2009. 

Terasen Gas – 2009 Rate Applications Approved 

On December 11, 2008, the British Columbia Utilities Commission (BCUC) approved Terasen 
Gas Inc’s (TGI) application for 2009 revenue requirement and customer rates.  The company’s 
existing performance-based rate plan was also extended for the years 2008 and 2009.  The key 
financial terms of the application, which was originally filed on October 8, 2008, are set out in 
Table 1. 

The BCUC also approved Terasen Gas (Vancouver Island) Inc.’s (TGVI) application for 2009 
revenue requirement and customer rates on December 11. The key financial terms of TGVI’s 
application are set out in Table 2. 

 
Table 1: TGI 2009 Revenue Requirement and Financial Accounts 

 2008E 2009E
Revenue Requirement $1,512.8 $1,689.4
Mid-year rate base $2,504.9 $2,541.4
Net Capital Additions $129.6 $134.9
Depreciation $84.1 $89.7
Source: Regulatory Filings

 

 

 

Table 2: TGVI 2009 Revenue Requirement and Financial Accounts 

2008E 2009E
Revenue Requirement $224.8 $242.7
Mid-year rate base $514.2 $529.4
Net Capital Additions $29.6 $29.7
Mid-Year Contributions $61.1 $56.2
Depreciation $18.3 $19.2
Source: Regulatory Filings  
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FortisBC – 2009 Rate Application Approved 

On December 12, 2008, FortisBC announced that the BCUC had approved a negotiated 
settlement respecting the company’s 2009 rate application.  Key terms of the settlement, which 
was filed on December 2, 2008, include: (i) an average rate increase of 4.6%; (ii) an allowed 
ROE of 8.87%, consistent with the 2009 return on equity determined by the BCUC; and (iii) an 
extension of the current performance-based regulation settlement until 2011.  Approval of the 
negotiated settlement by the Commission is in line with expectations and our outlook fully 
reflects the key financial terms of the agreement. 

Key financial details of the company’s 2009 rate requirement as set out in the settlement 
agreement are provided in Table 3: 

Table 3:  Fortis BC Revenue Requirement and Financial Accounts 
2008E 2009E

Revenue Requirement $220.9 $233.1
Mid-year rate base $822.8 $908.0
Net Capital Additions $111.0 $119.8
Depreciation $34.4 $37.5
Source: Regulatory Filings

 

 

 

Capital Expenditure Update 

• On December 2, 2008, Terasen Energy Services (100% - Fortis Inc.) announced that it had 
signed an agreement with The Beedie Group to design, build and manage a $25 million 
alternative district energy system for the developer’s mixed-use construction project, 
located in Coquitlam, BC. The real estate development, which is called The Village at 
Fraser Mills, is expected to include 3,700 residential units, 275,000 sf of commercial and 
retail space, and 600,000 sf of business park/light industrial space.  Electricity generated by 
Fortis BC’s district energy system would be provided to the Village at Fraser Mills through 
a long-term contract, which is expected to begin in 2011. 

• On November 12, 2008, the BCUC issued an order, in which it denied an application filed 
by FortisBC’s on December 19, 2007, for a certificate of public convenience and necessity 
related to a project called the “Advanced Metering Initiative.”  The project contemplated 
replacing 108,000 conventional meters with new automated meters. The project was 
expected to begin in 2008 and be completed by the end of 2010, at an estimated cost of 
$31.3 million.   

• On November 7, 2008, the BCUC issued an order, in which it denied FortisBC’s 
application for a certificate of public convenience and necessity for a project (originally 
filed on June 27, 2008) called the “Copper Conductor Replacement Project.”  The project 
involved replacing 85 percent of the copper distribution conductors in FortisBC’s service 
area with aluminum-based steel reinforced conductors. The project was expected to begin 
in the first quarter of 2009 and be completed by the fourth quarter of 2018 Capital 
expenditures of $103 million were expected over the 10-year life of the project, with $11.7 
million spent during the first two years. 
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Estimates 

We have updated our model to reflect (1) the equity issuance; (2) regulated ROE for 2009; and 
(3) recent regulatory decisions and filings.  Our diluted EPS estimates decline to $1.53 from 
$1.54 in 2008; to $1.54 from $1.57 in 2009; and to $1.60 from $1.63 in 2010. 
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Table 4:  Consolidated Summary 
21-Dec-08 Michael McGowan
Current Price: $24.34 BMO Capital Markets
12-Month Target Price: $28.00
ROR: 19.1% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008E 2009E 2010E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.55 $1.57 $1.62
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.53 $1.54 $1.60
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.20 $0.19 $0.19
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.07 $0.07

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.16

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.20 $0.13 $0.13
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.19 $0.20 $0.21

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.46 $0.49 $0.55
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.66 $0.68

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.45) ($0.33) ($0.41)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.00 $1.04 $1.08
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 64.4% 66.3% 66.5%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 157.2 169.2 169.5
Net Book Value 8.72 8.98 10.47 11.76 12.19 16.69 17.58 18.13 18.70

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 - - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 - - -

Price:  Current - - - - - - $24.34 - -
P/E Ratio:  High 13.7 14.3 16.8 21.7 22.9 22.9 - - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 15.9 15.9 - - -

P/E Ratio:  Current - - - - - - 15.7 15.5 1
Price/Book Value:  High 1.5 1.7 1.7 2.2 2.4 2.4 - - -
Price/Book Value:  Low 1.2 1.4 1.4 1.4 1.7 1.7 - - -

Price/Book Value:  Current - - - - - - 1.4 1.3
Yield:  High Price 3.65% 3.42% 3.06% 2.41% 2.24% 2.24% - - -
Yield:  Low Price 4.51% 4.24% 3.76% 3.60% 3.23% 3.23% - - -

Yield:  Current - - - - - - 4.11% 4.27% 4.4

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 872.1 261.8 772.5 1,321.9
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,322.9 4,358.5 4,915.7 4,913.9 4,662.6

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 475.0 475.0 475.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 115.0 115.0 115.0

Preferred Shares 0.0 125.0 321.5 319.5 440.6 640.6 670.6 670.6 670.6
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 52.5 60.0 60.0

Shareholders' Equity 584.2

5.0

1.3

4%

624.6 1,000.1 1,213.4 1,268.6 2,596.0 2,971.1 3,070.6 3,172.8
1,731.2 2,250.9 3,533.6 3,995.0 5,119.7 9,315.3 9,461.8 10,077.6 10,478.0

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 8.2% 9.4% 2.8% 7.7% 12.6%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 45.4% 46.8% 52.0% 48.8% 44.5%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 9.3% 7.4% 5.0% 4.7% 4.5%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.5% 1.2% 1.2% 1.1% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.6% 6.9% 7.1% 6.7% 6.4%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.6% 0.6% 0.6%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 24.8% 27.9% 31.4% 30.5% 30.3%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.7 244.3 265.4 275.3

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 573.4 616.4 664.2

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.58    17  1.00   3.7     63  16.69   1.6     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.5  14.0  14.5

10 Year:  13.1   8.3  10.1
20 Year:   5.2   5.5   7.5

* Current EPS is the 4 Quarter Trailing to Q3/2008.
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FTS - Rating as of 5-Jan-06 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94

7 3-Dec-08 OP  to NR $25.48
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 37% 40% 50% 
Hold Market Perform 54% 55% 43% 
Sell Underperform 9% 5% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 



 
 

Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform 
Stock Price: $23.54 
Target Price: $28.00 
 

Member of: Top 15 Value Stock Selections 
 Top 15 Income Stock Selections 

February 5, 2009 
Brief Research Note 
Gas & Electric Utilities 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
Assoc: Benjamin Pham 
 

 

Q4/08 Results Exceed Expectations 
   

Impact  Neutral 
   

Details & Analysis  Fortis reported Q4/08 EPS of $0.48, higher than our estimate of $0.43 and
the First Call Mean of $0.46.  The variance between actual and expected 
results appears to largely be due to the contribution from Fortis Alberta,
which benefitted from lower future income tax expenses and was
$0.04/share greater than expected.  The majority of Fortis’ other business
segments appear to be performing well, and earnings contributions were 
generally consistent with our estimates.  We believe the following points
from the earnings release are relevant: (1) In November 2008, Fortis
acquired the Fairmont Newfoundland hotel for $22 million.  The property 
has since been re-branded the Sheraton Hotel Newfoundland; (2) The 
dispute between Belize Electricity Limited (BEL, 70.1% Fortis) and the
Belize Public Utilities Commission (PUC) regarding the PUC’s final
decision of BEL’s 2008-2009 rate application remains ongoing as BEL 
continues to challenge the PUC’s final decision through the Supreme
Court of Belize; and (3) The company’s capital budget appears to be
consistent with past guidance.  Fortis anticipates $4.5 billion of capital
expenditures over the next five years, with $1 billion being deployed in
2009. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.58    15  1.00   4.1     63  16.69   1.5     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.2  14.0  13.6

10 Year:  13.5   8.3   9.7
20 Year:   5.3   5.5   7.2

* Current EPS is the 4 Quarter Trailing to Q3/2008.
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FTS - Rating as of 24-Feb-06 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”).  BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the 
independence of analysts.  “BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes 
the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets Corp. are affiliates of BMO NB.    
Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated 
services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial 
Group and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of 
BMO NB as of the date of this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents 
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate 
and complete.  However, BMO NB makes no representation or warranty, express or implied, in respect thereof, takes no 
responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use 
of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in this 
report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of 
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  
This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The 
research analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall 
profitability of BMO NB and its affiliates, which includes the overall profitability of investment banking services.  BMO NB, or 
its affiliates expect to receive or will seek compensation for investment banking services within the next 3 months from all 
issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in 
this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader 
should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may 
have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate 
within the past 12 months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings (Dec. 5, 2008) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 37% 40% 50% 
Hold Market Perform 54% 55% 43% 
Sell Underperform 9% 5% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at 
http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 

"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 8 to 10. 
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Price (5-Feb) $23.64 52-Week High $29.94 
Target Price $29.00  52-Week Low $20.70 
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(FY-Dec.) 2007A 2008A 2009E 2010E 
EPS $1.29  $1.56  $1.54  $1.60 
P/E   15.4x 14.8x 
 
CFPS $2.71  $3.67  $3.77  $4.01 
P/CFPS   6.3x 5.9x 
 
Div.  $0.82 $1.03 $1.04 $1.08 
EV ($mm) $9,795 $10,198 $10,624 $10,930 
EBITDA ($mm) $810 $1,114 $1,188 $1,214 
EV/EBITDA 12.1x 9.2x 8.9x 9.0x 
 
Quarterly EPS Q1 Q2 Q3 Q4 
2007A $0.40  $0.31  $0.20  $0.46 
2008A $0.58  $0.28  $0.26  $0.48 
2009E $0.58  $0.27↓ $0.24  $0.48↑
 
Dividend $1.04 Yield 4.4% 
Book Value $18.02 Price/Book 1.3x 
Shares O/S (mm) 169.2 Mkt. Cap ($mm) $4,000 
Float O/S (mm) 169.2 Float Cap ($mm) $4,000 
Wkly Vol (000s) 2,464 Wkly $ Vol (mm) $64.3 
Net Debt ($mm) $5,851.0 Next Rep. Date 30-Apr (E) 

Q4/08 Results Exceed Expectations; 
Outperform Rating Maintained 
 

Event 
Fortis reported Q4/08 GAAP EPS of $0.48 (basic), higher than our estimate of
$0.43 and the First Call Mean of $0.46. The variance between actual and 
expected results appears to be due largely to the contribution from Fortis
Alberta, which was $0.04 per share greater than expected and benefitted from a 
reduction in future income tax expenses.  The majority of Fortis’ other business
segments appear to be performing well and earnings contributions were
generally consistent with our estimates.  
 
Impact 

Neutral. 
 
Forecasts 
We have updated our model to reflect actual results through the end of 2008.
Our estimates for 2009 and 2010 are unchanged. 
 
Valuation 
Our target price of $29 is based on weighted valuation approach:  16x diluted 
2010E EPS of $1.60 (12.5%); 1.7x 2010E BVPS of $19.14; and a target yield of 
3.75% (75%), assuming 2010E dividends per share of $1.08.  We have reduced 
our P/E multiple to 16 from 17 to reflect lower observed market valuations. 
 
Recommendation 
We are maintaining our Outperform rating, as we continue to believe that Fortis’
shares are attractively valued, considering the company’s relatively low-risk, 
diversified business model.  We believe Fortis’ shares offer an appealing 
dividend yield (4.4% at current price levels) and should act as a store of value
during a difficult economic period.   

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2008E: 
$1.54; 2009E: $1.55; 2010E: $1.59 

 
 

Changes   Quarterly EPS 
             Q2/09E $0.28 to $0.27    
             Q4/09E $0.47 to $0.48  
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Q4/08 Results Exceed Expectations; Valuation Appears 
Compelling 

Fortis reported Q4/08 GAAP EPS of $0.48 (basic), higher than our estimate of $0.43 and the 
First Call Mean of $0.46. The variance between actual and expected results appears to largely 
be due to the contribution from Fortis Alberta, which was $0.04 per share greater than expected 
and benefitted from a reduction in future income tax expenses.  The majority of Fortis’ other 
business segments appear to be performing well and earnings contributions were generally 
consistent with our estimates. 

During 2009, we believe that Fortis will focus on pursuing profitable rate-base growth through 
advancing its capital expenditure program and optimizing the operations of its various business 
segments.  Absent a large acquisition, we do not believe that Forits will require additional 
equity during our forecast period, which runs through 2010.   

EPS growth may temporarily pause in 2009, as water rights at the Rankine Generating Station, 
which contributed approximately $15 million/year of earnings, expire on April 30, 2009. 
Incremental earnings from rate base growth are expected to partially offset the shortfall.  We 
expect EPS growth to resume in 2010 as additional capital expenditures are transferred to rate 
base and the Vaca Hydroelectric facility comes online in Belize. 

The main risk to our earnings outlook centres on the possibility of lower regulated rates of 
return in 2010.  We estimate that our 2010E EPS estimates could fall by approximately $0.04 
per share if interest rates remain at current levels through Q4/09, during the period when 
regulated ROE for 2010 are established.  Although we would not view a reduction in regulated 
ROE favourably, we note that the corresponding EPS decrease is relatively small compared to 
the EPS declines that may be experienced by companies operating in unregulated industries 
with exposure to weak sectors of the economy. 

We are maintaining our Outperform rating, as we continue to believe that Fortis’ shares are 
attractively valued, considering the company’s relatively low-risk, diversified business model.  
We believe that Fortis’ shares offer an appealing dividend yield (4.4% at current price levels) 
and should act as a store of value during a difficult economic period.   

Our target price of $29 is based on weighted valuation approach:  16x diluted 2010E EPS of 
$1.60 (12.5%); 1.7x 2010E BVPS of $19.14; and a target yield of 3.75% (75%), assuming 
2010E dividends per share of $1.08.  We have reduced our P/E multiple to 16 from 17 to reflect 
lower observed market valuations. 

Q4/08 Results 

As set out in Table 1, on a comparable basis, net income increased by 6% in Q4/08 versus 
Q4/07. A discussion of the operating performance of each segment follows.   
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Table 1:   Historical Results by Segment 

Q4/08
GAAP 

Earnings 
($mm) Adj. ($mm)

Q4/08
Adjusted 
Earnings 

($mm)
Q4/07 
GAAP Adj. ($mm)

Q4/07
Adjusted 
Earnings 

($mm)

Variance
Q4/08 Adj 
vs. Q4/07 

Adj
Variance

 %

Regulated Gas Utilities - Canadian
     Terasen Gas Companies 47.0 -                47.0 52.0 (7.0)           45.0 2.0 4.4%
Regulated Electric Utilities - Canadian
     FortisAlberta 11.0 -                11.0 6.0 -                6.0 5.0 83.3%
     FortisBC 7.0 -                7.0 7.0 -                7.0 0.0 0.0%
     Newfoundland Power 8.0 -                8.0 9.0 -                9.0 (1.0) -11.1%
     Other Canadian 3.0 -                3.0 3.0 (1.3)           1.8 1.3 71.4%

29.0 -                29.0 25.0 (1.3)           23.8 5.3 22.1%
Regulated Electric Utilities - Caribbean 8.0 -                8.0 9.0 -                9.0 (1.0) -11.1%
Non-Regulated - Fortis Generation 8.0 -                8.0 7.0 -                7.0 1.0 14.3%
Non-Regulated - Fortis Properties 4.0 -                4.0 8.0 (4.0)           4.0 0.0 0.0%

Corporate and Other (20.0) -                (20.0) (22.0) 5.0            (17.1) (3.0) 17.3%

Net Earnings Applicable to Common Shares 76.0 0.0 76.0 79.0 (7.3) 71.7 (3.0) 6.0%

Source:  BMO Capital Markets, Company Reports

 

Regulated Gas Utilities – Terasen Gas Companies 

The earnings contribution from Terasen Gas Inc. was $47 million in Q4/08, a $2 million 
increase from adjusted Q4/07 earnings of $45 million.  Reported earnings in Q4/07 were $52 
million and included a $7 million gain related to the sale of surplus land.  The increase in 
earnings during Q4/08 was primarily caused by higher gas distribution rates in 2008 compared 
to 2007.   

Regulated Electric Utilities – FortisAlberta 

Net earnings at FortisAlberta were in Q4/08 were $11 million compared to $6 million in Q4/07.  
Included in Q4/07 reported results was a $3 million future income tax expense related to 
deferral account balances associated with charges levied by the Alberta Electric System 
Operator that are either refundable or recoverable in customer rates.  The remaining variance 
between Q4/08 and Q4/07 results appears to be due to incremental income associated with rate 
base growth. 

Regulated Electric Utilities – Fortis BC 

Net earnings at Fortis BC were $7 million in Q4/08, consistent with the $7 million earned 
during Q4/07.  Higher revenues, caused by increased rates, were offset by an increase in energy 
supply costs and increased amortization resulting from the company’s capital expenditure 
program.   

Regulated Electric Utilities – Newfoundland Power 

Net earnings from Newfoundland Power were $8 million in Q4/08, slightly lower than $9 
million in Q4/07.  The quarter-over-quarter variance was primarily due to a regulatory decision 
that modified the way purchased power expenses are allocated between quarters.  Previously, 
monthly purchased power expenses were recognized based on an estimate of actual costs, with 
variances between actual and estimated purchased power expenses accrued to a deferral account 
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that was discontinued, effective January 1, 2008.  Newfoundland Power now recognizes the 
actual cost of purchased power each month.  Although this change in regulatory accounting is 
not expected to impact annual earnings, the change in regulatory accounting decreased earnings 
at Newfoundland Power by $2 million in Q4/08 compared to Q4/07. 

Regulated Electric Utilities – Caribbean 

Net earnings at the Caribbean business segment fell to $8 million in Q4/08 compared to $9 
million in Q4/07.  Incremental earnings include: 

• $1 million resulting from the inclusion of an extra two months of income from Caribbean 
Utilities (57% Fortis Inc.; CUP/U-T, rated Market Perform) caused by a change in 
Caribbean Utilities’ fiscal year-end to December 31 from April 30 and  

• a further $1 million resulting from foreign exchange gains. 

These were partially offset by $2 million in lost revenue at Fortis Turks and Caicos caused by 
Hurricane Ike.  The remainder of the decrease was caused by lower earnings at Belize 
Electricity Limited (BEL, 70.1% Fortis) and Caribbean Utilities. 

Unregulated – Fortis Generation 

Strong hydrology increased earnings at Fortis Generation to $8 million in Q4/08 compared to 
$7 million in Q4/07.   

Unregulated – Fortis Properties 

Net earnings at Fortis properties were $4 million in Q4/08, consistent with adjusted earnings of 
$4 million in Q4/07.  Fortis Properties reported GAAP earnings of $8 million in Q4/07, 
inclusive of a $4 million favourable tax adjustment that we have normalized. 

Revenue per available room (REVPAR) fell slightly during Q4/08 to $72.86 versus $73.84 in 
Q4/07.  For 2008, annual REVPAR was $80.39 versus $79.31 during 2007.  At the end of 2008, 
occupancy was 96.8% consistent with the occupancy level at the end of 2007. 

During November 2008, Fortis Properties acquired the Fairmont Newfoundland hotel, a 301-
room property for $22 million ($73,089/door).  In January 2009, the property was re-branded 
the Sheraton Hotel Newfoundland.  Fortis expects to spend approximately $9 million over the 
next three years upgrading this property. 

Capital Expenditure Update 

Consistent with guidance contained in prior earnings releases, Fortis’ five-year capital budget 
remains at $4.5 billion.  Approximately $3.1 billion of this total is expected to be deployed by 
the company’s electric utilities and capital spending of $1.2 billion is expected at the gas 
utilities.  Non-regulated capital expenditures are expected to total $0.2 billion over the next five 
years.  Capital spending of approximately $1 billion is expected in 2009. 
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A summary of capital expenditures by business segment is set out in Table 2. 

Table 2:  Historical and Forecast Capital Expenditures 

Segment Q1/08 Q2/08 Q3/08 Q4/08 2008 2009E
Terasen Gas Companies $40.0 $56.0 $56.0 $68.0 $220.0 $287.0

FortisAlberta $63.0 $81.0 $78.0 $80.0 $302.0 $292.0
FortisBC $24.0 $26.0 $31.0 $36.0 $117.0 $160.0

Newfoundland Power $13.0 $17.0 $17.0 $20.0 $67.0 $65.0
Other Regulated Utilities - Canadian $7.0 $10.0 $11.0 $18.0 $46.0 $34.0

Regulated Utilities - Caribbean $11.0 $23.0 $31.0 $45.0 $110.0 $118.0
Non-Regulated Businesses $7.0

 

$11.0 $10.0 $14.0 $42.0 $89.0
Total $165.0 $224.0 $234.0 $281.0 $904.0 $1,045.0

Source: BMO Capital Markets, Company Reports  

Other Items 

• The dispute between Belize Electricity Limited (BEL, 70.1% Fortis) and the Belize Public 
Utilities Commission (PUC) regarding the PUC’s final decision of BEL’s 2008–2009 rate 
application remains ongoing.  BEL continues to challenge the PUC’s final decision through 
the Supreme Court of Belize.   

• Weather and labour-related delays have pushed back the in-service date for the Vaca 
facility to early 2010 from late 2009.   

• The Exploits Partnership (51% Fortis Inc.; 49% AbitibiBowater, ABH-T, rated 
Underperform by Stephen Atkinson), which was established to develop additional capacity 
at Abitibi Bowater’s hydroelectric plant at Grand Falls, Newfoundland, and redevelop 
AbitibiBowater’s hydro facility located in Bishop’s Falls, Newfoundland, was included in 
expropriation legislation passed by the Government of Newfoundland and Labrador on 
December 16, 2008.  We do not expect the expropriation of these assets (should it occur) to 
adversely affect Fortis, as the legislation appears to have been directed at AbitibiBowater.  
The Government of Newfoundland and Labrador has indicated that it is not its intention to 
adversely affect the independent partners of AbitibiBowater and lenders to the Exploits 
Partnership.  Nonetheless, a $61 million term loan related to Exploits has been reclassified 
as a current liability on Fortis’ balance sheet.  It remains possible that the Government of 
Newfoundland and Labrador purchases Fortis’ interest in Exploits, should it proceed with 
the expropriation of AbitibiBowaters’ hydro and timber resources. 

• Material upcoming regulatory decisions are set out in Table 3. 



BMO Capital Markets Fortis Inc. 
 

Page 6 • February 6, 2009     

Regulated 
Utility Regulatory Filing

Application 
Submission Decision Date Comment

FortisBC 2009 and 2010 Capital Plan Application Jun-08 Q1 2009
Requesting approval of $193 million of capital 
expenditures in 2009 and $196 million in 2010.

Maritime 
Electric

2009 Basic Rate Application Oct-08 Q1/09
Requesting a maximum allowed ROE of 9.75% for 

2009.

Caribbean 
Utilities

Five-Year Capital Investment Plan Dec-08 Q1 2009

Requesting approval for US$255 million of capital 
expenditures over a five year period.  Approximately 

US$72 million is related to new generation that is 
expected to be solicited from third parties.

Belize 
Electricity

Judicial review and appeal of the Final 
Decision on 2008/2009 Rate Application

Jul-08 TBD Filed with the Supreme Court of Belize. 

Source:  BMO Capital Markets, Company Reports

Table 3:  Material Upcoming Regulatory Decisions 

 

Estimates 

We have updated our model to reflect actual results through the end of 2008.  Our estimates for 
2009 and 2010 are unchanged. 
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Table 4:  Consolidated Summary 

05-Feb-09 Michael McGowan
Current Price: $23.64 BMO Capital Markets

12-Month Target Price: $29.00
ROR: 27.0% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008 2009E 2010E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.57 $1.63

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.56 $1.54 $1.60

Segmented EPS
Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.20 $0.19 $0.19

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.07 $0.07 $0.07 $0.07
CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.03 $0.03

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.16
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.18 $0.19 $0.13 $0.13

Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.19 $0.20 $0.21
FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.51 $0.49 $0.55

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.66 $0.68
Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.40) ($0.45) ($0.34) ($0.40)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.08

Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.1% 64.2% 66.4% 66.2%

Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 157.4 169.2 169.5

Net Book Value $8.72 $8.98 $10.47 $11.76 $12.26 $16.72 $18.02 $18.57 $19.14

Market Valuation
Price:  High $13.28 $15.20 $17.68 $25.40 $29.85 $29.55 $29.75 - -
Price:  Low $10.76 $12.25 $14.38 $17.01 $20.75 $24.80 $21.05 - -

Price:  Current - - - - - - - $23.64 -
P/E Ratio:  High 13.7 14.3 16.8 21.7 22.9 22.9 22.9 - -
P/E Ratio:  Low 11.1 11.5 13.7 14.5 15.9 15.9 15.9 - -

P/E Ratio:  Current - - - - - - - 15.1 1
Price/Book Value:  High 1.5 1.7 1.7 2.2 2.4 2.4 2.4 - -
Price/Book Value:  Low 1.2 1.4 1.4 1.4 1.7 1.7 1.7 - -

Price/Book Value:  Current - - - - - - - 1.3
Yield:  High Price 3.7% 3.4% 3.1% 2.4% 2.2% 2.2% 2.2% - -
Yield:  Low Price 4.5% 4.2% 3.8% 3.6% 3.2% 3.2% 3.2% -

Yield:  Current - - - - - - - 4.4% 4

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 1,042.2 607.2 1,243.1 1,708.1
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,558.0 4,623.0 4,884.0 4,800.9 4,533.7

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 739.0 739.0 739.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 145.0 145.0 145.0

Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 667.0 667.0
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 53.4 60.0 60.0

Shareholders' Equity 584.2

4.5

1.2

-
.6%

624.6 1,000.1 1,213.4 1,276.0 2,601.0 3,046.0 3,145.1 3,248.5
1,731.2 2,250.9 3,533.6 3,995.0 5,363.6 9,556.2 10,141.6 10,800.1 11,101.4

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 7.8% 10.9% 6.0% 11.5% 15.4%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 47.7% 48.4% 48.2% 44.5% 40.8%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 8.9% 7.2% 7.3% 6.8% 6.7%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.4% 1.2% 1.4% 1.3% 1.3%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.2% 4.6% 6.6% 6.2% 6.0%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.6% 0.5%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 23.8% 27.2% 30.0% 29.1% 29.3%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.8 252.5 265.0 276.5

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 667.9 718.7

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9

Current*     1.58    15  1.00   4.1     63  16.69   1.5     9

Average:    14   4.9     64   1.5  10.9

Growth(%):
5 Year:   8.2  14.0  13.6

10 Year:  13.5   8.3   9.7
20 Year:   5.3   5.5   7.2

* Current EPS is the 4 Quarter Trailing to Q3/2008.
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FTS - Rating as of 24-Feb-06 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94

1.4

1.6
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is a 
trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group and 
certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of this 
report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources that we 
believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates that is not reflected in 
this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is for information 
purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who prepared this 
report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the overall profitability 
of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking services within the next 
3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of issuers mentioned in this 
report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in the securities discussed 
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital 
Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report 
in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings (Dec. 5, 2008) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 37% 40% 50% 
Hold Market Perform 54% 55% 43% 
Sell Underperform 9% 5% 7% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

 



 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
Fortis Ontario (100%, Fort Erie, Ontario), Belize Electricity 
(70.1%, Belize), Caribbean Utilities (56%, Grand Cayman 

Island), Turks and Caicos (100%, Turks and Caicos), 
FortisAlberta (100%, Alberta) and FortisBC (100%, British 
Columbia). Website: fortisinc.com 
Recent Results – Fortis reported Q4/08 GAAP EPS of 
$0.48 (basic), higher than our estimate of $0.43 and the First 
Call Mean of $0.46. The variance between actual and 
expected results was largely due to the contribution from 
FortisAlberta, which was $0.04 per share greater than 

           (FY-Dec.) 2007A 2008A 2009E 2010E
 

Price (5-Mar) $22.17 52-Week High $29.94 EPS  $1.29 $1.56 $1.54 $1.60 
Target Price $29.00 52-Week Low $20.70 P/E   14.4x 13.9x 
 

Dividend $1.04 Book Value $18.02 CFPS  $2.71 $4.21 $3.95 $4.24 
Yield 4.7% Price/Book 1.2x P/CFPS   5.6x 5.2x 
 

Shares O/S (mm) 169.2 Mkt. Cap ($mm) $3,751 Div.  $0.82 $1.03 $1.04 $1.08 
Float O/S (mm) 169.2 Float Cap ($mm) $3,751 EV ($mm) $10,015 $10,544 $10,666 $10,872 
Wkly Vol (000s) 2,561 Wkly $ Vol (mm) $66.0 EBITDA ($mm) $810 $1,034 $1,218 $1,288 
Net Debt ($mm) $5,851 Next Rep. Date 30-Apr  (E) EV/EBITDA  12.4x 10.2x 8.8x 8.4x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 7.2% 8.3% 8.4% 8.5% 
2007A $0.40  $0.31  $0.20  $0.46 Book Value ($) $16.72  $18.02  $18.57  $19.14  
2008A $0.58  $0.28  $0.26  $0.48 D/Tot. Cap. (%) 65.6% 62.7% 64.0% 64.1% 
2009E $0.58  $0.27  $0.24  $0.48 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 

expected and benefitted from a reduction in future income 
tax expenses. The majority of Fortis’ other business 
segments appear to be performing well and earnings 
contributions were generally consistent with our estimates. 
Corporate Developments – On December 19, 2008, Fortis 
announced that it had completed the issuance of 11,700,000 
common shares, priced at $25.65/share, for gross proceeds 
of $300.1 million. Approximately $200 million from the 
issuance will be used to repay debt incurred to temporarily 
finance the acquisition of Terasen Gas, which was 
completed in May 2007.  The remaining proceeds will be 
used for general corporate purposes. 
On December 10, 2008, Fortis Inc. announced that its board 
of directors approved a 4% increase in the quarterly 
dividend to $0.26 per share from $0.25 per share. The 
dividend increase is consistent with our expectations and the 
revised dividend will be payable on March 1, 2009, to 

common shareholders of record at the close of business on 
February 6, 2009. 
Forecasts – Our diluted EPS estimates are $1.54 in 2009 
and $1.60 in 2010. 
Valuation – Our target price of $29 is based on a weighted 
valuation approach: 16x diluted 2010E EPS of $1.60 
(12.5%); 1.7x 2010E BVPS of $19.14; and a target yield of 
3.75% (75%), assuming 2010E dividends per share of $1.08.  
Recommendation – We continue to believe that Fortis’ 
shares are attractively valued, considering the company’s 
relatively low-risk, diversified business model. We believe 
Fortis’ shares offer an appealing dividend yield and should 
act as a store of value during a difficult economic period. 
Our rating is Outperform. Member of Top 15 Income and 
Value stock selections. 

 
 
 
 
 
 
 
 
 
 
 

Rating Key: Top Pick – TP; Outperform – OP; Market Perform – Mkt; Underperform – Und.; Speculative – (S); Not Rated – NR  
Disclosure 1: BMO NB has provided advice for a fee with respect to this issuer within the past 24 months. 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 24 months. 
Disclosure 3: The research analysts and/or associates who prepared this report directly or beneficially own securities of this issuer. 
Disclosure 4: An employee of BMO NB is a member (or advisor) of the Board of Directors of this issuer. Please see page C2 for further details. 
Disclosure 5: BMO NB’s Pro-Group beneficially holds a position in this issuer, which in the aggregate exceeds 5% of the outstanding class of securities as at date of publication. 
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The opinions, estimates and projections contained herein are those of BMO Nesbitt Burns Inc. (“BMO NBI”) as of the date hereof and are subject to change without notice. BMO NBI makes every effort to ensure that 
the contents herein have been compiled or derived from sources believed reliable and contain information and opinions, which are accurate and complete.  However, BMO NBI makes no representation or warranty, 
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report
or its contents. Information may be available to BMO NBI, which is not reflected herein. This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities. BMO NBI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent. BMO NBI may act as financial advisor and/or underwriter for certain
of the corporations mentioned herein and may receive remuneration for same. BMO NBI is a wholly owned subsidiary of BMO Nesbitt Burns Corporation Limited, which is a majority-owned subsidiary of Bank of 
Montreal. To U.S. Residents: BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO Nesbitt Burns Inc., accept responsibility for the contents herein, subject to the terms as set out 
above.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Nesbitt Burns Corp. and/or BMO Nesbitt Burns Securities Ltd. To U.K. Residents: The contents 
hereof are intended solely for the use of, and may only be issued or passed on to, persons described in Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions) order 1995, as
amended.  ®   “BMO” and “the M-bar roundel symbol” are trade-marks of Bank of Montreal, used under license. “Nesbitt Burns” is a registered trade-mark of BMO Nesbitt Burns Corporation Limited, used under 
license. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  16.69   1.5     9

Current*     1.60    15  1.04   4.3     65  18.02   1.3     9

Average:    14   4.9     64   1.5  10.8

Growth(%):
5 Year:   8.5  14.0  15.4

10 Year:  13.6   8.7  10.5
20 Year:   5.4   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q4/2008.
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FTS - Rating as of 31-Mar-06 = Mkt

Date Rating Change Share Price

1 10-May-06 Mkt  to OP $20.75

2 4-Jul-06 OP  to Mkt $22.60

3 8-Aug-06 Mkt  to OP $23.24

4 24-Nov-06 OP  to Mkt $28.20

5 3-Jan-07 Mkt  to NR $29.51

6 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO NB”).  
BMO NB is not subject to U.S. rules with regard to the preparation of research reports and the independence of analysts.  “BMO Capital Markets” is 
a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in 
Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S.   BMO Capital Markets Ltd.  and BMO Capital Markets 
Corp. are affiliates of BMO NB.    Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other 
remunerated services to, many issuers covered by BMO NB research.  A significant lending relationship may exist between BMO Financial Group 
and certain of the issuers mentioned herein. The opinions, estimates and projections contained in this report are those of BMO NB as of the date of 
this report and are subject to change without notice.  BMO NB endeavours to ensure that the contents have been compiled or derived from sources 
that we believe are reliable and contain information and opinions that are accurate and complete.  However, BMO NB makes no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents.  Information may be available to BMO NB or its affiliates 
that is not reflected in this report.  The information in this report is not intended to be used as the primary basis of investment decisions, and because 
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor.  This material is 
for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security.  The research analyst and/or associates who 
prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB and its affiliates, which includes the 
overall profitability of investment banking services.  BMO NB, or its affiliates expect to receive or will seek compensation for investment banking 
services within the next 3 months from all issuers covered by BMO NB.  BMO NB or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis.  BMO NB or its affiliates, officers, directors or employees may have a long or short position in 
the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should 
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings (Mar. 5, 2009) 
Rating BMO BMO BMO  Starmine 
Category Rating Universe I.B. Clients * Universe ** 
Buy Outperform 29% 44%  47% 
Hold Market Perform 59% 51%  45% 
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Sell Underperform 12% 5%  8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at http://equityresearch.bmogc.net/conflict_statement.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
“relevant persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Q1/09 Results Slightly Below Expectations 
   

Impact  Slightly Negative 
   

Details & Analysis  Fortis Inc. reported Q1/09 EPS of $0.54 (basic), slightly lower than our
estimate of $0.58 and the First Call Mean of $0.57 (range of $0.59-0.55). 
The difference between expected and actual results appears to be due to
lower-than-expected income from Fortis Properties ($0.01/share); Terasen
Inc. ($0.01/share); Fortis Generation ($0.01/share); and corporate costs 
that were ($0.01/share) above our estimates.  We believe the following
points from the earnings release are relevant: (1) Q1/09 net income of $92
million exceeded Q1/08 net income of $91 million, but the issuance of
11.7 million common shares on December 19, 2008, appears to have 
resulted in some short-term dilution; (2) Although occupancy at Fortis 
properties remained relatively strong at 96% vs. 96.6% in Q1/08,
transition costs associated with the acquisition of the Sheraton Hotel
Newfoundland reduced earnings from the segment; and (3) a number of
Fortis' regulated utilities (Terasen Gas, Terasen Gas Vancouver Island,
Fortis Alberta, and Newfoundland Power) are expected to file rate
applications in H1/09. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.60    14  1.04   4.7     65  18.02   1.2     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   9.0  14.0  15.4

10 Year:  12.7   8.7  10.5
20 Year:   4.8   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q4/2008.
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FTS - Rating as of 19-May-06 = OP

Date Rating Change Share Price

1 4-Jul-06 OP  to Mkt $22.60

2 8-Aug-06 Mkt  to OP $23.24

3 24-Nov-06 OP  to Mkt $28.20

4 3-Jan-07 Mkt  to NR $29.51

5 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not 
subject to U.S. rules with regard to the preparation of research reports and the independence of analysts. “BMO Capital Markets” 
is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its 
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO 
Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries (“BMO 
Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB 
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
The opinions, estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this 
report and are subject to change without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been 
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and 
complete. However, BMO NB and BMO CM Ltd. make no representation or warranty, express or implied, in respect thereof, 
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from 
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its affiliates 
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an 
offer to buy any security. The research analyst and/or associates who prepared this report are compensated based upon (among 
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of 
investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will seek compensation for 
investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO 
CM Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, 
related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, 
BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and 
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate 
within the past 12 months:  Investment Banking Services & Non-Securities Related Services. 
 

Brief Research Note • Page 3 



 
Distribution of Ratings (Mar. 5, 2009) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 29% 44% 47% 
Hold Market Perform 59% 51% 45% 
Sell Underperform 12% 5% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 8 to 10. 
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(FTS-TSX) 
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Research Comment 
Toronto, Ontario 
 

Michael McGowan, CA, CFA 
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Price (30-Apr) $22.15 52-Week High $28.34 
Target Price $27.00↓ 52-Week Low $20.70 
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(FY-Dec.) 2007A 2008A 2009E 2010E 
EPS $1.29  $1.56  $1.47↓ $1.60 
P/E   15.1x 13.8x 
 
CFPS $2.71  $4.21  $3.95  $4.24 
P/CFPS   5.6x 5.2x 
 
Div.  $0.82 $1.03 $1.04 $1.08 
EV ($mm) $10,012 $10,534 $10,704 $10,909 
EBITDA ($mm) $810 $1,034 $1,219 $1,288 
E
 

V/EBITDA 12.4x 10.2x 8.8x 8.5x 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A $0.40  $0.31  $0.20  $0.46 
2008A $0.58  $0.28  $0.26  $0.48 
2009E $0.53a $0.26↓ $0.22↓ $0.48 
 
Dividend $1.04 Yield 4.7% 
Book Value $18.02 Price/Book 1.2x 
Shares O/S (mm) 169.2 Mkt. Cap ($mm) $3,748 
Float O/S (mm) 169.2 Float Cap ($mm) $3,748 
Wkly Vol (000s) 2,700 Wkly $ Vol (mm) $67.2 
Net Debt ($mm) $5,851.0 Next Rep. Date 05-Aug (E) 

Q1/09 Earnings Below Expectations; 
Maintaining Outperform Rating 
 

Event 
Fortis Inc. reported Q1/09 EPS of $0.54 (basic).  After adjusting for $2 million
of non-recurring income from Fortis Turks and Caicos, comparable EPS of
$0.53 were lower than our estimate of $0.58 and the First Call Mean of $0.57
(range of $0.59-0.55).  The difference between expected and actual results
appears to be due to lower-than-expected income from the Caribbean utility 
companies ($0.01/share); Fortis Properties ($0.01/share); Terasen Inc.
($0.01/share); Fortis Generation ($0.01/share); and corporate costs that were
($0.01/share) above our estimates. 
 
Impact 

Slightly Negative. 
 
Forecasts 
We have adjusted our forecasts to reflect Q1/09 results and increased our
operating cost assumptions to be consistent with those reported this quarter.
Our 2009E diluted EPS estimate declines to $1.47 from $1.54.  Our 2010E EPS
estimates are unchanged. 
 
Valuation 
Our revised target price of $27 is based on a weighted valuation approach: 14x
diluted 2010E EPS of $1.60 (12.5%); 1.5x 2010E BVPS of $19.05 (12.5%); and
a target yield of 4.00%, assuming 2010E dividends per share of $1.08. 
 
Recommendation 
We believe that Fortis’ shares are attractively valued, considering the
company’s relatively low-risk, diversified business model.  We believe Fortis’
shares offer an appealing dividend yield (4.7% at current price levels) and
should act as a store of value during a difficult economic period. 

Notes: EPS estimates are diluted; Quarterly numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2009E: 
$1.53; 2010E: $1.62 

 
 Changes Annual EPS  Quarterly EPS Target

 2009E $1.54 to $1.47         Q2/09E $0.27 to $0.26 $29.00 to $27.00 
             Q3/09E $0.24 to $0.22  
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2009 Likely a Transition Year; Expect Growth to Resume in 
2010 

Fortis Inc. reported Q1/09 EPS of $0.54 (basic).  After adjusting for $2 million of non-recurring 
income from Fortis Turks and Caicos, comparable EPS of $0.53 were lower than our estimate 
of $0.58 and the First Call Mean of $0.57 (range of $0.59–0.55).  The difference between 
expected and actual results appears to be due to lower-than-expected income from the Carribean 
utility companies ($0.01/share); Fortis Properties ($0.01/share); Terasen Inc. ($0.01/share); 
Fortis Generation ($0.01/share); and corporate costs that were ($0.01/share) above our 
estimates. 

Comparable net income of $90 million was generally consistent with Q1/08 net income of $91 
million, suggesting that the issuance of 11.7 million common shares on December 19, 2008, 
may result in some near-term dilution (Q1/09 recurring EPS were $0.53 (basic) versus recurring 
EPS of $0.58 (basic) in Q1/08).  We expect some weakness in earnings during 2009, as the 
expiry of water rights associated with the Rankine Generating Station will occur on April 30, 
2009 (Rankine contributed approximately $15 million/year of earnings), and note that the weak 
economy could affect occupancy and margins at Fortis Properties.  We expect EPS growth to 
resume in 2010 as additional capital expenditures are transferred to rate base and the Vaca 
Hydroelectric facility comes online in Belize. 

2009 will be an important year for regulatory applications.  Rate applications are expected to be 
filed by Terasen Gas, Terasen Gas Vancouver Island, FortisAlberta and Newfoundland Power.  
We expect cost of capital reviews in British Columbia and possibly in Newfoundland in 
conjunction with these applications.  Provincial regulators in Alberta and Ontario are expected 
to conduct generic cost of capital proceedings.   

Many believe that the National Energy Board set a precedent when it issued its decision on the 
TransQuebec and Maritime Pipeline (TQM) cost of capital application (relating to the years 
2007 and 2008) on March 19, 2009.  Therein, the NEB departed from the Multi-Pipeline Cost 
of Capital decision (RH-2-94) by: (1) shifting to an ATWAAC approach that does not 
specifically outline a capital structure; and, (2) granting TQM a total return on capital of 6.4%, 
a level that is 90 basis points higher than would otherwise be calculated using the formula set 
out in Decision RH-2-94.  Although we do not know whether provincial regulators will grant 
utilities higher deemed ROE, and do not incorporate a change in the methodology used to set 
regulated ROE in our outlook for Fortis, we believe that the prospect of higher regulated rates 
of return is positive for Fortis. 

We are maintaining our Outperform rating, as we continue to believe that Fortis’ shares are 
attractively valued, considering the company’s low-risk, diversified business model.  We 
believe that Fortis’ shares offer an appealing dividend yield (4.7% at current price levels) and 
should act as a store of value during a difficult economic period. 

We are revising our target price to $27 from $29.  Our revised target price of $27 is based on a 
weighted valuation approach: 14x diluted 2010E EPS of $1.60 (12.5%); 1.5x 2010E BVPS of 
$19.05 (12.5%); and a target yield of 4.00%, assuming 2010E dividends per share of $1.08.   
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We have modified our valuation multiples to reflect higher market risk premiums.  Our 
previous target price assumed the following valuation multiples: P/E of 16x, BVPS of 1.7x and 
a target dividend yield of 3.75%. 

Q1/09 Results  

As set out in Table 1, comparable income of $90 million reported during Q1/09 was slightly 
below income of $91 million reported during Q1/08. 

Table 1:  Historical Q1 Income by Business Segment 
Q1/09 
GAAP 

Earnings 
($mm) Adj. ($mm)

Q1/09
Adjusted 
Earnings 

($mm)
Q1/08 
GAAP

Adj. 
($mm)

Q1/08
Adjusted 
Earnings 

($mm)

Variance
Q1/09 Adj. vs. 

Q1/08 Adj.
Variance

 %

Regulated Gas Utilities - Canadian
     Terasen Gas Companies 58.0 -              58.0 58.0 -               58.0 0.0 0.0%
Regulated Electric Utilities - Canadian
     FortisAlberta 12.0 -              12.0 11.0 -               11.0 1.0 9.1%
     FortisBC 14.0 -              14.0 12.0 -               12.0 2.0 16.7%
     Newfoundland Power 6.0 -              6.0 6.0 -               6.0 0.0 0.0%
     Other Canadian 5.0 -              5.0 4.0 -               4.0 1.0 25.0%

37.0 -              37.0 33.0 -               33.0 4.0 12.1%
Regulated Electric Utilities - Caribbean 6.0 (2.0)           4.0 7.0 -               7.0 (3.0) -42.9%
Non-Regulated - Fortis Generation 6.0 -              6.0 6.0 -               6.0 0.0 0.0%
Non-Regulated - Fortis Properties 2.0 -              2.0 3.0 -               3.0 (1.0) -33.3%

Corporate and Other (17.0) -              (17.0) (16.0) -               (16.0) (1.0) 6.3%

Net Earnings Applicable to Common Shares 92.0 (2.0) 90.0 91.0 0.0 91.0 (1.0) -1.1%

Source:  BMO Capital Markets, Company Reports

  

Regulated Gas Utilities – Terasen Gas Companies 

Q1/09 net income of $58 million from Terasen Gas was consistent with Q1/08 net income of 
$58 million, but slightly lower than our estimate of $60 million.  Although Terasen Gas 
reported an increase in revenue, rising labour and benefit costs increased operating expenses.  A 
lower regulated return on equity (8.47% during Q1/09 vs. 8.62% in Q1/08 at Terasen Gas Inc. 
and 9.17% during Q1/09 vs. 9.32% in Q1/08 at Terasen Gas Vancouver Island) also affected 
net income. 

Regulated Electric Utilities – FortisAlberta 

Q1/09 net income of $12 million was consistent with our estimate of $12.2 million and $1 
million higher than Q1/08 net income of $11 million. 

Regulated Electric Utilities – FortisBC 

Q1/09 net income of $14 million exceeded our estimate of $12.9 million and Q1/08 net income 
of $12 million.  The variance between Q1/09 and Q1/08 results was largely due to a 
combination of increased revenue from higher customer rates and customer growth. 
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Regulated Electric Utilities – Newfoundland Power  

Q1/09 net income of $6 million was consistent with our estimate of $6.3 million and Q1/08 net 
income of $6 million. 

Regulated Electric Utilities – Caribbean 

The Caribbean Utility companies reported net income of $6 million.  After adjusting for non-
recurring items of (1) $1 million at Fortis Turks and Caicos related to a favourable court of 
appeal ruling regarding rates charged to certain industrial customers and (2) $1 million related 
to a change in the method of accruing unbilled fuel factor revenue at Fortis Turks and Caicos, 
comparable net income of $4 million was lower than Q1/08 net income of $7 million and our $6 
million estimate.  The difference between actual and expected results appears to be due to a 
combination of a reduction in sales volume (Q1/09 sales were 247 GWh vs. 258 GWh in 
Q1/08) and higher-than-expected operating and amortization expenses. 

Unregulated – Fortis Generation 

Fortis Generation reported Q1/09 net income of $6 million, consistent with Q1/08 net income of 
$6 million but lower than our estimate of $7 million.  The difference between actual and 
expected results was due to a combination of decreased energy sales of 257 GWh, which was 
lower than our forecast production of 270 GWh.  

Unregulated – Fortis Properties 

Fortis Properties reported net income of $2 million, which was below our estimate of $3.4 
million and Q1/08 net income of $3 million.  Although Q1/09 occupancy of 96% was relatively 
consistent with 96.6% in Q1/08, revenue per available room fell to $64.40 in Q1/09 versus 
$67.82 in Q1/08.   Earnings were also affected by incremental transitional operating costs 
associated with the acquisition of the Fairmont Newfoundland, which has been rebranded as the 
Sheraton Hotel Newfoundland. 

During April, Fortis acquired the Holiday Inn Select in Windsor, Ontario, for $7 million 
($32,710/door).  Although the economy in Windsor is contracting due to exposure to the 
automobile industry, Fortis believes that on a per-unit basis, the price of this property was very 
compelling. 

Capital Expenditure Update 

Consistent with guidance contained in prior earnings releases, Fortis’ five-year capital budget 
remains at $4.5 billion.  Approximately $3.1 billion of this total is expected to be deployed by 
the company’s electric utilities, and $1.2 billion by the gas utilities.  The company continues to 
forecast capital expenditures of $1 billion in 2009. 

FortisAlberta recently revised the capital cost of its Automated Meter Infrastructure initiative to 
$161 million from $124 million, as disclosed in the Q4/08 earnings release.  The increase arises 
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from direction from the Alberta Department of Energy, which mandated the installation of 
“smart meters” with more advanced capabilities than those the company was originally 
planning to install.  We understand that the total cost of $161 million should be eligible for rate 
base inclusion and recoverable in customer rates over time. 

Regulatory Update 

We expect 2009 to be a busy year from a regulatory perspective.  FortisAlberta, Terasen Gas 
Inc., Terasen Gas Vancouver Island, and Newfoundland Power are all expected to file rate 
applications by this summer. 

We understand that as part of its application, Terasen Gas will request a review of its regulated 
ROE, the automatic adjustment mechanisms used to set ROE and the deemed equity component 
of its capital structure.  Newfoundland Power may also request a cost of capital review in its 
rate application. 

On May 19, the Alberta Utilities Commission will commence a generic cost of capital hearing.  
The outcome of this hearing will affect the regulated rate of return at FortisAlberta. 

A summary of recent regulatory decisions is set out in Table 2. 

Table 2:  Recent Regulatory Decisions 

Regulated Utility Type of Decision Outcome
Date 

Approved Comment

Maritime Electric 2009 Rate Application

Approval of maximum allowed ROE of 
9.75% for 2009; Residential rate increase of 

5.3%, based on average consumption of 
650 kWh per month.

Mar-09
25 bps decrease in allowed ROE from prior allowed 

return on equity of 10%.

FortisBC
2009 and 2010 Capital 

Expenditure Plan

Gross capital expenditures approved of 
$165 million in 2009 and $156 million in 

2010
Feb-09

An additional $16 million of capital expenditures is 
subject to further regulatory processes. 

FortisBC
2009 Revenue 
Requirements

4.6% increase in rates, effective January 1, 
2009

Dec-08
Rates reflect ROE of 8.87%.  Performance-based rate 
setting mechanism has been extended to 2011 from 

2009.

FortisAlberta 2009 Rate Application
Distribution rate increase of 8.6%, effective 

January 1, 2009
Dec-08

2007 ROE of 8.51% will be used for 2009, pending 
the outcome of the AUC's 2009 Generic Cost of 

Capital Proceeding.

Newfoundland Power 2009 Capital Budget Approval of approximately $62 million Nov-08
Half of the proposed capital expenditures relate to 

replacing aged and deteriorated components of the 
electricity system.

Source:  BMO Capital Markets, Company Reports

 

A summary of pending material regulatory decisions is set out in Table 3. 

Table 3:  Pending Material Regulatory Decisions 

Regulated 
Utility Regulatory Filing

Application 
Submission Decision Date Comment

Caribbean 
Utilities

Five-Year Capital Investment Plan Dec-08 Q2 2009

Requesting approval for US$246 million of capital 
expenditures over a five year period.  Approximately 

US$72 million is related to new generation that is 
expected to be solicited from third parties.  In March 

2009, the ERA approved 2009 capital expenditures of 
US$48 million.  Capital investment relating to 2010-

2013 is still under review by the ERA.

Belize 
Electricity

Judicial review and appeal of the Final 
Decision on 2008/2009 Rate Application

Jul-08 TBD

Filed with the Supreme Court of Belize.  Judicial 
process is ongoing with interim rulings, judgements, 

and appeals.  Timing of the outcome of the 
proceedings is uncertain.

Source:  BMO Capital Markets, Company Reports
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Other Items 

• The dispute between Belize Electricity Limited (BEL, 70.1% Fortis) and the Belize Public 
Utilities Commission regarding the PUC’s final decision on BEL’s 2008–2009 rate 
application is ongoing.  BEL continues to challenge the PUC’s final decision through the 
Supreme Court of Belize.  We understand that a hearing regarding this matter is expected to 
occur in July 2009.  We also understand that Fortis continues to collect rates consistent 
with the PUC’s final decision. 

• Following the Government of Newfoundland and Labrador’s decision to expropriate the 
Newfoundland-based assets owned by AbitibiBowater, Fortis has de-consolidated its 
interest in the Exploits Partnership (51% Fortis Inc.; 49% AbitibiBowater) and now 
accounts for its interest in Exploits by using the equity method.  Nalcor (100% Government 
of Newfoundland and Labrador) is now operating the facilities owned by Exploits (Grand 
Falls and Bishop’s Falls); however, Fortis has not received payments for energy produced 
by the facility since February 13, 2009, the date at which the expropriation occurred.  Fortis 
continues to accrue equity earnings that are equivalent to the amount which would have 
been earned prior to expropriation since the Government of Newfoundland and Labrador 
has publicly stated that it is not its intention to adversely affect the business interests of 
lenders or independent business partners of AbitibiBowater. 

Estimates 

We have adjusted our forecasts to reflect Q1/09 results and increased our operating cost 
assumptions to be consistent with those reported this quarter.  Our 2009E diluted EPS estimate 
declines to $1.47 from $1.54.  Our 2010E EPS estimates are unchanged. 
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Table 4:  Consolidated Summary 
30-Apr-09 Michael McGow an
Current Price: $22.15 BMO Capital Markets
12-Month Target Price: $27.00
ROR: 26.5% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008 2009E 2010E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.50 $1.63

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.56 $1.47 $1.60

Segmented EPS
Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.20 $0.19 $0.19

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $0.07 $0.08 $0.07
CNP/Cornw all Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.03 $0.04

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.16
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.19 $0.13 $0.13

Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.19 $0.18 $0.21

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.51 $0.50 $0.55

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.67 $0.69

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.45) ($0.41) ($0.41)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.08

Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.2% 64.2% 69.6% 66.2%

Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 157.4 169.4 169.7

Net Book Value $8.72 $8.98 $10.47 $11.76 $12.26 $16.72 $18.00 $18.48 $19.05

Market Valuation
Price:  High $13.28 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 - -
Price:  Low $10.76 $11.63 $14.23 $17.00 $20.36 $24.50 $20.70 - -

Price:  Current - - - - - - - $22.15
P/E Ratio:  High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 - -
P/E Ratio:  Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 - -

P/E Ratio:  Current - - - - - - - 14.8 13
Price/Book Value:  High 1.5 1.7 1.7 2.2 2.4 1.8 1.7 - -
Price/Book Value:  Low 1.2 1.3 1.4 1.4 1.7 1.5 1.1 - -

Price/Book Value:  Current - - - - - - - 1.2 1
Yield:  High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% - -
Yield:  Low  Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% - -

Yield:  Current - - - - - - - 4.7% 4.

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 1,042.2 607.2 1,017.0 1,468.2
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,558.0 4,623.0 4,884.0 5,039.1 4,785.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 739.0 739.0 739.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 145.0 145.0 145.0

Preferred Shares 0.0 125.0 321.5 319.5 439.0 439.0 667.0 667.0 667.0
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 44.0 48.0 48.0

Shareholders' Equity 584.2

-

.6

.2

9%

624.6 1,000.1 1,213.4 1,276.0 2,601.0 3,046.0 3,133.1 3,236.5
1,731.2 2,250.9 3,533.6 3,995.0 5,360.6 9,553.2 10,132.2 10,788.2 11,088.9

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 7.8% 10.9% 6.0% 9.4% 13.2%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 47.7% 48.4% 48.2% 46.7% 43.2%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 8.9% 7.2% 7.3% 6.9% 6.7%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.4% 1.2% 1.4% 1.3% 1.3%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.2% 4.6% 6.6% 6.2% 6.0%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.4% 0.4% 0.4%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 23.8% 27.2% 30.1% 29.0% 29.2%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Prof it to Common 63.3 73.6 89.0 119.2 143.2 187.4 252.5 253.2 276.7

Cash Flow  from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 637.2 700.1

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.60    14  1.04   4.7     65  18.02   1.2     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   9.0  14.0  15.4

10 Year:  12.7   8.7  10.5
20 Year:   4.8   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q4/2008.
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FTS - Rating as of 19-May-06 = OP

Date Rating Change Share Price

1 4-Jul-06 OP  to Mkt $22.60

2 8-Aug-06 Mkt  to OP $23.24

3 24-Nov-06 OP  to Mkt $28.20

4 3-Jan-07 Mkt  to NR $29.51

5 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO 
NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the 
preparation of research reports and the independence of analysts. “BMO Capital Markets” is a trade name used by the BMO Investment Banking 
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its 
subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB 
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions, 
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change 
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are 
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or 
its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and 
because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This 
material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research analyst and/or 
associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM Ltd. and its 
affiliates, which includes the overall profitability of investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will 
seek compensation for investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM Ltd. or its 
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or 
other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities 
of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings (Mar. 5, 2009) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 29% 44% 47% 
Hold Market Perform 59% 51% 45% 
Sell Underperform 12% 5% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Stock Price: $25.21 
Target Price: $27.00 
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June 23, 2009 
Brief Research Note 
Gas & Electric Utilities 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
   
 

 

Acquisition of Great Lakes Power Distribution 
   

Impact  Slightly Positive 
   

Details & Analysis  Fortis has announced that it has entered into an agreement to acquire Great
Lakes Power Distribution Inc. from Brookfield Renewable Power Inc. for 
approximately $68 million.  We understand that the acquisition was priced
at approximately 1.07x rate base or 98% of book value, and we estimate
that the transaction could add $0.01–0.02/share in earnings accretion.  The 
acquisition is expected to close by the end of 2009 and is subject to
regulatory approval (Competition Act and Ontario Energy Board).  

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.55    15  1.04   4.3     67  18.02   1.3     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   8.3  14.0  15.4

10 Year:  12.3   8.7  10.5
20 Year:   4.6   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q1/2009.
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FTS - Rating as of 12-Jul-06 = Mkt

Date Rating Change Share Price

1 8-Aug-06 Mkt  to OP $23.24

2 24-Nov-06 OP  to Mkt $28.20

3 3-Jan-07 Mkt  to NR $29.51

4 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not 
subject to U.S. rules with regard to the preparation of research reports and the independence of analysts. “BMO Capital Markets” 
is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its 
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO 
Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries (“BMO 
Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB 
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
The opinions, estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this 
report and are subject to change without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been 
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and 
complete. However, BMO NB and BMO CM Ltd. make no representation or warranty, express or implied, in respect thereof, 
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from 
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its affiliates 
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an 
offer to buy any security. The research analyst and/or associates who prepared this report are compensated based upon (among 
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of 
investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will seek compensation for 
investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO 
CM Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, 
related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, 
BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and 
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate 
within the past 12 months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings (June 11, 2009) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 31% 46% 46% 
Hold Market Perform 57% 47% 46% 
Sell Underperform 12% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst 
under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 5. 
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
Fortis Ontario (100%, Ontario), Belize Electricity (70.1%, 
Belize), Caribbean Utilities (56%, Grand Cayman Island), 

Turks and Caicos (100%, Turks and Caicos), FortisAlberta 
(100%, Alberta) and FortisBC (100%, British Columbia). 
Website: fortisinc.com 
Recent Results – Fortis Inc. reported Q1/09 EPS of $0.54 
(basic). After adjusting for $2 million of non-recurring 
income from Fortis Turks and Caicos, comparable EPS of 
$0.53 were lower than our estimate of $0.58 and the First 
Call Mean of $0.57. The difference between expected and 

           (FY-Dec.) 2007A 2008A 2009E 2010E
 

Price (11-Jun) $25.05 52-Week High $28.00 EPS  $1.29 $1.56 $1.47 $1.60 
Target Price $27.00 52-Week Low $20.70 P/E   17.0x 15.7x 
 

Dividend $1.04 Book Value $18.02 CFPS  $2.71 $4.21 $3.76 $4.13 
Yield 4.2% Price/Book 1.4x P/CFPS   6.7x 6.1x 
 

Shares O/S (mm) 169.2 Mkt. Cap ($mm) $4,238 Div.  $0.82 $1.03 $1.04 $1.08 
Float O/S (mm) 169.2 Float Cap ($mm) $4,238 EV ($mm) $10,012 $10,534 $11,158 $11,364 
Wkly Vol (000s) 2,707 Wkly $ Vol (mm) $66.1 EBITDA ($mm) $810 $1,034 $1,161 $1,289 
Net Debt ($mm) $5,851 Next Rep. Date 5-Aug  (E) EV/EBITDA  12.4x 10.2x 9.6x 8.8x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 7.2% 8.3% 8.1% 8.5% 
2007A $0.40  $0.31  $0.20  $0.46 Book Value ($) $16.72  $18.00  $18.48  $19.05  
2008A $0.58  $0.28  $0.26  $0.48 D/Tot. Cap. (%) 65.6% 67.6% 68.8% 68.7% 
2009E $0.53 a $0.26  $0.22  $0.48 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
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actual results appears to be due to lower-than-expected 
income from the Caribbean utility companies ($0.01/share); 
Fortis Properties ($0.01/share); Terasen Inc. ($0.01/share); 
Fortis Generation ($0.01/share); and corporate costs that 
were ($0.01/share) above our estimates. 
Corporate Developments – 2009 will be an important year 
for regulatory applications. Rate applications are expected to 
be filed by Terasen Gas, Terasen Gas Vancouver Island, 
FortisAlberta and Newfoundland Power. We expect cost of 
capital reviews in British Columbia and possibly in 
Newfoundland in conjunction with these applications. In 
addition, provincial regulators in Alberta and Ontario are 
expected to conduct generic cost of capital proceedings. 
On December 19, 2008, Fortis announced that it had 
completed the issuance of 11,700,000 common shares, 
priced at $25.65/share, for gross proceeds of $300.1 million.  
Approximately $200 million from the issuance will be used 

to repay debt incurred to temporarily finance the acquisition 
of Terasen Gas, which was completed in May 2007.  The 
remaining proceeds will be used for general corporate 
purposes. 
Forecasts – Our diluted EPS estimates are $1.47 in 2009 
and $1.60 in 2010. 
Valuation – Our target price of $27 is based on a weighted 
valuation approach: 14x diluted 2010E EPS of $1.60 
(12.5%); 1.5x 2010E BVPS of $19.05 (12.5%); and a target 
yield of 4.00%, assuming 2010E dividends per share of 
$1.08. 
Recommendation – We believe that Fortis’ shares are 
attractively valued, considering the company’s relatively 
low-risk, diversified business model. Our rating is 
Outperform. Member of Top 15 Income and Value stock 
selections. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.55    15  1.04   4.3     67  18.02   1.3     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   8.3  14.0  15.4

10 Year:  12.3   8.7  10.5
20 Year:   4.6   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q1/2009.
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FTS - Rating as of 10-Jul-06 = Mkt

Date Rating Change Share Price

1 8-Aug-06 Mkt  to OP $23.24

2 24-Nov-06 OP  to Mkt $28.20

3 3-Jan-07 Mkt  to NR $29.51

4 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO 
NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the 
preparation of research reports and the independence of analysts. “BMO Capital Markets” is a trade name used by the BMO Investment Banking 
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or 
its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO 
NB research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions, 
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change 
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are 
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd 
or its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any 
investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research 
analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM 
Ltd. and its affiliates, which includes the overall profitability of investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to 
receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO 
CM Ltd. or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM 
Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in 
options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital 
Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or 
not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings (June 11, 2009) 
Rating BMO BMO BMO  Starmine 
Category Rating Universe I.B. Clients * Universe ** 
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Buy Outperform 31% 46%  46% 
Hold Market Perform 57% 47%  46% 
Sell Underperform 12% 7%  8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
“relevant persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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July 22, 2009
Brief Research Note
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Michael McGowan, CA, CFA
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA

Stake in Caribbean Utilities Co. Increased to 59.5% from 57%

Impact Neutral

Details &Analysis Fortis announced that it has acquired an additional 768,200 Class A

Ordinary Shares of Caribbean Utilities Co. Ltd. at a price of $8.78/share,

pursuant to a private agreement dated July 22, 2009. As a result of this
acquisition, Fortis has increased its interest in Caribbean Utilities to

approxnnately 59.5% from approxnnately 57%. Given the small size of

Caribbean Utilities relative to Fortis' consolidated business, we do not
expect that this transaction will have a material impact on Fortis' financial
results.

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered
as a research analyst under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 6.

Brief Research Note •Page 1



30

25

20

15

10

5

200

150

100

50
1980 1985 1990 1995 2000 2005

F ~ Revenue /Share

- Price /Revenue ~

Fortis Inc. (FTS)

Quarterly Price

FTS Relative to S&P/TSX Comp.
• • • • FTS Relative to Electric Utilities

30 35

25
30

20

15 
25

10 Zp

5

15

200 180

160

150 
140

120
100

100

50 gp

30 4
1.6

20 Z
1.5

10 0 1.4

~ 0EPS (4 Qtr Trailing)
Price /Earnings ~2

40

~ ~ 20

0 1.5
1985 1990 1995 2000 2005

FYE EPS P/E DPS Yield Payout BV P/B. ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.1fi 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 12 12
1992 0.64 10 0.38 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6:05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 1 S 0.44 42 74 6.40 1.6 9
1998 0.45 2T 0.45 4.7 >100 6.63 1.4 7
1999 D.56 14 0:45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 1 fi 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8

Current` 1.55 16 1.04 4.1 67 18.02 1:4 9

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year: 82 14.0 15.4
10 Year: 11.8 8.7 1 D.5
20 Year: 4.7 5.7 7.6

"Current EPS is the 4 QuarterTrailing to Q1/2009.
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1 24-Nov-06 OP to Mkt $26.20

2 3-Jan-07 Mkt to HR $29.51

3 19-Feb-07 NR to OP $27.94

Last Daily Data Point: July 21, 2009



14

12

10

8

6

4

250

200

150

100

1

Caribbean Utilities Co. Ltd. (CUP.U)

QuaAerly Price 
Target Price
Share Price

CUP.0 Relative to S&P/TSX Comp.
• • • • CUP.0 Relative to Electric Utilities

14
14

12 12

10 ~~

8
8

6

6
4

4

140

250 120

200 10D

80
150

60
100

40

E- 0 Revenue /Share
2 Price /Revenue ~ 2

1 1

0 0

F 0 EPS (4 Qtr Trailing) - (US$)
2 Price /Earnings ~ 40

1 ~ 20

~ mmmmmnnwummmuum.anuuunnrn i p
1985 1990 1995 2000 2005

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) US$ $ % % $

1990 ND 11 0.17 7.3 79 ND nm nm
1991 ND 10 0.19 5.9 59 ND nm nm
1992 ND 13 0.22 6.0 79 ND nm nm
1993 ND 12 025 6.2 74 ND nm nm
1994 ND 11 0.28 5.6 60 ND nm nm
1995 ND 13 0.30 5.1 69 ND nm nm
1996 ND 16 0.33 4.2 68 4.73 1.fi nm
1997 ND 19 0.33 3.4 66 4.43 2.2 nm
1998 ND 19 0.33 2.7 52 4.80 2.5 nm
1999 ND 14 0.33 3.6 51 5.55 1.6 nm
2000 ND 15 0.71 5.9 86 5.49 22 nm
2001 ND 10 0.62 5.1 53 6.93 1.8 nm
2002 ND 10 0.64 5.3 55 7.43 1.6 nm
2003 ND 11 0.86 6.2 71 7.43 1:9 nm
2004 ND nm 0.86 7.7 >100 7.43 1.5 nm
2005 ND 11 0.77 6.5 69 7.43 1.6 nm
2006 ND 13 0.75 5.7 73 7.43 1.8 nm
2007 0.84 14 0.65 5.3 77 7.43 1.6 11
2008 0.90 7 0.67 9.8 69 7.43 0.9 15

Current* 0.66 11 0.67 8.0 87 7.03 1.2 11

Average: 13 5.6 68 1.8 13.0

Growth(% ):
5 Year. -3.6 -62 -1.1
10 Year. 4.7 7.4 2.4

`Current EPS is the 4 Quarter Trailing to Q1/2009
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Company Risk Disclosures

(FTS-TSX)

In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this
company. Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &
Belize) agencies. Changes in regulafion may adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties..
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms.

(CUP.0-TSX)

In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this
company. The company's operations may be disrupted and assets may be damaged by hurricanes and/or tropical stornis.
Caribbean Utilities' cash flow is sensitive to commercial development and tourism on Grand Cayman Island and the U.S.
economy.

Analyst's Certification

I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this report.

General Disclosure

The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
collectively (`BMO NB") and BMO Capital Markets Limited (U.K.), (`BMO GM Ltd'). BMO NB and BMO CM Ltd. are not
subject to U.S. rules with regard to the preparation of research reports and the independence of analysts. ̀ BMO Capital Markets"
is a trade name used by the BMO Investment Backing Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO
Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB
reseazch. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein.
The opinions, estimates and projecfions contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this
report and are subject to change without nofice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and
complete. However, BMQ NB .and BMO CM Ltd. make no representation or warranty, express or implied, in respect thereof,
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its affiliates
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of inveshnent
decisions, and because of individual client objectives, should not be construed as advice designed to meet the pazricular
investment needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an
offer to buy any security. The research analyst and/ar associates who prepared this report are compensated based upon (among
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of
inveshnent backing services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will seek compensation for
inveshnent banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO
CM Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein,
related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB,
BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Company Specific Disclosure

(FTS-TSX)

Disclosure 2; BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months.

Disclosure 3: BMO NB has provided investment backing services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this
issuer within the past 12 months.
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Disclosure 9: BMO Capital Markets Corp. ar an affiliate received compensation for products or services other than inveshnent
banking services within the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd, or an affiliate
within the past 12 months: Inveshnent Backing Services &Non-Securities Related Services.

(CUP.0-TSX)

Distribution of Ratings (June 11, 2009)
Rating BMO BMO BMO Starmine
Category Rating Universe I.B. Clients* Universe**
Buy Outperform 31% 46% 46%
Hold Market Perform 57% 47% 46%
Sell Underperfonn 12% 7% 8%
* Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking

services.
** Reflects rating distribution of all North American equity research analysts.

Ratings Key

We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent;
NR = No rating at this time;
R =Restricted — Dissemination of reseazch is currently restricted..

Market performance is measured by a benclunark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as
appropriate for each company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according
to six different objectives (lazge, small,. growth, value, income and quantitative) have replaced the Top Pick rating.

Dissemination of Research

Our research publications are available via our web site http://bmocapitalmarkets.com. Institurional clients may also receive our
reseazch via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled
to our research. Please contact your investment advisor or institutional salesperson for snore information.

Conflict Statement

A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing
policy for managing conflicts of interest m connection with inveshnent reseazch which is available at:
http://research-ca.bmocapitahnarkets.com/conflict statement~ublic.asp

Additional Matters

TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers
to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein
should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised
and regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may
only be issued or passed on to, (I) persons who have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together
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referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed on to, retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd. are Members of CIPF. BMO Capital Markets Corp. and
BMO Nesbitt Burns Securities Ltd. are Members of SIPC.

"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence.
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Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform 
Stock Price: $25.75 
Target Price: $27.00 
 

Member of: Top 15 Value Stock Selections 
 Top 15 Income Stock Selections 

August 5, 2009 
Brief Research Note 
Gas & Electric Utilities 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
Assoc: Mark Laing, CA 
 

 

Q2/09 Results Exceed Expectations 
   

Impact  Slightly Positive 
   

Details & Analysis  Fortis reported Q2/09 EPS of $0.31 vs. our estimate of $0.26 and the First
Call Mean of $0.27.  The difference between actual and expected results 
was due to strong performance at Terasen Gas ($0.03/share greater than
expected) and FortisAlberta ($0.03/share greater than expected), although
earnings at FortisAlberta may have benefitted from a reduction in
corporate income taxes.  Earnings from the remainder of the company’s
business segments were generally in line with expectations.  2009 will be
a busy year from a regulatory perspective.  During Q2/09 FortisAlberta,
the Terasen Companies, and Newfoundland Power all filed rate 
applications with their respective regulators.  In addition, all of these
utilities are engaged in cost of capital reviews.  For example, Terasen Gas
is requesting an increase in its allowed ROE to 11% from 8.47% and an
increase in its equity thickness to 40% from 35% currently. Newfoundland 
Power is requesting an increase in its allowed ROE to 11% from 8.95%,
and FortisAlberta is participating in the generic cost of capital proceeding
being administered by the Alberta Utilities Commission.  Decisions on 
these applications and cost of capital proceedings are expected in late
2009 or early 2010. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.55    16  1.04   4.1     67  18.02   1.4     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   8.2  14.0  15.4

10 Year:  11.8   8.7  10.5
20 Year:   4.7   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q1/2009.
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FTS - Rating as of 24-Aug-06 = OP

Date Rating Change Share Price

1 24-Nov-06 OP  to Mkt $28.20

2 3-Jan-07 Mkt  to NR $29.51

3 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not 
subject to U.S. rules with regard to the preparation of research reports and the independence of analysts. “BMO Capital Markets” 
is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its 
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO 
Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries (“BMO 
Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB 
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
The opinions, estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this 
report and are subject to change without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been 
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and 
complete. However, BMO NB and BMO CM Ltd. make no representation or warranty, express or implied, in respect thereof, 
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from 
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its affiliates 
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an 
offer to buy any security. The research analyst and/or associates who prepared this report are compensated based upon (among 
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of 
investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will seek compensation for 
investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO 
CM Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, 
related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, 
BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and 
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate 
within the past 12 months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings (June 11, 2009) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 31% 46% 46% 
Hold Market Perform 57% 47% 46% 
Sell Underperform 12% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Brief Research Note
Gas &Electric Utilities

(FTS-TSX)

Stock Rating: Outperform Michael McGowan, CA, CFA
Stock Price: $25.75 (416) 359-5807

Target Price: $27.00 Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Member of: Top 15 Value Stock Selections
Top 15 Income Stock Selections

Q2/09 Results Exceed Expectations

Impact Slightly Positive

Details &Analysis Fortis reported Q2/09 EPS of $0.31 vs. our estimate of $0.26 and the First

Call Mean of $0.27. The difference between actual and expected results

was due to strong performance at Terasen Gas ($0.03/share greater than

expected) and FortisAlberta ($0.03/share greater than expected), although

earnings at FortisAlberta may have benefitted from a reduction in

corporate income taxes. Earnings from the remainder of the company's

business segments were generally in line with expectations. 2009 will be

a busy year from a regulatory perspective. During Q2/09 FortisAlberta,

the Terasen Companies, and Newfoundland Power all filed rate

applications with their respective regulators. In addition, all of these

utilities are engaged in cost of capital reviews. For example, Terasen Gas

is requesting an increase in its allowed ROE to ll% from 8.47% and an

increase in its equity thickness to 40% from 35% currently. Newfoundland

Power is requesting an increase in its allowed ROE to 11% from 8.95%,

and FortisAlberta is participating in the generic cost of capital proceeding

being administered by the Alberta Utilities Commission. Decisions on

these applications and cost of capital proceedings are expected in late

2009 or early 2010.

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered
as a research analyst under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 4.
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1985 1990 1995 2000 2005

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % /o $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 1.2 12
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.62 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8

Current" 1.55 16 1.04 4.1 67 18.02 1.4 9

Average: 14 4.9 64 1.4 10.8

Growth(°fo):
5 Year: 82 14.0 15.4
10 Year: 11.8 8.7 10.5
20 Year: 4.7 5.7 7.6

Current EPS is the 4 Quarter Trailing to Q1/2009
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Company Risk Disclosure

In addition to the risks involved in investing in common stocks generally, we also. highlight the following risks that pertain to this
company. Operations are subject to complex regularion by a variety of provincial, state and federal (Canada, Cayman Islands &
Belize) agencies. Changes in regulafion may adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties.
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms.
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We use the following ratings system definitions:
OP =Outperform -Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the mazket;
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Q2/09 Earnings Exceed Expectations;  
Maintaining Outperform Rating 

Price (4-Aug) $25.75 52-Week High $28.00 
Target Price $29.00↑ 52-Week Low $20.70 
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(FY-Dec.) 2007A 2008A 2009E 2010E 
EPS $1.29  $1.56  $1.51↑ $1.63↑
P/E   17.1x 15.8x 
 
CFPS $2.71  $4.21  $3.76  $4.13 
P/CFPS   6.8x 6.2x 
 
Div.  $0.82 $1.03 $1.04 $1.08 
EV ($mm) $10,012 $10,534 $11,538 $12,029 
EBITDA ($mm) $810 $1,034 $1,195 $1,313 
E
 

V/EBITDA 12.4x 10.2x 9.7x 9.2x 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A $0.40  $0.31  $0.20  $0.46 
2008A $0.58  $0.28  $0.26  $0.48 
2009E $0.53a $0.31a $0.22  $0.48 
 
Dividend $1.04 Yield 4.0% 
Book Value $18.02 Price/Book 1.4x 
Shares O/S (mm) 169.2 Mkt. Cap ($mm) $4,357 
Float O/S (mm) 169.2 Float Cap ($mm) $4,357 
Wkly Vol (000s) 2,721 Wkly $ Vol (mm) $66.0 
Net Debt ($mm) $5,851.0 Next Rep. Date 05-Nov (E) 

 

Event 
Fortis reported Q2/09 EPS of $0.31 versus our estimate of $0.26 and the First
Call Mean of $0.27. The difference between actual and expected results was due
to strong earnings at Terasen Gas ($0.03/share greater than our estimate) and 
FortisAlberta ($0.03/share greater than our estimate), both of which benefitted 
from lower-than-expected income tax expenses. Earnings from the remainder of 
the company�s business segments were generally in line with expectations.  
 
Impact 
Neutral. 
 
Forecasts 
We have updated our estimates to reflect Q2/09 results and forecast 2010 and 
2011 rate base balances as set out in the rate applications filed by the Terasen 
Gas companies, FortisAlberta and Newfoundland Power.  We have not adjusted
our estimates to reflect requested changes to capital structure or allowed rates or
return on equity.  Our diluted EPS estimates increase to $1.51 in 2009E from
$1.47 and to $1.63 in 2010E from $1.60. 
 
Valuation 
Our revised target price of $29 is based on a weighted valuation approach: 15x
diluted 2010E EPS of $1.63 (12.5%); 1.75x 2010E BVPS of $19.13 (12.5%)
and a target yield of 3.75%, assuming 2010E dividends per share of $1.08
(75%). We increased our valuation multiples to reflect lower market risk
premiums. 
 Notes: EPS estimates are diluted; Quarterly numbers are basic 

Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2009E: 
$1.49; 2010E: $1.61 

Recommendation 
We believe Fortis� shares are attractively valued, considering the company�s
relatively low-risk, diversified business model.  Our rating is Outperform. 
 
 Changes Annual EPS  Target

 2009E $1.47 to $1.51             $27.00 to $29.00 
 2010E $1.60 to $1.63              
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Q2/09 Results Exceed Expectations; Many Important 
Regulatory Proceedings to Conclude in H2/09 

Fortis reported Q2/09 EPS of $0.31 versus our estimate of $0.26 and the First Call Mean of 
$0.27.  The difference between actual and expected results was due to strong earnings at 
Terasen Gas ($0.03/share greater than our estimate) and FortisAlberta ($0.03/share greater than 
our estimate), both of which benefitted from lower-than-expected income tax expenses.  
Earnings from the remainder of the company�s business segments were generally in line with 
expectations. 

As previously noted, 2009 will be an important year from a regulatory perspective.  During 
Q2/09, FortisAlberta, the Terasen Companies and Newfoundland Power all filed rate 
applications with their respective regulators.  In addition, all of these utilities are engaged in 
cost of capital reviews.  For example, Terasen Gas is requesting an increase in its allowed ROE 
to 11% from 8.47% and an increase in its equity thickness to 40% from 35% currently. 
Newfoundland Power is requesting an increase in its allowed ROE to 11% from 8.95%, and 
FortisAlberta is participating in the generic cost of capital proceeding being administered by the 
Alberta Utilities Commission.  Decisions on these applications and cost of capital proceedings 
are expected in late 2009 or early 2010.  

Our estimates do not assume that provincial regulators grant the requested changes to capital 
structure and deemed return on equity.  We believe, however, that the capital structure/deemed 
ROE proceedings are positive for regulated utilities in Canada, as they signify that regulators 
are willing to address the possibility that the current method of setting regulated rates of return 
may not adequately compensate investors for the risks they are incurring.  

We are maintaining our Outperform rating, as we continue to believe that Fortis� shares are 
attractively valued, considering the company�s low-risk, diversified business model.  

We are increasing our price target to $29 from $27.  Our $29 target is based on a weighted 
valuation approach: 15x diluted 2010E EPS of $1.63 (12.5%); 1.75x 2010E BVPS of $19.13 
(12.5%) and a target yield of 3.75%, assuming 2010E dividends per share of $1.08 (75%).   

We have increased our valuation multiples to reflect lower market risk premiums.  Our previous 
target price assumed the following valuation multiples: P/E of 14x, BVPS of 1.5x, and a target 
dividend yield of 4.00%. 
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Q2/09 Results 

As set out in Table 1, Q2/09 GAAP net income of $53 million was $9 million greater than 
comparable income of $44 million reported in Q2/08.  In order to present Q2/08 results on a 
comparable basis, Q2/08 GAAP income was adjusted for the following non-recurring expenses: 
1) $13 million of regulatory disallowances at Belize Electricity Limited (BEL); and 2) a charge 
of $2 million at Fortis Ontario related to the Q2/08 repayment of amounts received in 2007 
related to cross-border interconnection agreements.   

A discussion of the operating performance of each business segment follows below. 

Table 1:  Historical Q2 Income by Business Segment 

 
Q2/09 
GAAP 

Earnings 
($mm) Adj. ($mm)

Q2/09
Adjusted 
Earnings 

($mm)
Q2/08 
GAAP

Adj. 
($mm)

Q2/08
Adjusted 
Earnings 

($mm)

Variance
Q2/09 Adj. vs. 

Q2/08 Adj.
Variance

 %

Regulated Gas Utilities - Canadian
     Terasen Gas Companies 14.0 -                14.0 12.0 -               12.0 2.0 16.7%
Regulated Electric Utilities - Canadian
     FortisAlberta 17.0 -                17.0 7.0 -               7.0 10.0 142.9%
     FortisBC 7.0 -                7.0 7.0 -               7.0 0.0 0.0%
     Newfoundland Power 11.0 -                11.0 10.0 -               10.0 1.0 10.0%
     Other Canadian 4.0 -                4.0 2.0 2.0           4.0 0.0 0.0%

39.0 -                39.0 26.0 2.0           28.0 11.0 39.3%
Regulated Electric Utilities - Caribbean 7.0 7.0 (5.0) 13.0         8.0 (1.0) -12.5%
Non-Regulated - Fortis Generation 3.0 -                3.0 7.0 -               7.0 (4.0) -57.1%
Non-Regulated - Fortis Properties 8.0 -                8.0 7.0 -               7.0 1.0 14.3%
Corporate and Other (18.0) -                (18.0) (18.0) -               (18.0) 0.0 0.0%
Net Earnings Applicable to Common Shares 53.0 0.0 53.0 29.0 15.0 44.0 24.0 20.5%

Source:  BMO Capital Markets, Company Reports  
 

Regulated Gas Utilities � Terasen Gas Companies 

Q2/09 net income of $14 million from Terasen Gas exceeded our estimate of $9.5 million and 
Q2/08 net income of $12 million.  Increased earnings in Q2/09 were primarily the result of a $3 
million reduction in income taxes, which declined to $2 million in Q2/09 versus $5 million in 
Q2/08.  Per our discussion with management, the decrease in the Q2/09 income tax provision 
resulted from an increase in capital cost allowance rates for compressor equipment that was 
enacted during the quarter. 

Regulated Electric Utilities � FortisAlberta 

Q2/09 net income of $17 million exceeded our estimate of $11.6 million and Q2/08 net income 
of $7 million.  The variance between actual and expected results was largely related to a $3 
million income tax recovery recorded during Q2/09.  We understand that approximately $2 
million of the recovery relates to a reversal of income tax provisions expensed during prior 
quarters, while the remaining $1 million resulted from a future income tax benefit that was 
triggered by the collection of amounts held in a deferral account related to 2007 transmission 
tariffs paid to the Alberta Electric System Operator. 
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Regulated Electric Utilities � FortisBC 

Q2/09 net income of $7 million was consistent with our estimate of $7 million and Q2/08 net 
income of $7 million. 

Regulated Electric Utilities � Newfoundland Power 

Q2/09 net income of $11 million was slightly greater than Q2/08 net income of $10 million and 
our estimate of $9.9 million.   

Regulated Electric Utilities � Caribbean 

The earnings contribution from the Caribbean business segment was $7 million in Q2/09 versus 
our estimate of approximately $8 million and adjusted Q2/08 earnings of $8 million.  The 
decrease in Q2/09 earnings was primarily caused by a lower allowed return on assets resulting 
from the Belize Public Utilities Commission�s final decision on Belize Electricity Limited�s 
2008/2009 rate application. 

Unregulated � Fortis Generation 

Fortis Generation reported Q2/09 net income of $3 million, which was consistent with our 
estimate of $3 million and $4 million lower than Q2/08 net income of $7 million.  The variance 
between Q2/09 and Q2/08 results was largely due to the expiration of the power-for-water 
exchange agreement at Rankine hydroelectric generating facility on April 30, 2009.  

Unregulated � Fortis Properties 

Fortis Properties reported net income of $8 million, which was generally consistent with our 
estimate of $7.4 million and Q2/08 net income of $7 million.  Occupancy decreased slightly 
during Q2/09 to 95.9% at the end of the quarter versus 96.7% at the end of Q2/08.  Revenue per 
available room fell to $83.15 during Q2/09 versus $87.54 during Q2/08. 

Regulatory Update 

During Q2/09 FortisAlberta, the Terasen Companies and Newfoundland Power all filed rate 
applications with their respective regulators.  In addition, all of these utilities are engaged in 
cost of capital reviews.  Summaries of key applications filed during the quarter follow below: 

Terasen Gas Inc. (TGI) / Terasen Gas Vancouver Island (TGVI) 

• In May 2009, TGI filed a Return on Equity and Capital Structure Application with the 
British Columbia Utilities Commission (BCUC) requesting an increase in allowed ROE to 
11% from 8.47%, effective July 1, 2009, and an increase in its allowed common equity 
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thickness to 40% from 35%, effective January 1, 2010.  TGVI did not request a change to 
the 70-basis-point risk premium used to determine its regulated ROE. 

• In June 2009, TGI and TGVI filed revenue requirement applications for the years 2010 and 
2011 with the BCUC.  The rate applications will be updated to reflect any changes to TGI 
or TGVI�s financial profile, pursuant to the outcome of the Return on Equity and Capital 
Structure Application.  The revenue requirement applications assume that TGI has average 
rate bases of approximately $2,536 million and $2,620 million in 2010 and 2011, 
respectively, while TGVI�s application assumes forecast average rate bases of 
approximately $555 million and $730 million for 2010 and 2011, respectively.  

• In June 2009, TGI prepared an application to internalize customer care services, effective 
January 2012 for an estimated capital cost of approximately $145 million. TGI currently 
outsources customer care services to a third party.  TGI has requested a decision on this 
application by the end of 2009. 

Fortis Alberta 

• In June 2009, FortisAlberta filed a revenue requirement application for the years 2010�
2011 with the Alberta Utilities Commission (AUC). The application utilizes an interim 
allowed ROE of 8.75 percent with a deemed equity thickness of 37 percent, pending the 
outcome of the current Generic Cost of Capital proceeding, which is under way. Fortis 
Alberta�s rate application assumes average rate bases of $1,538 million and $1,724 million 
for 2010 and 2011, respectively.  The rate hearing is expected to begin in late 2009, and a 
regulatory decision by the AUC is expected to be finalized by the spring of 2010, with any 
changes to customer rates effective by the summer of 2010. 

Newfoundland Power 

• In May 2009, Newfoundland Power filed its 2010 General Rate Application, which seeks a 
6.1% average increase in basic customer electricity rates, effective January 1, 2010. The 
application also requests the company�s allowed ROE be increased to 11% from 8.95% and 
that the current equity thickness of 45% is maintained. The application assumes an average 
2010 rate base of approximately $867 million. The rate hearing is expected to commence 
during the fall of 2009. 

• In June 2009, Newfoundland Power filed its 2010 Capital Budget Application, which 
requested the approval of $65 million of capital expenditures. 

Other Items 

• Fortis increased its capital expenditure estimate by $500 million and the company is now 
planning to invest approximately $5 billion during the next five years.  Approximately 70% 
of the total relates to planned capital expenditures at the regulated electric utilities, while 
25% relates to the Terasen Companies, and 5% relates to Fortis� non-regulated businesses. 
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• The dispute between Belize Electricity Limited (BEL, 70.1% Fortis) and the Belize Public 
Utilities Commission (PUC) regarding the PUC�s final decision on BEL�s 2008/2009 rate 
application continues.  A court date to hear BEL�s appeal of the PUC�s final decision is 
now scheduled for October 2009.  The Supreme Court of Belize was originally expected to 
hear the appeal during July 2009. 

• In a related matter, the Minister of Public Utilities of Belize recently issued a statutory 
instrument purporting to declare providers of electricity generation and water services, 
including the Belize Electric Company Limited (�BECOL�, 100% Fortis), as public utility 
providers within the meaning of the Public Utilities Commission Act as of May 1, 2009.  
Fortis is currently assessing the impact of this proposal. We believe that the Supreme Court 
of Belize�s ruling on the appeal of the PUC�s final decision regarding BEL�s 2008/2009 
rate application may provide guidance about the eventual outcome of this ministerial 
initiative. 

Estimates 

We have updated our estimates to reflect Q2/09 results and the forecast 2010 and 2011 rate base 
balances as set out in the rate applications filed by the Terasen Gas companies, FortisAlberta 
and Newfoundland Power.  We have not increased our estimates to reflect requested changes to 
capital structure or allowed rates or return on equity.  Our diluted EPS estimates increase to 
$1.51 in 2009E from $1.47 and to $1.63 in 2010E from $1.60. 
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Table 2:  Consolidated Summary 
05-Aug-09 Michael McGowan

5.4

1.3

-
.2%

Current Price: $25.63 BMO Capital Markets
12-Month Target Price: $29.00
ROR: 17.2% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008 2009E 2010E
Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.66
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.56 $1.51 $1.63
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.20 $0.19 $0.20
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $0.07 $0.07 $0.07

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.03 $0.04
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.16

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.19 $0.13 $0.13
Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.19 $0.16 $0.20

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.51 $0.53 $0.58
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.69 $0.71

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.45) ($0.41) ($0.43)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.08
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.2% 64.2% 67.6% 65.0%
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 157.4 169.4 169.7
Net Book Value $8.72 $8.98 $10.47 $11.76 $12.26 $16.72 $18.00 $18.53 $19.13

Market Valuation
Price:  High $13.28 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 - -
Price:  Low $10.76 $11.63 $14.23 $17.00 $20.36 $24.50 $20.70 - -

Price:  Current - - - - - - - $25.63 -
P/E Ratio:  High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 - -
P/E Ratio:  Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 - -

P/E Ratio:  Current - - - - - - - 16.7 1
Price/Book Value:  High 1.5 1.7 1.7 2.2 2.4 1.8 1.7 - -
Price/Book Value:  Low 1.2 1.3 1.4 1.4 1.7 1.5 1.1 - -

Price/Book Value:  Current - - - - - - - 1.4
Yield:  High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% - -
Yield:  Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% -

Yield:  Current - - - - - - - 4.1% 4

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 1,042.2 607.2 1,276.2 2,012.9
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,558.0 4,623.0 4,884.0 5,039.1 4,785.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 145.0 145.0 145.0

Preferred Shares 0.0 125.0 321.5 319.5 439.0 439.0 667.0 667.0 667.0
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 44.0 48.0 48.0

Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,276.0 2,601.0 3,046.0 3,140.5 3,249.0
1,731.2 2,250.9 3,533.6 3,995.0 5,360.6 9,553.2 9,393.2 10,315.9 10,907.1

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 7.8% 10.9% 6.5% 12.4% 18.5%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 47.7% 48.4% 52.0% 48.8% 43.9%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 8.9% 7.2% 0.0% 0.0% 0.0%
Minority Interest 2.3% 1.6% 1.1% 0.9% 2.4% 1.2% 1.5% 1.4% 1.3%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.2% 4.6% 7.1% 6.5% 6.1%
Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.5% 0.5% 0.4%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 23.8% 27.2% 32.4% 30.4% 29.8%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.4 252.5 260.6 281.7

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 645.3 727.1

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.55    16  1.04   4.1     67  18.02   1.4     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   8.2  14.0  15.4

10 Year:  11.8   8.7  10.5
20 Year:   4.7   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q1/2009.
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FTS - Rating as of 24-Aug-06 = OP

Date Rating Change Share Price

1 24-Nov-06 OP  to Mkt $28.20

2 3-Jan-07 Mkt  to NR $29.51

3 19-Feb-07 NR  to OP $27.94

1.5
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst�s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (�BMO 
NB�) and BMO Capital Markets Limited (U.K.), (�BMO CM Ltd�). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the 
preparation of research reports and the independence of analysts. �BMO Capital Markets� is a trade name used by the BMO Investment Banking 
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its 
subsidiaries (�BMO Financial Group�) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB 
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions, 
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change 
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are 
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or 
its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and 
because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This 
material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research analyst and/or 
associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM Ltd. and its 
affiliates, which includes the overall profitability of investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will 
seek compensation for investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM Ltd. or its 
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or 
other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities 
of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings (June 11, 2009) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 31% 46% 46% 
Hold Market Perform 57% 47% 46% 
Sell Underperform 12% 7% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted � Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier�Top Pick�was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the �Order�) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as �relevant 
persons�).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 



Fortis Inc.
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Value Stock Selections
Top 15 Income Stock Selections

Q2/09 Earnings Exceed Expectations;
Maintaining Outperform Rating

Event

Fortis reported Q2/09 EPS of $0.31 versus our estimate of $0.26 and the First

Call Mean of $0.27. The difference between actual and expected results was due

to strong earnings at Terasen Gas ($0.03/share greater than our estimate) and

FortisAlUerta ($0.03/share greater than our estimate), both of which benefitted

from lower-than-expected income tax expenses. Earnings from the remainder of

the company's business segments were generally in line with expectations.

Impact

Neutral.

Forecasts

We have updated our estimates to reflect Q2/09 results and forecast 2010 and

2011 rate base Valances as set out in the rate applications filed by the Terasen

Gas companies, FortisAlberta and Newfoundland Power. We have not adjusted

our estimates to reflect requested changes to capital structure or allowed rates or

return on equity. Our diluted EPS estimates increase to $1.51 in 2009E from

$1.47 and to $1.63 in 2010E from $1.60.

Valuation

Our revised target price of $29 is based on a weighted valuation approach: 15x

diluted 2010E EPS of $1.63 (12.5%); 1.75x 2010E BVPS of $19.13 (12.5%)

and a target yield of 3.75%, assuming 2010E dividends per share of $1.08

(75%). We increased om• valuation multiples to reflect lower market risk

premiums.

Recommendation

We believe Fortis' shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

August 6, 2009
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Price (4-Aug) $25.75 52-Week High $28.00
Target Price $29.00T 52-Week Low $20.70

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2007A 2008A 2009E 2010E

EPS $1.29 $1.56 $1.51T $1.63T
P/E 17.1x 15.8x

CFPS $2.71 $4.21 $3.76 $4.13
P/CEPS 6.8x 62x

Div. $0.82 $1.03 $1.04 $1.08
EV ($mm) $10,012 $10,534 $11,538 $12,029
EBITDA($mm) $810 $1,034 $1,195 $1,313
EV/EBITDA 12.4x 10.2x 9.7x 9.2x

Quarterly EPS Q7 Q2 Q3 Q4

2007A $0.40 $0.31 $0.20 $0.46
200SA $0.58 $028 $0.26 $0.48
2009E $0.53a $0.31a $0.22 $0.48

Dividend $1.04 Yield 4.0%
Book Value $18.02 Price/Book 1.4x
Shares O/S (mm) 169.2 Mkt. Cap ($mm) $4,357
Float O/S (mm) 169.2 Float Cap ($mm) $4,357
Wkly Vol (OOOs) 2,721 Wkly $Vol (mm) $66.0
Net Debt ($mm) $5,851.0 Next Rep. Date 05-Nov (E)

Notes: EPS estimates are diluted; Quarterly numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2009E:
$1.49; 2010E: $1.61

Changes Annual EPS Target
2009E $1.47 to $1.51 $27.00 to $29.00
2010E $1.60 to $1.63

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst
under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 8 to 10.
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Fortis Inc.

Q2/09 Results Exceed Expectations; Many Important
Regulatory Proceedings to Conclude in H2/09

Fortis reported Q2/09 EPS of $031 versus our estimate of $0.26 and the First Call Mean of

$0.27. The difference between actual and effected results was due to strong earnings at
Terasen Gas ($0.03/share greater than our estimate) and FortisAlberta ($0.03/share greater than
our estimate), both of which benefitted from lower-than-expected income tax expenses.
Earnings from the remainder of the company's business segments were generally in line with
expectations.

As previously noted, 2009 will be an important year from a regulatory perspective. During

Q2/09, FortisAlberta, the Terasen Companies and Newfoundland Power all filed rate
applications with their respective regulators. In addition, all of these utilities are engaged in

cost of capital reviews.. For example, Terasen Gas is requesting an increase in its allowed ROE

to 11% from 8.47% and an increase in its equity thickness to 40% from 35% currently.
Newfoundland Power is requesting an increase in its allowed ROE to 11% from 8.95%, and
FortisAlberta is participating in the generic cost of capital proceeding being administered by the

Alberta Utilities Commission. Decisions on these applications and cost of capital proceedings
are expected in late 2009 or early 2010.

Our estimates do not assume that provincial regulators grant the requested changes to capital
structure and deemed return on equity. We believe, however, that the capital structure/deemed
ROE proceedings are positive for regulated utilities in Canada, as they signify that regulators
are willing to address the possibility that the current method of setting regulated rates of return

may not adequately compensate investors for the risks they are incurring.

We are maintaining our Outperform rating, as we continue to believe that Fortis' shares are
attractively valued, considering the company's low-risk, diversified business model.

We are increasing our price target to $29 from $27. Our $29 target is based on a weighted
valuation approach: 15x diluted 2010E EPS of $1.63 (12.5%); 1.75x 2010E BVPS of $19.13
(12.5%0) and a target yield of 3.75%, assuming 2010E dividends per share of $1.08 (75%).

We have increased our valuation multiples to reflect lower market risk premiums. Our previous
target price assumed the following valuation multiples: P/E of 14x, BVPS of 1.5x, and a target
dividend yield of 4.00%.

BMO Capital Markets
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Q2/09 Results

As set out in Table 1, Q2/09 GAAP net income of $53 million was $9 million greater than

comparable income of $44 million reported in Q2/08. In order to present Q2/08 results on a

comparable basis, Q2/08 GAAP income was adjusted for the following non-recurring expenses:

1) $13 million of regulatory disallowances at Belize Electricity Limited (BEL); and 2) a charge

of $2 million at Fortis Ontario related to the Q2/08 repayment of amounts received in 2007

related to cross-border interconnection agreements.

A discussion of the operating performance of each business segment follows below.

Table 1: Historical Q2 Income by Business Segment

Q2I09 Q2I09 Q2/08

GAAP Adjusted Adjusted Variance
Earnings Earnings Q2I08 Adj. Earnings Q2I09 Adj. vs. Variance
($mm) Adj. ($mm) ($mm) GAAP ($mm) ($mm) Q2/OS Adj.

Regulated Gas Utilities - Canadian

Terasen Gas Companies 14.0 - 14.0 12.0 - 12.0 2.0 16.7%

Regulated Elecfric Utilities - Canadian

FortisAlberta 17.0 - 17.0 7.0 - 7.0 10.0 142.9%

FortisBC 7.0 - 7.0 7.0 - 7.0 0.0 0.0%

Newfoundland Power 11.0 - 11.0 10.0 - 10.0 1.0 10.0%

Other Canadian 4.0 - 4.0 2.0 2.0 4.0 0.0 0.0%

39.D - 39.0 26.0 2.0 26.0 11.0 39.3

Regulated Electric Utilities - Caribbean 7.0 7.0 (5.0) 13.0 6.0 (1.0) -12.5%

Non-Regulated -Fortis Generation 3.0 - 3.0 7.0 - 7.0 (4.0) -57.1

Non-Regulated -Fortis Properties 8.0 - 8.0 7.0 - 7.0 1.0 14.3"/0

Corporete and Other (18.0) (18.0) (18.0) - (18.0) 0.0 0.0

53.0 0.0 53.0 29.0 15.0 44.0 24.0 20.5%Net Earnings Applicable to Common Shares

Source: BMO Capital Markets, Company Reports

Regulated Gas Utilities - Terasen Gas Companies

Q2/09 net income of $14 million from Terasen Gas exceeded our estimate of $9.5 million and

Q2/08 net income of $12 million. Increased earnings in Q2/09 were primarily the result of a $3

million reduction in income taxes, which declined to $2 million in Q2/09 versus $5 million in

Q2/08. Per our discussion with management, the decrease in the Q2/09 income tax provision

resulted from an increase in capital cost allowance rates for compressor equipment that was

enacted during the quarter.

Regulated Electric Utilities - FortisAlberta

Q2/09 net income of $17 million exceeded our estimate of $11.6 million and Q2/08 net income

of $7 million. The variance between actual and expected results was largely related to a $3

million income tax recovery recorded during Q2/09. We understand that appro~mately $Z

million of the recovery relates to a reversal of income tax provisions expensed during prior

quarters, while the remaining $1 million resulted from a future income tax benefit that was

triggered Uy the collection of amounts held in a deferral account related to 2007 transmission

tariffs paid to the AIberta Electric System Operator.

Page 3 •August 6, 2009 
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Regulated Electric Utilities — FortisBC

Q2/09 net income of $7 million was consistent with our estimate of $7 million and Q2/08 net

income of $7 million.

Regulated Electric Utilities — Newfoundland Power

Q2/09 net income of $11 million was slightly greater than Q2/08 net income of $10 million and

our estimate of $9.9 million.

Regulated Electric Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $7 million in Q2/09 versus

our estimate of approximately $8 million and adjusted Q2/08 earnings of $8 million. The

decrease in Q2/09 earnings was primarily caused by a lower allowed return on assets resulting

from the Belize Public Utilities Commission's final decision on Belize Electricity Limited's

2008/2009 rate application.

Unregulated —Fortis Generation

Fortis Generation reported Q2/09 net income of $3 million, which was consistent with our

estimate of $3 million and $4 million lower than Q2/48 net income of $7 million. The variance

between Q2/09 and Q2/0$ results was largely due to the expu-ation of the power-for-water

exchange agreement at Rankine hydroelectric generating facility on Apri130, 2009.

Unregulated —Fortis Properties

Fortis Properties reported net income of $8 million, which was generally consistent with our

estimate of $7.4 million and Q2/08 net income of $7 million. Occupancy decreased slightly

during Q2/09 to 95.9% at the end of the quarter versus 96.7% at the end of Q2/08. Revenue per

available room fell to $83.15 during Q2/09 versus $87.54 during Q2/08.

Regulatory Update

During Q2/09 FortisAlberta, the Terasen Companies and Newfoundland Power all filed rate

applications with their respective regulators. In addition, all of these utilities are engaged in

cost of capital reviews. Suulmaries of key applications filed during the quarter follow below:

Terasen Gas Inc. (TGI) / Terasen Gas Vancouver Island (TGVI)

In May 2009, TGI filed a Return on Equity and Capital Structure Application with the

British Columbia Utilities Commission (BCUC) requesting an increase in allowed ROE to

11% from 8.47%, effective July 1, 2009, and an increase in its allowed common equity

BMO ~~ Capital Markets
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thickness to 40% from 35%, effective January 1, 2010. TGVI did not request a change to

the 70-basis-point risk premium used to determine its regulated ROE.

In June 2009, TGI and TGVI filed revenue requirement applications for the years 2010 and

2011 with the BCUC. The rate applications will be updated to reflect any changes to TGI

or TGVI's financial profile, pursuant to the outcome of the Return on Equity and Capital

Structure Application. The revenue requirement applications assume that TGI has average

rate bases of approximately $2,536 million and $2,620 million in 2010 and 2011,

respectively, while TGVPs application assumes forecast average rate bases of

appro~mately $555 million and $730 million for 2010 and 2011, respectively.

In June 2009, TGI prepared an application to internalize customer care services, effective

January 2012 for an estimated capital cost of appro~mately $145 million. TGI currently

outsources customer care services to a third party. TGI has requested a decision on this

application by the end of 2009.

Fortis Alberta

In June 2009, FortisAlberta filed a revenue requirement application for the years 2010-

2011 with the Alberta Utilities Commission (AUC). The application utilizes an interim

allowed ROE of 8.75 percent. with a deemed equity thickness of 37 percent, pending the

outcome of the current Generic Cost of Capital proceeding, which is under way. Fortis

Alberta's rate application assumes average rate bases of $1,538 million and $1,724 million

for 2010 and 2011, respectively. The rate hearing is expected to begin in late 2009, and a

regulatory decision by the AUC is expected to be finalized by the spring of 2010, with any

changes to customer rates effective by the suriuner of 2010.

Newfoundland Power

In May 2009, Newfoundland Power filed its 2010 General Rate Application, which seeks a

6.1% average increase in basic customer electricity rates, effective January 1, 2010. The

application also requests the company's allowed ROE be increased to 11%from 8.95%and

that the current equity thiclrness of 45% is maintained. The application assumes an average

2Q10 rate base of approximately $867 million. The rate hearing is expected to commence

during the fall of 2009.

In June 2009, Newfoundland Power filed its 2010 Capital Budget Application, which

requested the approval of $65 million of capital expenditures.

Other Items

Fortis increased its capital expenditure estimate by $500 million and the company is now

planning to invest approximately $5 billion during the next five years. Approximately 70%

of the total relates to planned capital expenditures at the regulated electric utilities, while

25%relates to the Terasen Companies, and 5%relates to Fortis' non-regulated businesses.

Page 5 •August 6, ?009 
BMO O Capital Markets



BMO Capital Markets Fortis Inc.

The dispute between Belize Electricity Limited (BEL, 70.1% Fortis) and the Belize Public
Utilities Covimission (PUC) regarding the PUC's final decision on BEL's 2008/2009 rate
application continues. A court date to hear BEL's appeal of the PUC's final decision is

now scheduled for October 2009. The Supreme Court of Belize was originally expected to
hear the appeal during July 2009.

• In a related matter, the Minister of Public Utilities of Belize recently issued a statutory
instrument purporting to declare providers of electricity generation and water services,
including the Belize Electric Company Limited ("BECOL", 100% Fortis), as public utility
providers within the meaning of the Public Utilities Commission Act as of May 1, 2009.

Fortis is currently assessing the impact of this proposal. We believe that the Supreme Court
of Belize's ruling on the appeal of the PUC's final decision regarding BEL's 2008/2009
rate application may provide guidance about the. eventual outcome. of this ministerial
initiative.

Estimates

We have updated our estimates to reflect Q2/09 results and the forecast 2010 and 2011 rate base

balances as set out in the rate applications filed by the Terasen Gas companies, FortisAlberta
and Newfoundland Power. We have not increased our estimates to reflect requested changes to

capital structure or allowed rates or return on equity. Our diluted EPS estimates increase to
$1.51 in 2009E from $1.47 and to $1.63 in 2010E from $1.60.
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Table 2: Consolidated Summary
OS-Aug-09
Current Price: $25.63
12-Month Target Price: $29.00
ROR: 17.2°k

Fortis Inc.

Michael McGowan
BMO Capital Markets

Recommendation: Ou[oertortn

Year Ending December 31
2002 2003 2004 2005 2006 2007 2008 2009E 2070E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.66
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.56 $1.51 $1.63
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $029 $0.22 $020 $0.19 so.zo
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $O.D7 $0.07 $0.07

CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $~20 $0.03 $0.04 $0.03 $0.03 $0.03 $0.04

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.16
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $021 $0.25 $0.17 $0.19 $0.13 $D.13

Belize,BECOL,CUP/Fortis Caribbean $0.25 $024 50.09 $0.18 $0.23 $024 $0.19 $0.16 $020

FortisAlberfalFortis6C $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.51 $0.53 $0.58

7erasen Inc. $0.00 $0.00 $O.OD $O.DO $O.DO $0.31 $0.71 $0.69 $0.71

O[hedCorporate ($0.11) ($0.12) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($0.41) ($0.43)

Dividends $0.49 $0.52 $0.54 $0.61 $D.67 $0.82 $1.03 $1.04 $1.08

Payout Ratio 49.9 % 48.9°h 51.4 % 52.3 % 48.5 % 602% 642% 67.6% 65.0

Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137,6 157.4 169.4 169.7

Net Book Value $8.72 $8.98 $10.47 $11.76 $12.26 $16.72 $18.00 $18.53 $19.13

Market Valuation

Price; High $1328 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 - -

Price: Low $10.76 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 - -

Price: Current - - - - - - - $25,63 -

P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 -

P/E Rado: Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 -

P/E Ratio: Current - - - - - - - 16.7 15.4

Price/Book Value: High 1.5 1.7 1.7 22 2.4 1.8 1.7 - -

PriceBook Value: Low 12 1.3 1.4 1.4 1.7 1.5 1.1 - -

Price/Book Value: Current - - - - - - - 1.4 1.3

Yield: High Price 3.7% 3.4% 3.0% 2.4% 22% 2.7% 3.4% - -

Yield: Law Price 4.5% 4.5°k 3.8% 3.6% 3.3°/a 3.3h 5.0%

Yield: Current 4.1 % 4.2%

Balance Sheet ($mm)

Debt (S-n 446.1 421.9 231.3 218.2 418.0 1,0422 6072 1,276.2 2,012.9

Debt (L-n 583.8 910.7 1,855.8 1,990.2 2,558.0 4,623.0 4,884.0 5,039.1 4,785.1

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 D.0

Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0

Minority Interest 40.0 36.8 37.5 35.7 130.5 175.0 745.0 145.0 145.0

Preferred Shares 0.0 125.0 321.5 319.5 439.0 439.0 667.0 667.0 667.0

Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 44.0 48.0 48.0

Shareholders' Equity 5842 624.6 1 0~ X0.1 1 213.4 1 276.0 2.601.0 3X46.0 3 140.5 3 2_ 49.0

1,7312 2,250.9 3,533,6 3,995.0 5,360.6 9,5532 9,3932 10,315.9 10,907.1

Balance Sheet (% ~

Debt (S-~ 25.8% 18.7% 6.5% 5.5% 7.8% 10.9% 6.5% 12.4Yo 18.5%

Debt (L-n 33.7 40.Sh 52.5% 49.8 47.7°/ 48.4% 52.0% 48.8% 43.9%

Deposits DUe 0.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% O,D% 0.0%

Deferted Credits 3.6% 4.8% 1.8% 4.9% 8.9% 7.2% 0.0% 0.0% 0.0%

Minority Interest 2.3% 1,6% 1.t YO 0.9% 2.4% 12% 1.5% 1.4% 1.3%

Preferred Shares U.0°h 5.6% 9.1% S.0% 82% 4.6% 7.1°h 6.5°h 6.1%

ConverU6le Debentures 0.9% 1.1% D.6% 0.6% 12% 0.5% 0.5% 0.5% 0.4%

Shareholders Equity 33.7% 27.7% 28_3°/a 30.4% 23_S% 27_2% 32_4h 30_4% 29_8%

100.0% 100,0% 100.0% ~ao.a~ 100.0% 100.0% 100.0% '100.0°!0 100.0%

Income Statement
Net Proft to Common 63.3 73.6 89.0 1192 1432 187.4 252.5 260.6 261.7

Cash Flow firom Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 645.3 727.1
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1985 1990 1995 2000 2005 2007 2008 2009

FYE EPS PIE DPS Yield Payout BV P/B ROE FTS - Rating as of 24-Aug-06 = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 24-Nov-06 OP to Mkt $28.201990 0,62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 1.2 12 2 3-Jan-07 Mkt to NR $29.51
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12 3 19-Feb-07 NR to OP $27.94
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.D5 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 Q.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8

Current` 1.55 16 1.04 4.1 67 18.02 1.4 9

Average: 74 4.9 64 1.4 10.8

Growth(% ):
5 Year: 82 14.0 15.4
10 Year: 11.8 8.7 10.5
20 Year: 4.7 5.7 7.6

"Current EPS is the 4 Quarter Trailing to Q1/2009.
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Company Risk Disclosure
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company. Operarions
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes in regulation may
adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and
assets may be damaged by lmmcanes and/or tropical storms.

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.

General Disclosure
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Bunis Ltee./Ltd., collectively (`BMO
NB") and BMO Capital Markets Limited (U.K.), (`BMO CM Ltd"). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the
preparation of research reports and the independence of analysts. ̀ BMO Capital Markets" is a trade name used by the BMO Inveshnent Backing
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its
subsidiaries (`BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opuuons,
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. Ho~~ever, BMO NB and BMO CM Ltd. make no representation or
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or
its. affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and
because of individual client objectives, should not be construed as advice designed to meet the particular inveshnent needs of any investor. This
material is for information purposes only and is llot an offer to sell or the solicitation of an offer to buy any security. The research analyst and/or
associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM Ltd. and its
affiliates, which includes the overall profitability of investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will
seek compensation for investment backing services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM Ltd. or its
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in opfious, futures or
other derivative instruments based thereon. Tl~e reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of
Monhea1 ar their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities
of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within flee past 12 months.

Disclosure 3: BMO NB has provided inveshnent backing services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than inveshnent banking services within
the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Investment Banking Services &Non-Securities Related Services.
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Distribution of Ratings (June 11, 2009)
Rating BMO BMO BMO Starmine
Category Rating Universe I.B. Clients* Universe**
Buy Outperform 31% 46% 46%
Hold Market Perform 57% 47% 46%
Sell Underperform 12% 7% 8%
* Reflects rating distriburion of all companies where BMO Capital Markets has received compensation for Inveshnent Banking services.
** Reflects rafing distribution of all North American equity research analysts.

Ratings Key
We use. the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the mazket;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted –Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relarive
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (lazge, small, growth, value, income and
quantitative) have replaced the Top Pick rating.

Dissemination of Research
Our research publications are mailable via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST
CALL Research Direct and Reuters. All of our research is made widely available at the same tune to all BMO NB, BMO Capital Markets Ltd., BMO
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investrnent advisor or
institufional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at:
http:/hesearch-ca.bmocapitalmarkets.com/conflict statement~ublic.asp

Additional Matters
TO U,S. RESIDENTS: BMA Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.

TO U.K.: RESIDENTS: Iu the UK this document is published by BMO Capital Markets Lvnited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together refereed to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Bums Inc. and BMO Nesbitt Burns Ltee/Ltd. aze Members of CIPF. BMO Capital Markets Corp. and BMO Nesbitt Burns Securities
Ltd. are Members of 5IPC.

'BMO Capital Markets" is a lxade-mark of Bank of Montreal, used under licence.

'BMO (M-Bar roundel symbol)" is a registered trade-mazk of Bank of Montreal, used under licence.
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Company Description – Fortis is a publicly listed holding 
company with four key businesses: electric utility 
operations, regulated natural gas distribution, non-regulated 
electric power generation and non-utility property activities. 
Electric power operations include Newfoundland Power 
(100%, Newfoundland), Maritime Electric (100%, PEI), 
Fortis Ontario (100%, Ontario), Belize Electricity (70.1%, 
Belize), Caribbean Utilities (56%, Grand Cayman Island), 

Turks and Caicos (100%, Turks and Caicos), FortisAlberta 
(100%, Alberta) and FortisBC (100%, British Columbia). 
Website: fortisinc.com 
Recent Results – Fortis Inc. reported Q2/09 EPS of $0.31 
versus our estimate of $0.26 and the First Call Mean of 
$0.27.  The difference between actual and expected results 
was due to strong earnings at Terasen Gas ($0.03/share 
greater than our estimate) and FortisAlberta ($0.03/share 

           (FY-Dec.) 2007A 2008A 2009E 2010E
 

Price (10-Sep) $24.99 52-Week High $28.00 EPS  $1.29 $1.56 $1.51 $1.63 
Target Price $29.00 52-Week Low $20.70 P/E   16.5x 15.3x 
 

Dividend $1.04 Book Value $18.02 CFPS  $2.71 $4.21 $3.81 $4.28 
Yield 4.2% Price/Book 1.4x P/CFPS   6.6x 5.8x 
 

Shares O/S (mm) 169.2 Mkt. Cap ($mm) $4,228 Div.  $0.82 $1.03 $1.04 $1.08 
Float O/S (mm) 169.2 Float Cap ($mm) $4,228 EV ($mm) $10,012 $10,534 $11,407 $11,899 
Wkly Vol (000s) 2,736 Wkly $ Vol (mm) $66.1 EBITDA ($mm) $810 $1,034 $1,195 $1,313 
Net Debt ($mm) $5,393 Next Rep. Date 05-Nov  (E) EV/EBITDA  12.4x 10.2x 9.5x 9.1x 
 

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 7.2% 8.3% 8.3% 8.7% 
2007A $0.40  $0.31  $0.20  $0.46 Book Value ($) $16.72 $18.00 $18.53 $19.13 
2008A $0.58  $0.28  $0.26  $0.48 D/Tot. Cap. (%) 65.6% 62.6% 64.9% 65.8% 
2009E $0.53 a $0.31 a $0.22  $0.48 Reg. ROE (%) na na na na 
 

Notes: EPS estimates are diluted; Quarterly numbers are basic Disclosures: 2, 3, 7, 9, 10AC 
 
 

 

5

10

15

20

25

30

5

10

15

20

25

30
Quarterly Price

22

24

26

28

22

24

26

28

Weekly Price; 40/200 Day M. Avg.

1

2

1

2
Earnings (4 Quarter Trailing)

0

20

0

20
Volume (mln)

1980 1985 1990 1995 2000 2005

100

200

100

200

FTS Relative to S&P/TSX Comp.
FTS Relative to Electric Utilities

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
2008 2009

1.4

1.6

1.4

1.6

 IBES 2009FY Mean EPS ( Aug 09 =  1.50 )
 IBES 2010FY Mean EPS ( Aug 09 =  1.61 )



 

 Research Fact Sheet  

greater than our estimate), both of which benefitted from 
lower-than-expected income tax expenses.  Earnings from 
the remainder of the company’s business segments were 
generally in line with expectations.  
Corporate Developments – During Q2/09, FortisAlberta, 
the Terasen Companies and Newfoundland Power all filed 
rate applications with their respective regulators.  In 
addition, all of these utilities are currently engaged in cost of 
capital reviews.  Decisions on these applications and cost of 
capital proceedings are expected in late 2009 or early 2010. 
Fortis has increased its capital expenditure estimate by $500 
million and the company is now planning to invest 
approximately $5 billion during the next five years.  
Approximately 70% of the total relates to planned capital 
expenditures at the regulated electric utilities, 25% relates to 

the Terasen Companies, and 5% relates to Forts’ non-
regulated businesses. 
Forecasts – Our diluted EPS estimates are $1.51 in 2009 
and $1.63 in 2010. 
Valuation – Our target price of $29 is based on a weighted 
valuation approach: 15x diluted 2010E EPS of $1.63 
(12.5%); 1.75x 2010E BVPS of $19.13 (12.5%); and a 
target yield of 3.75%, assuming 2010E dividends per share 
of $1.08.   
Recommendation – We believe that Fortis’s shares are 
attractively valued, considering the company’s relatively 
low-risk, diversified business model. Our rating is 
Outperform. Member of Top 15 Income and Value stock 
selections. 
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.58    16  1.04   4.2     66  18.02   1.4     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   8.6  14.0  15.4

10 Year:  12.0   8.7  10.5
20 Year:   4.8   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q2/2009.
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Date Rating Change Share Price

1 24-Nov-06 OP  to Mkt $28.20

2 3-Jan-07 Mkt  to NR $29.51

3 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in 
regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 
securities or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO 
NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the 
preparation of research reports and the independence of analysts. “BMO Capital Markets” is a trade name used by the BMO Investment Banking 
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or 
its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO 
NB research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions, 
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change 
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are 
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd 
or its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any 
investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research 
analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM 
Ltd. and its affiliates, which includes the overall profitability of investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to 
receive or will seek compensation for investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO 
CM Ltd. or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM 
Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in 
options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital 
Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or 
not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 
12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services 
within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings (June 11, 2009) 
Rating BMO BMO BMO  Starmine 
Category Rating Universe I.B. Clients * Universe ** 
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Buy Outperform 31% 46%  46% 
Hold Market Perform 57% 47%  46% 
Sell Underperform 12% 7%  8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for 
each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers 
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, 
income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns 
Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
“relevant persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
 
 



FOf"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Price (10-Sep) $24.99 52-Week High $28.00
Target Price $29.00 52-Week Low $20.70

Dividend $1.04 Book Value $18.02
Yield 4.2% Price/Book 1.4x

September 10, 2009
Research Fact Sheet
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

(FY-Dec.) 2007A 2008A 2009E 2010E

EPS $1.29 $1.56 $1.51 $1.63
P/E 16.5x 15.3x

CFPS $2.71 $4.21 $3.81 $4.28
P/CEPS 6.6x 5.8x

Shares O/S (mm) 169.2 Mkt. Cap ($mm) $4,228 Div. $0.82 $1.03 $1.04 $1.08
Float O/S (mm) 169.2 Float Cap ($mm) $4,228 EV ($mm) $10,012 $10,534 $11,407 $11,899
Wkly Vol (OOOs) 2,736 Wkly $Vol (mm) $66.1 EBITDA ($mm) $810 $1,034 $1,195 $1,313
Net Debt ($mm) $5,393 Next Rep. Date 05-Nov (E) EV/EBITDA 12.4x 10.2x 9.5x 9.1x

Quarteriv EPS Q1 Q2 Q3 Q4 ROE (°/a) 7.2% 8.3% 8.3% 8.7%
2007A $0.40 $0.31 $0.20 $0.46 Book Value ($) $16.72 $18.00 $18.53 $19.13
2008A $0.58 $0.28 $0.26 $0.48 D/Tot. Cap. (%) 65.6% 62.6% 64.9% 65.8%
2009E $0.53 a $0.31 a $0.22 $0.48 Reg. ROE (%) na na na na

NOteS: EPS estimates are diluted; Quarterly numbers are basic Di5CIO5u~B5: 2, 3, 7, 9, 10AC
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Company Description -Fortis is a publicly listed holding Turks and Caicos (100%, Turks and Caicos), FortisAlberta

company with four• key businesses: electric utility (100%, Alberta) and FortisBC (100%, British Columbia).

operations, regulated natural gas distribution, non-regulated Website: fortisinc.con2

electric power generation and non-utility property activities. Recent Results - Fortis Inc. reported Q2/09 EPS of $0.31
Electric power operations include Newfoundland Power versus our estimate of $0.26 and the First Call Mean of
(100%, Newfoundland), Maritime Electric (100%, PEI), $0.27. The difference between actual and expected results
Fortis Ontario (100%, Ontario), Belize Electricity (70.1%, was due to strong earnings at Terasen Gas ($0.03/share
Belize), Caribbean Utilities (56%, Grand Cayman Island), greater than our estimate) and FortisAlberta ($0.03/share
This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst
under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



greater than our estimate), both of which benefitted from
lower-than-expected income tax expenses. Earnings from
the remainder of the company's business segments were
generally in line with expectations.

Corporate Developments — During Q2/09, FortisAlberta,
the Terasen Companies and Newfoundland Power all filed
rate applications with their respective regulators. In
addition, all of these utilities are currently engaged in cost of
capital reviews. Decisions on these applications and cost of
capital proceedings are expected in late 2009 ar early 2010.

Fortis has increased its capital expenditure estimate by $500
million and the company is now planning to invest
approximately $5 billion during the next five years.
Approximately 70% of the total relates to planned capital
expenditures at the regulated electric utilities, 25%relates to

Research Fact Sheet

the Terasen Companies, and 5% relates to Forts' non-
regulatedbusinesses..

Forecasts —Our diluted EPS estimates are $1.51 in 2009
and $1.63 in 2010.

Valuation —Our target price of $29 is based on a weighted
valuation approach: 15x diluted 2010E EPS of $1.63
(12.5%); 1.75x 2010E BVPS of $19.13 (12.5%); and a
target yield of 3.75%, assuming 2010E dividends per share
of $1.08.

Recommendation — We believe that Fortis's shares are
attractively valued, considering the company's relatively
low-risk, diversified business model. Our rating is
Outperform. Member of Top 15 Income and Value stock
selections.

BMO ~ Capital Markets
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Fortis Inc. (FTS)
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~~ 0 1.4 1.4

~ 0EPS (4 Qtr Trailing) BMO 2010FY EPS (Aug 09 = 1.63
Price /Earnings -3 ---- IBES 2010FY Cons.EPS (Aug 09 = 1.61 )2 40

1 -------1 ~ Za
°-- - .__, __ ~

1985 1990 1995 2000 2005 2007 2D08 2009

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 3-Oct-06 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 24-Nov-06 OP to Mkt $28.20

1991 0.60 10 0.37 62 61 5.01 1.2 12 2 3-Jan-07 Mkt to NR $29.51
1992
1993

0.64
0.64

10
11

0.36
0.40

62 60 528
5.6 63 5.53

1.2
1.3

12
12 3 19-Feb-07 NR to OP $27.94

1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 O.fi3 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.4D 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 67 16.69 1.7 9
20D8 1.56 15 1.00 4.1 62 20.05 12 8

Current* 1.58 16 1.04 42 66 18.02 1.4 9

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year: 8.6 14.E 15.4
10 Year: 12.0 8.7 10.5
20 Year: 4.8 5.7 7.6

`CurrentEPS is the 4 Quarter Trailing to Q2/2009.
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BMO Capital Markets Disclosure Statement

Company Risk Disclosure

In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes in
regulation may adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and
assets may be damaged by hurricanes and/or tropical storms.

Analyst's Certification

I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this report.

General Disclosure

The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., collectively (`BMO
NB") and BMO Capital Markets Limited (U.K.), (`BMO CM Ltd"). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the
preparation of research reports and the independence of analysts. "BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMQ NB in Canada, BMO Capital Markets Ltd. in the U.K. and
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or
its subsidiaries (`BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO
NB research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein.. The opinions,
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representarion or
warranty, express or implied, in respect thereof, takes no responsibility for anq errors and omissions contained herein and accepts no liability
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd
or its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any
investor. This material is for information purposes only and is not an offer to sell or the solicitarion of an offer to buy any security. The research
analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM
Ltd. and its affiliates, which includes the overall profitability of inveshnent banking services. BMO NB, BMO CM Ltd., or its affiliates expect to
receive or will seek compensation for investrnent backing services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO
CM Ltd. or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM
Ltd. or its affiliates, officers,. directors or employees may have a long or short position in the securities discussed herein, related securities or in
options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital
Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or
not to buy or sell securities of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NS has undertaken an underwriting liability with respect to flus issuer within the past 12 months.

Disclosure 3: BMO NB has provided investrnent banking services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past
12 months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services
within the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Investment Backing Services &Non-Securities Related Services.

Distribution of Ratings (June 11, 2009)

Rating BMO BA'IO BMO Starmine
Category Rating Universe I.B. Clients x Universe''*
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BMO Capital Markets Disclosure Statement

Buy Outperform 31% 46% 46%
Hold Market Perform 57% 47% 46%
Sell Underperform 12% 7% 8%
* Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services.
**Reflects rating distribution of all North American equity reseazch analysts.

Ratings Key

We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the mazket;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers
relative to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objecrives (large, small, growth, value,
income and quantitative) have replaced the Top Pick rating.

Dissemination of Research

Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or
institutional salesperson for more information.

Conflict Statement

A general description of how BMO Financial Group identifies and manages conflicts of interest is contauied in our public facing policy for managing
conflicts of interest in connection with inveshnent research which is available at:
http://research-ca.bmocapitalmarkets.com/conflict statement~ublic.asp

Additional Matters

TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Monh~eal. Any U.S. person
wishing to effect transacfions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMQ Nesbitt Burns
Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together refereed to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd. are Members of CIPF. BMO Capital Markets Corp. and BMO Nesbitt Burns Securities
Ltd. are Members of SIPC.

"BMQ Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence.
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Fortis Inc
(FTS-TSX)

Stock Rating: Outperform
Stock Price: $25.40
Target Price: $29.00

Member of: Top 15 Value Stock Selections
Top 15 Income Stock Selections

Q3/09 Results in Line

Impact Neutral

November 5, 2009
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA

Details &Analysis Fortis reported Q3/09 EPS of $0.21, consistent with our estimate of $0.22
and the First Call Mean of $0.21 (range $0.19-0.23). The company's

regulated utilities in Canada appear to be perfoilning well and better-than-
expected results at Fortis Alberta and the Terasen Gas Companies were
offset by slightly lower-than-expected results at Caribbean Utilities, Fortis
Generation and Fortis Properties. Broad capital expenditure forecasts
were maintained: Fortis continues to expect capital expenditures of over
$1 billion in 2009 and approximately $5 billion over the five-year period

of 2009-2013.

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered
as a research analyst under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 4.

Brief Research Note •Page 1
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1985 1990 1995 2000 2005

FYE EPS PIE DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.S 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4,7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7:49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 fit 20.05 12 8

Current` 1.58 16 1.04 4.1 66. 18.02 1.4 9

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year: 8.5 14.0 15.4
10 Year: 11.8. 8.7 10.5
20 Year: 5.0 5.7 7.6

`Current EPS is the 4 Quarter Trailing to Q2/2009
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3 19-Feb-07 NR to OP $27.94
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Company Risk Disclosure

In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this
company. Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &
Belize) agencies. Changes in regulation may adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties.
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms.

Analyst's Certification

I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about
the subject securifies or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this report.

General Disclosure

The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd,
collecfively (BMO NB") and BMO Capital Markets Limited (U.K.), (`BMO CM Ltd"). BMO NB and BMO CM Ltd.. are not
subject to U.S. rules with regard to the preparation of research reports and the independence of analysts. "BMO Capital Markets"
is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its.
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U:S. BMO
Capital Markets Ltd, and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein.
The opinions, estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this
report and are subject to change without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and
complete. However, BMO NB and BMO CM Ltd. make no representation or warranTy, express or implied, in respect thereof,
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its affiliates
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular
inveshnent needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an
offer to buy any security. The research analyst and/or associates who prepared this report are compensated based upon (among
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of
inveshnent banking services. BMO NB, BMO CM Ltd., ar its afFiliates expect to receive or will seek compensation for
investment batikiitg services withni the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO
CM Ltd. or its affiliates, officers, directors or employees may have a long or short position m the securities discussed herein,
related securities or in options, futures or other derivative inshuvients based thereon. The reader should assume that BMO NB,
BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect to ttus issuer within the past 12 months.

Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for inveshnent banking services from this
issuer within the past 12 months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment
backing services within the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate
within the past 12 months: Inveshnent Baukiug Services &Non-Securities Related Services.
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Distribution of Ratings (Sept. 10, 2009)
Rating BMO BMO BMO Starmine
Category Rating Universe I.B. Clients* Universe**
Buy Outperform 36% 48% 48%
Hold Market Perform 55% 48% 44%
Sell Underperform 9% 4% 8%
* Reflects rating distriburion of all companies where BMO Capital Markets has received compensation for Investment Banking

services.
** Reflects rating distribution of all North American equity research analysts.

Ratings Key

We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;

NR = No rating at this time;
R =Restricted –Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as
appropriate for each company. Prior Yo September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks
we felt would be the best performers relative to the market. Our sis Top 15 lists which guide investors to our best ideas according
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating.

Dissemination of Research

Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our
research via. FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all
BMO NB, BMO Capital Markets Ltd., BMQ Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled
to om• research. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement

A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing
policy for managing conflicts of interest in connecrion with inveshnent research which is available at:
http://research-ca.bmocapitalmarkets.com/conflict statement~ublic.asp

Additional Matters

TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates. of BMO NB, furnish
fliis report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of
Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Lunited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only be issued or
passed on to, (n persons who have professional experience in matters relating to inveshnents falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ̀ `Order") or (Ii) high net worth entities falling
within Article 49(2)(a) to (d) of the Order (a11 such persons together refereed to as "relevant persons"). The contents hereof are
not intended for the use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd. are Members of CIPF. BMO Capital Markets Corp. and BMO
Nesbitt Bums Securities Ltd. are Members of SIPC.

"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

'BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence.
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Fortis Inc 
(FTS-TSX) 
 
Stock Rating: Outperform 
Stock Price: $25.40 
Target Price: $29.00 
 

Member of: Top 15 Value Stock Selections 
 Top 15 Income Stock Selections 

November 5, 2009 
Brief Research Note 
Gas & Electric Utilities 
 

Michael McGowan, CA, CFA 
(416) 359-5807 
Michael.McGowan@bmo.com 
Assoc: Mark Laing, CA 
 

 

Q3/09 Results in Line 
   

Impact  Neutral 
   

Details & Analysis  Fortis reported Q3/09 EPS of $0.21, consistent with our estimate of $0.22
and the First Call Mean of $0.21 (range $0.19-0.23).  The company’s 
regulated utilities in Canada appear to be performing well and better-than-
expected results at Fortis Alberta and the Terasen Gas Companies were
offset by slightly lower-than-expected results at Caribbean Utilities, Fortis 
Generation and Fortis Properties.  Broad capital expenditure forecasts 
were maintained:  Fortis continues to expect capital expenditures of over
$1 billion in 2009 and approximately $5 billion over the five-year period 
of 2009-2013. 

 
 
 

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered 
as a research analyst under FINRA rules.  For disclosure statements, including the Analyst's Certification, please refer to 
pages 2 to 4. 
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Fortis Inc. (FTS)

Last Daily Data Point: November 4, 2009
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.58    16  1.04   4.1     66  18.02   1.4     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   8.5  14.0  15.4

10 Year:  11.8   8.7  10.5
20 Year:   5.0   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q2/2009.
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FTS - Rating as of 24-Nov-06 = OP

Date Rating Change Share Price

1 24-Nov-06 OP  to Mkt $28.20

2 3-Jan-07 Mkt  to NR $29.51

3 19-Feb-07 NR  to OP $27.94
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this 
company.  Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & 
Belize) agencies.  Changes in regulation may adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. 
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's 
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst's Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., 
collectively (“BMO NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not 
subject to U.S. rules with regard to the preparation of research reports and the independence of analysts. “BMO Capital Markets” 
is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its 
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO 
Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries (“BMO 
Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB 
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. 
The opinions, estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this 
report and are subject to change without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been 
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and 
complete. However, BMO NB and BMO CM Ltd. make no representation or warranty, express or implied, in respect thereof, 
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from 
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its affiliates 
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment 
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular 
investment needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an 
offer to buy any security. The research analyst and/or associates who prepared this report are compensated based upon (among 
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of 
investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will seek compensation for 
investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO 
CM Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, 
related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO NB, 
BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of Montreal or their affiliates may have a conflict of interest and 
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this 
issuer within the past 12 months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment 
banking services within the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate 
within the past 12 months:  Investment Banking Services & Non-Securities Related Services. 
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Distribution of Ratings (Sept. 10, 2009) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 36% 48% 48% 
Hold Market Perform 55% 48% 44% 
Sell Underperform 9% 4% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking 
      services. 
** Reflects rating distribution of all North American equity research analysts. 
 
Ratings Key 
We use the following ratings system definitions: 
OP = Outperform - Forecast to outperform the market; 
Mkt = Market Perform - Forecast to perform roughly in line with the market; 
Und = Underperform - Forecast to underperform the market; 
(S) = speculative investment; 
NR = No rating at this time; 
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 
appropriate for each company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks 
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according 
to six different objectives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our 
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all 
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled 
to our research. Please contact your investment advisor or institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing 
policy for managing conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish 
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of 
Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and 
regulated by the Financial Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or 
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling 
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”).  The contents hereof are 
not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO 
Nesbitt Burns Securities Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 

Brief Research Note • Page 4 



FOI"tIS ~1'1C.
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Value Stock Selections
Top 15 Income Stock Selections

Q3/09 Results in Line;
Maintaining Outperform Rating

Event

Fortis reported Q3/09 EPS of $0.21, consistent with our estimate of $0.22 and

the First Call Mean of $0.21 (range $0.19-0.23). The company's regulated

utilities in Canada appear to be performing well and better-than-expected results

at Fortis Alberta and the Terasen Gas Companies were offset by slightly lower-

than-expected results at the Caribbean utility companies (primarily Belize

Electricity Limited and Fortis Turks and Caicos), Fortis Generation and Fortis

Properties.

Impact

Neutral.

Forecasts

There are no changes to our estimates.

of $1.75.

Valuation

We are introducing 2011E diluted EPS

Our revised target price of $30 is based on a weighted valuation approach: 15x

diluted 2011E EPS of $1.75 (12.5%); 1.75x 2011E BVPS of $19.68 (12.5%)

and a target yield of 3.75%, assuming 2011E dividends per share of $1.08

(75%). The increase in our target price to $30 from $29 results from applying

current valuation multiples to our 2011E estimates.

Recommendation

We believe Fortis' shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

November 6, 2009
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA

Price (5-Nov) $25.40 52-Week High $28.00
Target Price $30.001' 52-Week Low $21.52

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share
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Last Data Point: November 4, 2009

(FY-Dec.) 2007A 2008A 2009E 2010E

EPS $1.29 $1.56 $1.51 $1.63
P/E 16.Sx 15.6x

CFPS $2.71 $421 $3.81 $428
P/CEPS 67x 5.9x

Div. $0.82 $1.03 $1.04 $1.08
EV ($mm) $10,012 $10,534 $11,477 $11,968
EBITDA ($mm) $809.8 $1,034.0 $1,196.3 $1,276.0
EV/EBITDA 12.4x 10.2x 9.6x 9.4x

Quarterly EPS Q1 Q2 Q3 Q4

2007A $0.40 $0.31 $0.20 $0.46
2008A $0.58 $028 $0.26 $0.48
2009E $0.53a $0.31a $0.21a $0.48

Dividend $1.04 Yield 4.1%
Book Value $18.16 Price/Book 1.4x
Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,335
Float O/S (mm) 169.0 Float Cap ($mm) $4,291
Wkly Vol (OOOs) 2,517 Wkly $Vol (mm) $61.3
Net Debt ($mm) $6,030.0 Next Rep. Date 04-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2009E
$1.51; 2010E: $1.62

Changes Target
$29.00 to $30.00

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst
under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 8.



BMO Capital Markets Fortis Inc.

Q3/09 Results in Line; Receipt of Regulatory Decisions
Expected to Commence During Q4

Fortis reported Q3/09 EPS of $0.21, consistent with our estimate of $022 and the First Call

Mean of $0.21 (range $0.19-0.23). The company's regulated utilities in Canada appear to be

performing well and better-than-expected results at Fortis Alberta and the Terasen Gas

Companies were offset by slightly lower-than-expected results at the Caribbean utility

companies (primarily Belize Electricity Limited and Fortis Turks and Caicos), Fortis

Generation and Fortis Properties.

We anticipate that Q4/09 will be active from a regulatory perspective. A decision on the

Alberta Utilities Commission's Generic Cost of Capital proceeding is expected in mid-
November, and a decision on Newfoundland Power's 2010 rate application is expected by the

end of the year. It is also possible that the British Columbia Utilities Commission issues a

decision on the Terasen Gas ROE and capital structure application by December 31.

Our estimates do not assume that provincial regulators grant the requested changes to capital

structure and deemed return on equity. We believe, however, that the capital structure/deemed
ROE proceedings are positive for regulated utilities in Canada, as they signify that regulators

are willing to address the possibility that the current method of setting regulated rates of return

inay not adequately compensate investors for the risks they are incurring.

We are maintainuig our Outperform rating as we continue to believe that Fortis' shares are
attractively valued, considering the company's low-risk, diversified business model.

Our revised target price of $30 is based on a weighted valuation approach: 15x diluted 2011E

EPS of $1.75 (12.5%); 1.75x 2011E BVPS of $19.68 (12.5%) and a target yield of 3.75%,
assuming 2011E dividends per share of $1.08 (75%). The increase in our target price to $30
from $29 results from applying current valuation multiples to our 201 lE estimates.
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Q3/09 Results

As set out in Table 1, Q3/09 GAAP net income of $36 million was $5.5 million less than

comparable income of $41.5 million reported in Q3/08. In order to present Q3/08 results on a

comparable basis, Q3/08 GAAP income was adjusted fora $7.5 million tax recovery regarding

a settlement related to interprovincial tax legislation. Approximately $5.5 million of this

amount related to the Terasen Gas companies while $2 million was allocated to the corporate

segment.

A discussion of the operating performance of each business segment follows below.

Table 1: Historical Q3 Income by Business Segment

X3109 43109 Q3/OS
GAAP Adjusted Adjusted Variance

Earnings Earnings Q3108 Adj. Earnings g3/09 Adj, vs. Variance
($mm) Adj. ($mm) ($mm) GAAP ($mm) ($mm) Q3108 Adj.

Regulated Gas Utilities - Canadian

Terasen Gas Companies (3.0) - (3.0) 1.0 (5.5) (4.5) 1.5 -33.3

Regulated Electric Utilities -Canadian

FortisAlberta 16.0 - 16.0 17.0 - 17.0 (1.0) -5.9%

FortisBC 8.0 - B.0 8.0 - 8.0 0.0 0.0%

Newfoundland Power 7.0 - 7.0 8.0 - 8.0 (1.0) -12.5%

Other Canadian 5.0 5.0 5.0 5.0 0.0 0.0%
36.0 - 36.0 38.0 (5.5) 32.5 3.5 10.8

Regulated Electric Utilities -Caribbean 7.0 7.0 7.0 - 7.0 0.0 0.0%

Non-Regulated -Fortis Generation 4.0 - 4.0 9.0 - 9.0 (5.0) -55.6%

Non-Regulated -Fortis Properties 9.0 - 9.0 9.0 - 9.0 0.0 0.0%

Corporate and Other (17.0) (17.0) (15.0) (2.0) (17.0) 0.0 0.0%

36.0 0.0 36.0 49.0 (7.5) 41.5 5.5 -13.3Net Earnings Applicable to Common Shares

~~~~~r. o~~~~~ap~~e~ ~~~a~~r~~, ~~~~~Nd~~y R~N~~~~

Regulated Gas Utilities - Terasen Gas Companies

The Q3/09 net loss of $3 million from Terasen Gas was lower than our estimate of a $4.7

million loss and a comparable net loss of $5.5 million in Q3/08. The reduced loss in Q3/09 was

primarily the result of a lower effective tax rate and higher customer delivery rates.

Regulated Electric Utilities - FortisAlberta

Q3/09 net income of $16 million exceeded our estimate of $13 million but was slightly lower

than Q3/08 net income of $17 million. The reduction in net income in Q3/09 compared to

Q3/08 was caused by lower corporate income tax recoveries. Q3/08 results included a $3.5

million income tax recovery related to H]/08.

Regulated Electric Utilities - FortisBC

Q3/09 net income of $8 million was consistent with our estimate of $8.7 million and Q3/08 net

income of $8 million.
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Regulated Electric Utilities — Newfoundland Power

Q3/09 net income of $7 million was slightly lower than Q3/08 net income of $8 million but

generally consistent with our estimate of $7.6 million.

Regulated Electric Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $7 million in Q3/09 vs. our

estimate of approximately $9 million and Q3/08 earnings of $7 million. Increased operating

expenses and amortization costs offset increased electricity sales (due to higher-than-normal

temperatures) at the Caribbean utility companies.

Unregulated —Fortis Generation

Fortis Generation reported Q3/09 net income of $4 million, lower than our estimate of $5

million and $5 million lower than Q3/08 net income of $9 million. Approxunately $4 million

of the $5 million variance between Q3/09 and Q3/08 results was largely due to the expiration of

the power-for-water exchange agreement at Rankine hydroelectric generating facility on April

30, 2009. Lower wholesale electricity prices in New York State and reduced production in

Belize also reduced earnings during Q3/09.

Unregulated —Fortis Properties

Fortis Properties reported net income of $9 million which was slightly lower than our estunate

of $9.9 million but consistent with Q3/08 net income of $9 million. Occupancy decreased

slightly to 96.2% at the end of the. quarter vs. 96.6% at the end of Q3/08. Revenue per available

room fell to $89.02 during Q3/09 vs. $93.64 during Q3/08.

Other Items

• There was no change to Fortis' capital expenditure forecast. The company continues to

target capital expenditures of approximately $1 billion in 2009 and total capital

expenditures of appro~mately $5 billion over the five year period from 2009-2013.

• In October, FortisBC filed a preliminary 2010 revenue requirement application. The

company is requesting a rate increase of 4.6% and the application specifies estimated mid-

year rate bases of $872.4 million in 2009E and $975.8 million in 2010E. Please see our

research comment dated August 6, 2009, for a summary of the other regulatory initiatives

currently underway.
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Table 2: Consolidated Summary

OS-Nov-09

Current Price: $25.81

12-Month Target Price: $30.00

ROR: 2a.4 Recommendation'

Fortis Inc.

Michael McGmvan

BMO CapRal Markets

Year Ending December 31
2002 2003 2004 2005 2006 2007 2008 2009E 2010E 2011E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1:53 $1.66 $1.79
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 :$1.33 $129 $1.56 $1.51 $1.63 $1.75

Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $029 $022 $020 $0.1B $020 $~20

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.08 ~o.oe $0.07 $0.07 $0.07 $0.07
CNP/Cornwall Elec/FoRis Ontario $D.14 $024 $020 $0.03 $0.04 $o.03 $0.03 $0.03 $0.04 $x.03

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.17
Fortis Tn~st/Fortls Generation $0.00 $0.00 $0.00 $021 $025 $0.17 $0.19 $0.12 $0.13 $0.13

Belize,BECOL,CUP/Fortis Cari66ean $025 $024 $0.09 $0.18 .$023 $~24 $0.19 $0.16 $0.18 $0.19
FoRisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $x.57 $x.51 $0.53 $O.5B $0.63

Terasen Inc. $0.00 $o.00 $~.00 $o.00 $0.00 $0.31 $0.71 $0.70 $0.72 $0.78
O[her/Corporate ($x.11) ($0.12) ($~28) ($0.30) ($0.33) ($0.41) ($D.45) ($0.41) ($0.42) ($0.43)

Dividends $D.49 $0.52 $0.54 $0.61 $0.67 $O.B2 $1.03 $1.04 $1.08 $1.12
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 6D2% 64.3% 68.0% 652% 62.6%
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137,6 157.4 169.9 170.8 177.2
Net Book Value $8.72 $8.98 $10.47 $11.76 $1226 $16.72 $18.00 $18.40 $18.99 $19.fiB

Market Valuation
Price: High $1328 $15.24 $17.75 $25.64 $30.D0 $30.00 $29.94 - - -

Price: Law $10.76 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 - - -
Price: Curtent - - - - - - - $25.01 - -

P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 - -

P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 - - -

P/E Ratio: Curtent - - - - - - - 16.9 15.6 74.4
Price/Book Value: High 1.5 1.7 1.7 22 2.4 1.8 17 - - -

P~ice/Book Value: Low 1.2 1.3 1.4 1.4 1.7 1.5 1.1 - - -
Price/Book Vaiue: Curtent - - - - - - - ~,q 7.q 1.3

Yield: High Price 3.7% 3.4% 3.0% 2.4% 2.2°h 2.7% 3.4% - - -
Yield: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0%

Yield: Curtent 4.0% 42°10 4.3%

Balance Sheet ($mm)

Debi (S-T) 446.1 421.9 237.3 2182 418.0 1,042.2 607.2 1,317.4 2,0532 2,204.8
DeM (L-T) 583.8 910.7 1;855.8 x,9902 2,558.0 4,623.0 4,884.0 4,980.1 4,727.6 4,701:9

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deterred Credits 61.5 107.5 64.6 195.8 475.6 680.0 739.E 738.0 739.E 739.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 1'15.D 145.0 145.0 145.0 145.0

Preferred Shares 0.0 125.E 321.5 319.5 439.0 439.0 667.0 667.0 667.0 667.0
Canverfi6le Debentures 15.8 24.5 22.9 22.3 63.b 45.E 44.0 44.0 44.0 44.0

Shareholders' Equity 584.2 624.6 1 000.1 1 213.4 1 276.0 2 6 1.0 3 046.0 3 139.3 3 248.0 3 372.4

1,731.2 2,250.9 3,533.6 3,995.0 5,360.6 9,5532 10,132.2 11,041.9 11,623.8 17,874.1
Balance Sheet (% ~

Debt (S-T) 25.8% 18.7°h 6.5% 5.5% 7.8% 10.9% 6.0% 17.9% 17.7%. 18.6%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 47.7% 48.4% 48.2% 45.2°/a 40.7% 39.6%

Deposits DUe 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% D.0% 0.0% 0.0%
Deferted Credds 3.6% 4.8% 1.8% 4.9% 8.9% 7.2% 7.3% 6.7% 6.4% 6.2%
MinorRy Interest 2.3% 1.6% 1.1% 0.9% 2.4% 1.2% 1.4% 1.3% 12% 12%

Preferred Shares 0.0% 5.6% 9.1% B.0% 82% 4.6% 6.6% 6.0% 6.7% 5.6%
Convertble Debentures 0.9% 1.1% 0.6% 0.6% 12% 0.5% 0.4°5 D.4% 0.4% 0.4%

Shareholdefs'EquHy 33.7% 27.7% ZB3% 30A:.5 23_8% 27_2% 30_1% 28.4% 27_9% 28.4°/a
100.0% 100.0% 100.0% i00.0°/ 100.0 100.0% 100.D% 100.0°/n 1D0.0% 100.4%

Income Statement

Net ProfR to Common 63.3 73.6 89.0 119.2 143.2 187.4 252.5 260.E 2832 3062
Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 fi63.~ 6462 727.9 769.3
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1955 1990 1995 2000 2005 ~~ 2007 2008 2009

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 24-Nov-06 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 24-Nov-06 OP to Mkt $28201990 0.62 9 D.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12 2 3-Jan-07 Mkt to NR $29.51
1992 0.64 10 0.38 6.2 60 5.28 12 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12 3 19-Feb-07 NR to OP $27.94
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 66 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 42 74 6.40 1:6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8

Current" 1.58 16 1.04 4.1 66 18.02 1.4 9

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year: 8.5 14.0 15.4
10 Year: 11.8 8.7 10.5
20 Year: 5.0 57 7.6

`Current EPS is the 4 Quarter Trailing to Q2/2009.
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Company Risk Disclosure
In addition to the risks involved in investing in common stocks generally,. we also highlight the following risks that pertain to ttus company. Operations
are subject to complex regulation by a variety of provincial,. state and federal (Canada, Cayman Islands &Belize) agencies. Changes in regulation may
adversely affect performance.

Financial performance depends on the availability of installed generarion and the production of electric power by third parties. Fortis Properties' cash
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and
assets may be damaged by hurricanes and/or tropical storms.

Analysts Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirecfly, related to the speck recommendations or views
expressed in this report.

General Disclosure
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., collectively (``BMO
NB") and BMO Capital Markets Limited (U.K.), ("BMO CM Ltd"). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the
preparation of research reports and the independence of analysts. ̀ BMO Capital Markets" is a trade name used by the BMO Investment Banking
Group, which includes the wholesale ann of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its
subsidiaries ("BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NBA
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions,
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this. report and are subject to change
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe aze
reliable and contain informafion and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or
its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and
because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investar. This
material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The reseazch analyst and/or
associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM Ltd. and its
affiliates, which includes the overall profitability of investment backing services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will
seek compensation for investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM Ltd. or its
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or
other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities
of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months.

Disclosure 3: BMO NB has provided inveshnent banking services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for inveshnent banking services from this issuer within the past 12
months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than inveshnent baukivg services within
the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp.,, BMO CM Ltd. or an affiliate within the past 12
months: Inveshnent Banking Services & Nnn-Securities Related Services.

Distribution of Ratings (Sept. 10, 2009)
Rating BMO BMO BMO Starmine
Category Rating Universe I.B. Clientsx Universe**
Buy Outperform 36% 48% 48%
Hold Market Perform 55% 48% 44%
Sell Underperfonn 9% 4% 8%

* Reflects rating distribufion of all companies where BMO Capital Markets has received compensation for Inveshnent Backing services.
** Reflects rafing distribution of all North American equity research analysts.
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Ratings Key
We use the following ratings system definitions:
OP = Outperforni - Forecast to outperform the mazket;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent;
NR = No raring at this time;
R =Restricted –Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative
to the market. Our sic Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and
quantitative) have replaced the Top Pick rating.

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your inveshnent advisor or
institutional salesperson for snore information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with inveshnent research which is available at:
http://research-ca.bmocapitalmarkets.com/conflict stateinent~ublic.asp

Additional Matters
TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd..

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Mazkets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (In high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd. are Members of CIPF. BMO Capital Markets Corp, and BMO Nesbitt Burns Securities
Ltd. are Members of SIPC.

"BMQ Capital Markets" is a trade-mazk of Bank of Montreal, used under licence.

"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence.
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(FY-Dec.) 2007A 2008A 2009E 2010E 
EPS $1.29  $1.56  $1.51  $1.63 
P/E   16.8x 15.6x 
 
CFPS $2.71  $4.21  $3.81  $4.28 
P/CFPS   6.7x 5.9x 
 
Div.  $0.82 $1.03 $1.04 $1.08 
EV ($mm) $10,012 $10,534 $11,477 $11,968 
EBITDA ($mm) $809.8 $1,034.0 $1,196.3 $1,276.0 
E
 

V/EBITDA 12.4x 10.2x 9.6x 9.4x 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A $0.40  $0.31  $0.20  $0.46 
2008A $0.58  $0.28  $0.26  $0.48 
2009E $0.53a $0.31a $0.21a $0.48 
 
Dividend $1.04 Yield 4.1% 
Book Value $18.16 Price/Book 1.4x 
Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,335 
Float O/S (mm) 169.0 Float Cap ($mm) $4,291 
Wkly Vol (000s) 2,517 Wkly $ Vol (mm) $61.3 
Net Debt ($mm) $6,030.0 Next Rep. Date 04-Feb (E) 

Q3/09 Results in Line; 
Maintaining Outperform Rating 
 

Event 
Fortis reported Q3/09 EPS of $0.21, consistent with our estimate of $0.22 and
the First Call Mean of $0.21 (range $0.19–0.23).  The company’s regulated 
utilities in Canada appear to be performing well and better-than-expected results 
at Fortis Alberta and the Terasen Gas Companies were offset by slightly lower-
than-expected results at the Caribbean utility companies (primarily Belize 
Electricity Limited and Fortis Turks and Caicos), Fortis Generation and Fortis
Properties. 
 
Impact 

Neutral. 
 
Forecasts 
There are no changes to our estimates.  We are introducing 2011E diluted EPS
of $1.75. 
 
Valuation 
Our revised target price of $30 is based on a weighted valuation approach: 15x
diluted 2011E EPS of $1.75 (12.5%); 1.75x 2011E BVPS of $19.68 (12.5%)
and a target yield of 3.75%, assuming 2011E dividends per share of $1.08
(75%).   The increase in our target price to $30 from $29 results from applying 
current valuation multiples to our 2011E estimates. 
 
Recommendation 
We believe Fortis’ shares are attractively valued, considering the company’s
relatively low-risk, diversified business model. Our rating is Outperform. 

Notes: All values in C$; EPS estimates are diluted; Quarterly 
numbers are basic 
Major Shareholders: Widely held 
First Call Mean Estimates: FORTIS INCORPORATED (C$)  2009E: 
$1.51; 2010E: $1.62 

 
 

Changes   Target
                 $29.00 to $30.00 
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Q3/09 Results in Line; Receipt of Regulatory Decisions 
Expected to Commence During Q4 

Fortis reported Q3/09 EPS of $0.21, consistent with our estimate of $0.22 and the First Call 
Mean of $0.21 (range $0.19-0.23).  The company’s regulated utilities in Canada appear to be 
performing well and better-than-expected results at Fortis Alberta and the Terasen Gas 
Companies were offset by slightly lower-than-expected results at the Caribbean utility 
companies (primarily Belize Electricity Limited and Fortis Turks and Caicos), Fortis 
Generation and Fortis Properties. 

We anticipate that Q4/09 will be active from a regulatory perspective.  A decision on the 
Alberta Utilities Commission’s Generic Cost of Capital proceeding is expected in mid-
November, and a decision on Newfoundland Power’s 2010 rate application is expected by the 
end of the year.  It is also possible that the British Columbia Utilities Commission issues a 
decision on the Terasen Gas ROE and capital structure application by December 31.  

Our estimates do not assume that provincial regulators grant the requested changes to capital 
structure and deemed return on equity.  We believe, however, that the capital structure/deemed 
ROE proceedings are positive for regulated utilities in Canada, as they signify that regulators 
are willing to address the possibility that the current method of setting regulated rates of return 
may not adequately compensate investors for the risks they are incurring.  

We are maintaining our Outperform rating as we continue to believe that Fortis’ shares are 
attractively valued, considering the company’s low-risk, diversified business model.  

Our revised target price of $30 is based on a weighted valuation approach: 15x diluted 2011E 
EPS of $1.75 (12.5%); 1.75x 2011E BVPS of $19.68 (12.5%) and a target yield of 3.75%, 
assuming 2011E dividends per share of $1.08 (75%).   The increase in our target price to $30 
from $29 results from applying current valuation multiples to our 2011E estimates. 
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Q3/09 Results 

As set out in Table 1, Q3/09 GAAP net income of $36 million was $5.5 million less than 
comparable income of $41.5 million reported in Q3/08. In order to present Q3/08 results on a 
comparable basis, Q3/08 GAAP income was adjusted for a $7.5 million tax recovery regarding 
a settlement related to interprovincial tax legislation.  Approximately $5.5 million of this 
amount related to the Terasen Gas companies while $2 million was allocated to the corporate 
segment.    

A discussion of the operating performance of each business segment follows below. 

Table 1:  Historical Q3 Income by Business Segment 

Q3/09 
GAAP 

Earnings 
($mm) Adj. ($mm)

Q3/09
Adjusted 
Earnings 

($mm)
Q3/08 
GAAP

Adj. 
($mm)

Q3/08
Adjusted 
Earnings 

($mm)

Variance
Q3/09 Adj. vs. 

Q3/08 Adj.
Variance

 %

Regulated Gas Utilities - Canadian
     Terasen Gas Companies (3.0) -                (3.0) 1.0 (5.5)          (4.5) 1.5 -33.3%
Regulated Electric Utilities - Canadian
     FortisAlberta 16.0 -                16.0 17.0 -               17.0 (1.0) -5.9%
     FortisBC 8.0 -                8.0 8.0 -               8.0 0.0 0.0%
     Newfoundland Power 7.0 -                7.0 8.0 -               8.0 (1.0) -12.5%
     Other Canadian 5.0 -                5.0 5.0 -               5.0 0.0 0.0%

36.0 -                36.0 38.0 (5.5)          32.5 3.5 10.8%
Regulated Electric Utilities - Caribbean 7.0 7.0 7.0 -               7.0 0.0 0.0%
Non-Regulated - Fortis Generation 4.0 -                4.0 9.0 -               9.0 (5.0) -55.6%
Non-Regulated - Fortis Properties 9.0 -                9.0 9.0 -               9.0 0.0 0.0%

Corporate and Other (17.0) -                (17.0) (15.0) (2.0)          (17.0) 0.0 0.0%

Net Earnings Applicable to Common Shares 36.0 0.0 36.0 49.0 (7.5) 41.5 5.5 -13.3%

Source:  BMO Capital Markets, Company Reports

 

Regulated Gas Utilities – Terasen Gas Companies 

The Q3/09 net loss of $3 million from Terasen Gas was lower than our estimate of a $4.7 
million loss and a comparable net loss of $5.5 million in Q3/08.  The reduced loss in Q3/09 was 
primarily the result of a lower effective tax rate and higher customer delivery rates. 

Regulated Electric Utilities – FortisAlberta 

Q3/09 net income of $16 million exceeded our estimate of $13 million but was slightly lower 
than Q3/08 net income of $17 million.  The reduction in net income in Q3/09 compared to 
Q3/08 was caused by lower corporate income tax recoveries. Q3/08 results included a $3.5 
million income tax recovery related to H1/08.   

Regulated Electric Utilities – FortisBC 

Q3/09 net income of $8 million was consistent with our estimate of $8.7 million and Q3/08 net 
income of $8 million. 
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Regulated Electric Utilities – Newfoundland Power 

Q3/09 net income of $7 million was slightly lower than Q3/08 net income of $8 million but 
generally consistent with our estimate of $7.6 million.   

Regulated Electric Utilities – Caribbean 

The earnings contribution from the Caribbean business segment was $7 million in Q3/09 vs. our 
estimate of approximately $9 million and Q3/08 earnings of $7 million.   Increased operating 
expenses and amortization costs offset increased electricity sales (due to higher-than-normal 
temperatures) at the Caribbean utility companies. 

Unregulated – Fortis Generation 

Fortis Generation reported Q3/09 net income of $4 million, lower than our estimate of $5 
million and $5 million lower than Q3/08 net income of $9 million.  Approximately $4 million 
of the $5 million variance between Q3/09 and Q3/08 results was largely due to the expiration of 
the power-for-water exchange agreement at Rankine hydroelectric generating facility on April 
30, 2009.  Lower wholesale electricity prices in New York State and reduced production in 
Belize also reduced earnings during Q3/09. 

Unregulated – Fortis Properties 

Fortis Properties reported net income of $9 million which was slightly lower than our estimate 
of $9.9 million but consistent with Q3/08 net income of $9 million.  Occupancy decreased 
slightly to 96.2% at the end of the quarter vs. 96.6% at the end of Q3/08.  Revenue per available 
room fell to $89.02 during Q3/09 vs. $93.64 during Q3/08. 

Other Items 

• There was no change to Fortis’ capital expenditure forecast.  The company continues to 
target capital expenditures of approximately $1 billion in 2009 and total capital 
expenditures of approximately $5 billion over the five year period from 2009–2013. 

• In October, FortisBC filed a preliminary 2010 revenue requirement application.  The 
company is requesting a rate increase of 4.6% and the application specifies estimated mid-
year rate bases of $872.4 million in 2009E and $975.8 million in 2010E.  Please see our 
research comment dated August 6, 2009, for a summary of the other regulatory initiatives 
currently underway. 
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Table 2:  Consolidated Summary 
05-Nov-09 Michael McGowan

-
-

Current Price: $25.81 BMO Capital Markets
12-Month Target Price: $30.00

ROR: 20.4% Recommendation: Outperform

2002 2003 2004 2005 2006 2007 2008 2009E 2010E 2011E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.53 $1.66 $1.79

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.56 $1.51 $1.63 $1.75

Segmented EPS
Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.20 $0.19 $0.20 $0.20

Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $0.07 $0.07 $0.07 $0.07
CNP/Cornwall Elec/Fortis Ontario $0.14 $0.24 $0.20 $0.03 $0.04 $0.03 $0.03 $0.03 $0.04 $0.03

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.17
Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $0.21 $0.25 $0.17 $0.19 $0.12 $0.13 $0.13

Belize,BECOL,CUP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $0.23 $0.24 $0.19 $0.16 $0.18 $0.19

FortisAlberta/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.51 $0.53 $0.58 $0.63

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.70 $0.72 $0.78

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.45) ($0.41) ($0.42) ($0.43)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.08 $1.12

Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 60.2% 64.2% 68.0% 65.2% 62.6%

Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 157.4 169.9 170.8 171.2

Net Book Value $8.72 $8.98 $10.47 $11.76 $12.26 $16.72 $18.00 $18.40 $18.99 $19.68

Market Valuation
Price:  High $13.28 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 - - -

Price:  Low $10.76 $11.63 $14.23 $17.00 $20.36 $24.50 $20.70 - - -
Price:  Current - - - - - - - $25.81 - -

P/E Ratio:  High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 - - -
P/E Ratio:  Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 - - -

P/E Ratio:  Current - - - - - - - 16.9 15.6 14.4

Price/Book Value:  High 1.5 1.7 1.7 2.2 2.4 1.8 1.7 - - -
Price/Book Value:  Low 1.2 1.3 1.4 1.4 1.7 1.5 1.1 - - -

Price/Book Value:  Current - - - - - - - 1.4 1.4 1.3
Yield:  High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% - -
Yield:  Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% - -

Yield:  Current - - - - - - - 4.0% 4.2% 4.3%

Balance Sheet ($mm)
Debt (S-T) 446.1 421.9 231.3 218.2 418.0 1,042.2 607.2 1,317.4 2,053.2 2,204.8
Debt (L-T) 583.8 910.7 1,855.8 1,990.2 2,558.0 4,623.0 4,884.0 4,990.1 4,727.6 4,701.9

Deposits Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 739.0 739.0 739.0 739.0
Minority Interest 40.0 36.8 37.5 35.7 130.5 115.0 145.0 145.0 145.0 145.0

Preferred Shares 0.0 125.0 321.5 319.5 439.0 439.0 667.0 667.0 667.0 667.0
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0

Shareholders' Equity 584.2 624.6 1,000.1 1,213.4 1,276.0 2,601.0 3,046.0 3,139.3 3,248.0 3,372.4
1,731.2 2,250.9 3,533.6 3,995.0 5,360.6 9,553.2 10,132.2 11,041.8 11,623.8 11,874.1

Balance Sheet (%)
Debt (S-T) 25.8% 18.7% 6.5% 5.5% 7.8% 10.9% 6.0% 11.9% 17.7% 18.6%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 47.7% 48.4% 48.2% 45.2% 40.7% 39.6%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Deferred Credits 3.6% 4.8% 1.8% 4.9% 8.9% 7.2% 7.3% 6.7% 6.4% 6.2%

Minority Interest 2.3% 1.6% 1.1% 0.9% 2.4% 1.2% 1.4% 1.3% 1.2% 1.2%
Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.2% 4.6% 6.6% 6.0% 5.7% 5.6%

Convertible Debentures 0.9% 1.1% 0.6% 0.6% 1.2% 0.5% 0.4% 0.4% 0.4% 0.4%

Shareholders' Equity 33.7% 27.7% 28.3% 30.4% 23.8% 27.2% 30.1% 28.4% 27.9% 28.4%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.0 119.2 143.2 187.4 252.5 260.0 283.2 306.2

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 646.2 727.9 769.3

Year Ending December 31
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.)  $   $   $   %   %     %  

1987     0.52     9  0.31   6.5     60   3.92   1.2    13
1988     0.56     9  0.34   6.8     60   4.16   1.2    14
1989     0.59    10  0.36   6.3     60   4.45   1.3    14
1990     0.62     9  0.37   6.8     60   4.71   1.1    13
1991     0.60    10  0.37   6.2     61   5.01   1.2    12
1992     0.64    10  0.38   6.2     60   5.28   1.2    12
1993     0.64    11  0.40   5.6     63   5.53   1.3    12
1994     0.62    10  0.42   6.5     68   5.82   1.1    11
1995     0.63    11  0.43   6.3     68   6.05   1.1    11
1996     0.59    14  0.43   5.1     73   6.21   1.4    10
1997     0.60    18  0.44   4.2     74   6.40   1.6     9
1998     0.45    21  0.45   4.7 >100   6.63   1.4     7
1999     0.56    14  0.45   5.7     80   6.57   1.2     9
2000     0.60    15  0.46   5.1     77   6.97   1.3     9
2001     0.84    14  0.47   4.0     56   7.49   1.6    12
2002     0.96    13  0.49   3.7     50   8.50   1.5    12
2003     1.03    14  0.52   3.5     49   8.82   1.7    12
2004     0.99    16  0.54   3.1     51  10.45   1.7    10
2005     1.10    21  0.64   2.6     55  11.74   2.1    10
2006     1.33    22  0.76   2.6     55  12.19   2.4    11
2007     1.29    21  0.84   2.9     61  16.69   1.7     9
2008     1.56    15  1.00   4.1     62  20.05   1.2     8

Current*     1.58    16  1.04   4.1     66  18.02   1.4     9

Average:    14   4.9     64   1.4  10.8

Growth(%):
5 Year:   8.5  14.0  15.4

10 Year:  11.8   8.7  10.5
20 Year:   5.0   5.7   7.6

* Current EPS is the 4 Quarter Trailing to Q2/2009.
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FTS - Rating as of 24-Nov-06 = OP

Date Rating Change Share Price

1 24-Nov-06 OP  to Mkt $28.20

2 3-Jan-07 Mkt  to NR $29.51

3 19-Feb-07 NR  to OP $27.94

1.5
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Company Risk Disclosure 
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.  Operations 
are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands & Belize) agencies.  Changes in regulation may 
adversely affect performance. 
Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash 
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and 
assets may be damaged by hurricanes and/or tropical storms. 
 
Analyst’s Certification 
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities 
or issuers.  I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
General Disclosure 
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., collectively (“BMO 
NB”) and BMO Capital Markets Limited (U.K.), (“BMO CM Ltd”). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the 
preparation of research reports and the independence of analysts. “BMO Capital Markets” is a trade name used by the BMO Investment Banking 
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and 
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its 
subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB 
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions, 
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change 
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are 
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or 
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability 
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or 
its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and 
because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This 
material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research analyst and/or 
associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM Ltd. and its 
affiliates, which includes the overall profitability of investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will 
seek compensation for investment banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its 
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM Ltd. or its 
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or 
other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of 
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities 
of issuers discussed herein. 
 
Company Specific Disclosure 
Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months. 
Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months. 
Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12 
months. 
Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within 
the past 12 months. 
Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 
months:  Investment Banking Services & Non-Securities Related Services. 
 
Distribution of Ratings (Sept. 10, 2009) 
Rating BMO BMO BMO Starmine 
Category Rating Universe I.B. Clients* Universe** 
Buy Outperform 36% 48% 48% 
Hold Market Perform 55% 48% 44% 
Sell Underperform 9% 4% 8% 
*   Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services. 
** Reflects rating distribution of all North American equity research analysts. 
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Ratings Key 
We use the following ratings system definitions:  
OP = Outperform - Forecast to outperform the market;  
Mkt = Market Perform - Forecast to perform roughly in line with the market;  
Und = Underperform - Forecast to underperform the market;  
(S) = speculative investment;  
NR = No rating at this time;  
R = Restricted – Dissemination of research is currently restricted. 
 
Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each 
company.  Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative 
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and 
quantitative) have replaced the Top Pick rating. 
 
Dissemination of Research 
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST 
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO 
Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your investment advisor or 
institutional salesperson for more information. 
 
Conflict Statement 
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing 
conflicts of interest in connection with investment research which is available at: 
http://research-ca.bmocapitalmarkets.com/conflict_statement_public.asp 
 
Additional Matters 
TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. 
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing 
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.   
 
TO U.K. RESIDENTS:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial 
Services Authority.  The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “Order”) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant 
persons”).  The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients. 
 
BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée/Ltd.  are Members of CIPF.  BMO Capital Markets Corp. and BMO Nesbitt Burns Securities 
Ltd. are Members of SIPC. 
 
"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.   
"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. 
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Increasing Estimates to Reflect Alberta Cost of
Capital Decision

Event

On November 12, the Alberta Utilities Commission (AUC) released its decision

on the 2009 Generic Cost of Capital Hearing. Pursuant to the decision, the

AUC increased the generic cost of capital to 9.00% from 8.75°/o for the years

2009-2010 and on an interim basis for 2011. The AUC also increased

FortisAlberta's deemed equiTy thickness to 41% from 37%. For additional

details, please see our research comment titled, "Alberta Cost of Capital

Decision Results in Increases to ROE and Deemed Equity" published on

November 16, 2009.

Impact

Slightly Positive.

Forecasts

We have updated our estimates to reflect the AUC decision. Our 2009E EPS

increases to $].54 from $1.51, our 2010E EPS increases to $1.67 from $1.63

and our 2011E EPS increases to $1.79 from $1.75.

Valuation

Our target price of $30 is based on a weighted valuation approach: 15x diluted

2011E EPS of $1.79 (12.5%); 1.75x 2011E BVPS of $19.80 (12.5%) and a

target yield of 3.75%, assuming 2011E dividends per share of $1.12 (75%).

Recommendation

We believe Fortis's shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperfornl.

November 16, 2009
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Price (13-Nov) $26.60 52-Week High $28.00
Target Price $30.00 52-Week Low $21.52

Fortis InC. (FTS)
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(FY-Dec.) 2007A 2008A 2009E 2010E

EPS $1.29 $1.56 $1.541' $1.67'
P/E 17.3x 15.9x

CFPS $2.71 $4.21 $3.81 $428
P/CEPS 7.Ox 6.2x

Div. $0.82 $1.03 $1.04 $1.08
EV ($mm) $10,012 $10,534 $11,683 $12,181
EBITDA ($mm) $809.8 $1,034.0 $1,196.3 $1,276.0
EV/EBITDA 12.4x 10.2x 9.8x 9.Sx

Quarterly EPS Q1 Q2 Q3 Q4

2007A $0.40 $0.31 $0.20 $0.46
2008A $0.58 $0.28 $0.26 $0.48
2009E $0.53a $0.31a $0.21a $0.5~T

Dividend $1.04 Yield 3.9%
Book Value $18.16 Price/Book 1.Sx
Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,539
Float O/S (mm) 169.0 Float Cap ($mm) $4,494
Wkly Vol (OOOs) 2,470 Wkly $Vol (mm) $60.0
Net Debt ($mm) $6,030.0 Next Rep. Date 04-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2009E
$1.50; 2010E: $1.61

Changes Annual EPS Quarterly EPS
2009E $1.51 to $1.54 Q4/09E $0.48 to $0.51
2010E $1.63 to $1.67

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst
under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



BMO Capital Markets

Table 1: Consolidated Summary

16Nov-09

Curtent Price: $26:60

12-Month Target Pnce: $30.00
R(]R' 'IF.R~

Fortis Inc.

Michael McGowan

BMO CapRal Markets

Year Ending December 31

2002 2003 2004 2005 2006 2007 2008 2009E 2010E 2011E
Total Earnings Per Share $0.97 $1.~6 $1.05 $1.17 $1.38 $1.36 $7.60 $1.56 $1.70 $1.83

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $7.33 $129 $1.56 $1.54 $1.67 $1.79
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $029 $0.22 $020 $0.19 $x.20 $D20
Maritime Electric $0.10 $0.12 $0.10 $0.09 $0.09 $4.08 $0.07 $0.07 $0.07 $x.07

CNP/Cornwall Elec/Fortis Ontario $0.14 $024 $020 $0.03 $0.04 $0.03 $0.03 $a.03 $x.04 $D.03
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $D.17

Fortis Trust/Fortis Generation $0.00 $0.00 $0.00 $027 $025 $0.17 $0.19 $0.12 $x.13 $0.13
Belize,BECOL,CUP/Fortis Caribbean $0.25 $024 $0.09 $0.18 $023 $024 $0.19 $0.16 $0.18 $0.19

FortisAlberta/FoRisBC $0.00 $0.00 $0.43 $0.54 $0.86 $0.57 $0.51 $0:56 $0.62 $0.67

Terasen Inc. $0.00 $0.00 $0.00 $O.DO $Q00 $x.31 $0.71 $0.70 $0.72 $0.78
Other/Corporate ($0.11) ($0.12) ($028) ($0.30) ($0.33) ($x.47) ($x.45) ($0.41) ($0.42) ($0.43)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.08 $1.12
Payout Ratio 49.9% 48.9°/ 51.4% 52.3% 48.5% 602% 642% 66.5% 63.7% 612%
Average Shares (mm) 65.1 692 B4.7 101.8 103.6 137.6 157.4 169.9 17.8 1772
Net Book Value $8.72 $8.98 $10.47 $11.76 $1226 $16.72 $18.00 $18.43 $19.07 $19.80

Market Valuation

Price: High $1328 $1524 $17.75 $25.64 $30.00 $30.00 $29.94 - -

Price: Low $10.76 $11.63 $1423 $17.00 $20.36 $24.50 820.70 - - -

Price: Current - - - - - - - $26.60 - -

P/E Ratio: High 13.7 14:3 16.9 21.9 21.7 22.E 18.7 - - -
P/E Ratio: Low 11.1 10.9 13.5 74.5 14.7 18.E 12.9 - - -

P/E Ratio: Curtent - - - - - - - 17.0 15.7 14.5

Price/Book Value: High 1:5 1.7 1.7 2.2 2.4 1.8 1.7 - - -
Price/Book Value: Law 1.2 1.3 1.4 1.4 1.7 1.5 1.1 - - -

Price/BOOk Value: Curtent - - - - - - - 1.4 1.4 1.3
Yield: High Price 3.7k 3.4% 3.0% 2.4% 22% 2.7% 3.4% - - -

Yield: Low Price 4.5% 4.5% 3.8% 9.6% 3.3% 3.3% 5.0% - -

Yield: Current 3.9% 4.1% 4.2%

Balance Sheet ($mm)

Debt (S-T) 446.1 421.9 231.3 2182 418.0 1,0422 607.2 1,311.5 2,040.7 2,185.1
Debt (L-n 583.8 970.7 1,855.8 1,9902 2,558.0 4,623.0 4,884.E 4,990.1 4,727.6 4,701.9

Deposits Due 0.0 0.0 0.0 0.0 D.0 0.0 0.0 D.0 0.0 0.0

Deferred Credits 61.5 107.5 64.6 195.8 475.6 688.0 739.0 739.0 739.0 739.0

Minority Interest 44.0 36.8 37.5 35.7 130.5 115.0 145.0 145.0 145.0 145.0

Preferted Shares 0.0 125.0 321.5 319.5 439.0 439.0 667.0 667.0 667.0 6fi7.0
Convertible Debentures 15.0 24.5 22.9 22.3 63.5 45.0 44.0 44 0 44.0 44.0

Shareholders' EquiTy 5842 624.fi 1 000.1 1 213.4 1 276.0 2 601.0 3 a46~. 3 145.2 3 260.4 3 32.1

1,7312 2,250.9.. 3,533.6 3,995.0 5,360.6 9,553.2 10,1322 11,041.8 11,623.8 11,874.1
Balance Sheet (% j

Debt (S-T) 25.8% 18.7% 6.5% 5.5% 7.8% 1~.8% 6.0% 11.9% 17.6% 78.4%
Debt (L-n 33.7% 4~.5% 52.5% 49.8% 47.7% 48.4% 482% 452% 40.7% 39.6%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% o.o% 0.0% D.D% 0.0% O.OYo

Deferted Credks 3.6% 4.B% 1.8% 4.9% 8.9% 72% 7.3% fi.7% 6.4% 62%

Minority Interest 2.3% 1.6% 1.1% 0.9% 2.4% 12% 1.4% 1.3% 12% 12%

Preferted Shares O.D% 5.6% 9.1% 8.0% 82% 4.6% 6.6% 6.D% 5.7% 5.6%
Comerti6le Debentures 0.9% 1.1% 0.6% 0.6% 12% 0.5% 0.4% D.4% 0.4% 0.4%

Shareholtlers'Equity 33.7% 27.7% 28_3% 30.4% 23_8% 272% 30.1% 28_5Y 28_0% 26_6%
100.0% 'I D0.0% 100.x% 100.0% 100.0% 100.0% 100.0% 10D.~% 100.0% 100.0%

Income Statement

Net Profit to Common 63.3 73.6 89.0 1192 143:2 187.4 252.5 265.9 289.7 313.4

Cash Flow from0 erations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 652.1 734.5 776.6

Source: BMO Capital Markets, Company Reports

Page 2 •November 16, 2009
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1985 199D 1995 2000 2005

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
199 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 1 S 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4. 7
1999 0.56 14 0.45 5.7 BO 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8

Current' 1.53 17 1.04 4.1 68 18.16 1.4 8

Average: 14 4.9 64 1.4 10.8

Growth(%):
5 Year: 7.6 14.0 15.5
10 Year: 11.4 8.7 10.6
20 Year: 4.9 5.7 7.7

*Current EPS is the 4 QuarterTrailing to Q3/2009

Page 3 •November 16, 2009

BMO 2009FY EPS (Oct 09 = 1.51 )
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- BMO 2010FY EPS (Oct 09 = 1.63 )
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2007 2008 2009

FTS - Rating as of 5-Deo-06 =Mkt

Date Rating Change Share Price

1 3-Jan-07 Mkt to NR $29.51

2 19-Feb-07 NR to OP $27.94

Last Daily Data Paint: November 13, 2009
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BMO Capital Markets Fortis Inc.

Company Risk Disclosure
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company. Operations
are subject to complex regulation by a variety ofprovincial, state and federal (Canada, Cayman Islands &Belize) agencies, Changes in regulation may
adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and
assets may be damaged by hurricanes and/or tropical storms.

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.

General Disclosure
The information and opinions in this report were prepared by both BMO Nesbitt Burns .Inc. and BMO Nesbitt Burns Ltee./Ltd, collectively (`BMO
NB") and BMO Capital Markets Limited (LT.K.), (`BMO CM Ltd"). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the
preparation of research reports and the independence of analysts. ̀ BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its
subsidiaries ("BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions,.
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information inay be available to BMO NB, BMO CM Ltd or
its affiliates that is not reflected in this report. The informarion in this report is not intended to be used as the primary basis of inveshnent decisions, and
because of individual client objectives, should not be construed as advice designed to meet the particular inveshnent needs of any investor. This
material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research analyst and/or
associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM Ltd. and its
affiliates, which includes the overall profitability of inveshnent banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will
seek compensation for investrnent baukiiig services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM Ltd. or its
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or
other derivative inshimients based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities
of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months.

Disclosure 3: BMO NB has provided inveshnent backing services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment banking services within
the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Investrnent Banking Services & hon-Securities Related Services.

Page 4 •November 16, 2009 
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BMO Capital Markets Fortis Inc.

Distribution of Ratings (Sept. 10, 2009)
Rating BMO BMO BMO Starmine
Category Rating Universe I.B. Clients* Universe**
Buy Outperform 36% 48% 48%
Hold Market Perform 55% 48% 44%
Sell Underperform 9% 4% g°/a
* Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services.
** Reflects rating distribution of all North American equity research analysts.

Ratings Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperfonn - Forecast to underperform the market;
(S) =speculative investment;.
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative
to the market. Our six Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value, income and
quantitative) have replaced the Top Pick rating.

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO
Capital Markets Corp. and BMO Nesbitt Bums Secwities Ltd. client groups entitled to our research. Please contact your investment advisor or
institutional salesperson for more informarion.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with inveshnent research which is available aT:
http://reseazch-ca.bmocapitalmarkets.com/conflict statement~ublic.asp

Additional Matters
TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U:S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/ar BMO Nesbitt Burns Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5} of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together refereed to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on tq retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd. are Members of CIPF. BMO Capital Markets Corp. and BMO Nesbitt Burns Securities
Ltd. are Members of SIPC.

'BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence.

Page 5 •November 16, 2009
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Fortis Inc
(FTS-TSX)

December 13, 2009
Brief Research Note
Gas &Electric Utilities

Stock Rating: Outperform Michael McGowan, CA, CFA
Stock Price: $27.82 (416) 359-5807
Target Price: $30.00 Michael.McGowan@bmo.com

Assoc: Mark Laing, CA
Member of: Top 15 Large Cap Stock Selections

Top 15 Value Stock Selections
Top 15 Income Stock Selections

Ruling Received on Newfoundland Power 2010 Rate Application

Impact Neutral

Details &Analysis On December 11, 2009, the Newfoundland Board of Commissioners of

Public Utilities ("PUB") issued a ruling on Newfoundland Power's (100%

Fortis Inc.) 2010 rate application. Pursuant to the decision., Newfoundland
Power's existing regulated equity thiclrness has been maintained at 45%

and the company will be allowed to earn a regulated return on common
equity of 9.0%. The automatic adjustment formula used to annually reset

regulated ROE will be maintained during 2011 and 2012. Although the

9%ROE allowed by the PUB is below the 11%ROE originally requested
when Newfoundland Power filed its 2010 rate application, it is consistent
with both the regulated ROE of 9% that FortisAlberta was recently

granted during the Alberta Utility Commission's 2009 Generic Cost of

Capital Hearing and the 8.95% ROE that Newfoundland Power was
allowed to earn in 2008 and 2009.

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered
as a research analyst under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 4.

Brief Research Note •Page 1
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1985 1990 1995 2000 2005

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % /o $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 fi0 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.D1 1.2 12
1992 0.64 10 0,38 6.2 60 528 12 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.6D 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.D3 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 SS 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
20D8 1.56 15 1.00 4.1 62 20.05 1.2 8

Current" 1.53 17 1.04 4.0 68 18.16 1.4 8

Average: 14 4.9 64 1.4 10.8

Growth(% ):
S Year: 7.8 14.0 15.5
10 Year: 11.4 8.7 10.6
20 Year: 4.9 5.5 7.7

* Current EPS is the 4 Quarter Trailing to Q3/2009

Brief Research Note •Page 2
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2 19-Feb-07 NR to OP $27.94
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Company Risk Disclosure

In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this
company. Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &
Belize) agencies. Changes in regulation may adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties.
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms.

Analyst's Certification

I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this report.

General Disclosure

The information and opinions in this report were prepared by both BMO Nesbitt Bums Inc. and BMO Nesbitt Burns Ltee./Ltd.,
collecfively ("BMO NB") and BMO Capital Markets Limited (iJ.K.), ("BMO CM Ltd"). BMO NB and BMO CM Ltd. are not
subject to U.S. rules with regard to the preparation of research reports and the independence of analysts. "BMO Capital Markets"
is a trade name used by the BMO Investment Banking Group,. which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO
Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB
reseazch. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein.
The opinions, estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this
report and are subject to change without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and
complete. However, BMO NB and BMO CM Ltd. make no representation or warranty, express or implied, in respect thereof,
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its ~liates
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular
inveshnent needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an
offer to buy any security. The research analyst and/or associates who prepared this report are compensated based upon (among
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of
investment banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will seek compensation for
inveshnent banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. ar its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO
CM Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein,.
related securities or in oprions, futures or other derivative instruments based thereon. The reader should assume that BMO NB,
BMO Capital Markets Ltd., BMO Capital Markets Corp, Bank of Montreal or their affiliates may have a conflict of interest and
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months.

Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation far inveshnent banking services from this
issuer within the. past 12 months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than investment
backing services within the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Mazkets Corp.,. BMO CM Ltd. or an affiliate
within the past 12 months: Investment Banking Services &Non-Securities Related Services.

Distribution of Ratings (Dec. 3, 2009)
Rating BMO BA70 BMO Starmine
Category Rating Universe I.B. Clients* Universe**
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Buy Outperform 40% 50% 50%
Hold Market Perform 51% 46% 43%
Sell Underperform 9% 4% 7%
* Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Inveshnent Banking

services.
** Reflects rating distribution of all North American equity reseazch analysts.

Ratings Key

We use the following ratings system definitions:
OP =Outperform - Forecast to outperfo~n the market;
Mkt =Market Perform - Forecast to perform roughly in line with the. market;
Und = Underperfonn - Forecast to underperform the market;
(S) =speculative investment;

NR = No rating at this time;
R =Restricted –Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as
appropriate for each company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according
to six different objectives (large, sma11, growth, value, income and quantitative) have replaced the Top Pick rating.

Dissemination of Research

Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our
research via FIRST CALL Research Direct and Reuters. All of our research is made widely available at the same time to all
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Bums Securities Ltd. client groups entitled
to our research. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement

A general description of how BMO Financial Group idenfifies and manages conflicts of interest is contained in our public facing
policy for managing conflicts of niterest in connection with investment research which is available at:
http://research-ca.bmocapitalmarkets.com/conflict statement~ublic.asp

Additional Matters

TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish
this report to U.S. residents and accept responsibility for the contents herein, except to the ea~tent that it refers to securities of
Bank of Monh~eal. Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only be issued or
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "Order") or (II) high net worth entities falling
within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant persons"). The contents hereof are
not intended for the use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Lt~e/Ltd. aze Members of CIPF. BMO Capital Markets Corp. and BMO
Nesbitt Burns Securities Ltd. are Members of SIPC.

"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Monh~eal, used under licence.
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FOf''tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

December 3, 2009
Research Fact Sheet
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

(FY-Dec.) 2008A 2009E 2010E 2011E

Price (3-Dec) $26.57 52-Week High $27.13 EPS $1.56 $1.54 $1.67 $1.79
Target Price $30.00 52-Week Low $21.52 P/E 17.3x 15.9x 14.8x

Dividend $1.04 Book Value $18.16 CFPS $4.21 $3.84 $4.30 $4.54
Yield 3.9% Price/Book 1.5x P/CEPS 6.9x 6.2x 5.9x

Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,534 Div. $1.03 $1.04 $1.08 $1.12
Float O/S (mm) 169.0 Float Cap ($mm) $4,489 EV ($mm) $10,534 $11,672 $12,163 $12,291
Wkly Vol (OOOs) 2,344 Wkly $Vol (mm) $56.8 EBITDA ($mm) $1,034.0 $1,196.3 $1,276.0 $1,344.9
Net Debt ($mm) $6,030 Next Rep. Date 4-Feb (E) EV/EBITDA 10.2x 9.8x 9.5x 9.1x

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.3% 8.5% 8.9% 9.2%
2008A $0.58 $0.28 $0.26 $0.48 Book Value ($) $18.00 $18.43 $19.07 $19.80
2009E $0.53 a $0.31 a $0.21 a $0.51 D/Tot. Cap. (%) 62.6% 64.8% 65.6% 65.2%
2010E $0.57 $0.34 $0.24 $0.54 Reg. ROE (%) na na na na

NOtOS: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DiSCIOSU~es: 2, 3,7, 9, 10AC
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Company Description -Fortis is a publicly listed holding Island), Turks and Caicos (100%, Turks and Caicos),

company with four key businesses: electric utility FortisAlberta (100%, Alberta), FortisBC (100%, British

operations, regulated natural gas distribution, non-regulated Columbia) and the Terasen Gas Companies (100%, British

electric power generation and non-utility property activities. Columbia). Website: fortisinc.conz

Gas and electric utility operations include Newfoundland Recent Results -Fortis Inc. reported Q3/09 EPS of $0.21,
Power (100%, Newfoundland), Maritime Electric (100%, consistent with our estimate of $0.22 and the First Call
PEI), Fortis Ontario (100%, Ontario), Belize Electricity Mean of $0.21 (range $0.19-0.23). The company's
(70.1%, Belize), Caribbean Utilities (59.5%, Grand Cayman regulated utilities in Canada appear to be performing well
This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst
under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



and better-than-expected results at Fortis Alberta and the
Terasen Gas Companies were offset. by slightly lower-than-
expected results at the Caribbean utility companies
(primarily Belize Electricity Limited and Fortis Turks and
Caicos), Fortis Generation and Fortis Properties.

Corporate Developments — In October, FortisBC filed a
preliminary 2010 revenue requirement application. The
company is requesting a rate increase of 4.6% and the
application specifies estimated mid-year rate bases of
$872.4 million in 2009E and $975.8 million in 2010E.

On November 12, the Alberta Utilities Commission (AUC)
released its decision on the 2009 Generic Cost of Capital
Hearing. Pursuant to the decision, the AUC increased the
generic cost of capital to 9.00% from 8.75% for the years
2009-2010 and on an interim basis for 2011. The AUC also

Research Fact Sheet

increased FortisAlberta's deemed equity thickness to 41%
from 37%.

Forecasts —Our diluted EPS estimates are $1.54 in 2009,
$1.67 in 2010 and $1.79 in 2011.

Valuation —Our target price of $30 is based on a weighted
valuation approach: 15x diluted 2011E EPS of $1.79
(12.5%); 1.75x 2011E BVPS of $19.80 (12.5%); and a
target yield of 3.75%, assuming 2011E dividends per share
of $1.12.

Recommendation — We believe that Fortis shares are
attractively valued, considering the company's relatively
low-risk, diversified business model. Our rating is
Outperform. Member of Top 15 Income, Large Cap and
Value stock selections.

PMO Q Capital Markets
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1985 ~~ X1990 1995 2000 2005

F1'E EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $ l

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4..45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 1.2 12
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1995 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8

Current' 1.53 17 1.04 4.0 68 18.16 1.4 8

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year. 7.8 14.0 15.5
10 Year: 11.4 8.7 10.6
20 Year: 4.9 5.5 7.7

Current EPS is the 4 Quarter Trailing to Q3/2009
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BMO Capital Markets Disclosure Statement

Company Risk Disclosure

In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company.
Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes in
regulation may adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's operations in Belize may be disrupted and
assets may be damaged by hurricanes and/or tropical storms.

Analyst's Certification

I, Michael McGowan,. CA, CFA,. hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendafions
or views expressed in this report.

General Disclosure

The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., collectively (`BMO
NB") and BMO Capital Markets Limited (U.K.), (BMO CM Ltd"). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the
preparafion of research reports and the independence of analysts. "BMO Capital Markets" is a h~ade name used by the BMO Inveshnent Banking
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or
its subsidiaries (`BMO Financial Group") has ]ending arrangements with, or provide other remunerated services to, many issuers covered by BMO
NB research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions,
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO NB and BMO CM Ltd. make no representation or
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd
or its affiliates that is not reflected in this report. The information in this report is not intended to be used as the prnnary basis of investment
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular inveshnent needs of any
investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research
analyst and/or associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM
Ltd. and its affiliates, which includes the overall profitability of investment banking services. BMO NB, BMO CM Ltd., ar its affiliates expect to
receive or will seek compensation for inveshnent banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO
CM Ltd. or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM
Ltd. or its affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in
oprions, futures or other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital
Markets Corp., Bank of Montreal ar their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or
not to buy or sell securities of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months.

Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Mazkets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past
12 months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than inveshnent banking services
within the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Inveshnent Backing Services & Nnn-Securities Related Services.

Distribution of Ratings (Dec. 3, 2009)

Rating BMO BMO BA'IO Starmine
Category Rating Universe I.B. Clients Y Universe **
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BMO Capital Markets Disclosure Statement

Buy Outperform 40% 50% 50%
Hold Market Perform 51% 46% 43%
Sell Underperform 9% 4% 7%
* Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services.
** Reflects rating distribution of all North American equity research analysts.

Ratings Key

We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = UnderperForm - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted –Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers
relative to the market. Our siY Top 15 lists which guide investors to our best ideas according to six different objectives (large, small, growth, value,
income and quantitative) have replaced the Top Pick rating.

Dissemination of Research

Our research publications are available via our web site http:l/bmocapitalmarkets.com. Institufional clients may also receive our research via FIRST
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO
Capital Mazkets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled to our research. Please contact your inveshnent advisor or
institutional salesperson for more information.

Conflict Statement

A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at:
http://research-ca.bmocapitalmarkets.com/conflict statement~ublic.asp

Additional Matters

TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Bums
Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd. are Members of CIPF. BMO Capital Markets Corp. and BMO Nesbitt Burns Securities
Ltd. are Members of SIPC.

"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

"BMO (M-Baz roundel cymbal)" is a registered trade-mark of Bank of Montreal, used under licence.
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Fortis Inc
(FTS-TSX)

December 16, 2009
Brief Research Note
Gas &Electric Utilities

Stock Rating: Outperform Michael McGowan, CA, CFA
Stock Price: $28.29 (416) 359-5807
Target Price: $30.00 Michael.McGowan@bmo.com

Assoc: Mark Laing, CA
Member of: Top 15 Large Cap Stock Selections

Top 15 Value Stock Selections
Top 15 Income Stock Selections

Terasen Return on Equity and Capital Structure Decision Released

Impact Positive

Details &Analysis The British Columbia Utilities Commission (BCUC) has released its
decision on the Return on Equity and Capital Structure application filed by
the Terasen Companies (100% Fortis Inc.). Pursuant to the decision, the
BCUC has: 1) increased Terasen Gas's allowed ROE to 9.5% from the
existing 8.47%; 2) increased Terasen Gas's equity thickness to 40% from
35%; and 3) discontinued the use of the formula that has historically been

used to adjust regulated ROE in B.C. Although the allowed ROE of 9.5%

is lower than the ROE of 11% requested by Terasen, we believe the
BCUC's decision is positive as it has specified a return on equity that

exceeds the deemed ROE recently granted by the Alberta Utilities
Commission (9%) and the Newfoundland Board of Commissioners of

Public Utilities (also 9%). Moreover we Uelieve the combination of
increased equity thickness and higher allowed ROE should more than
offset the reduction of earnings associated with the discontinuation of
Performance-Based Rate Setting Agreements that are set to expire on
December 31, 2009.

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered
as a research analyst under FINRA rules. For disclosure statements, including the Analyst's Certification, please refer to
pages 2 to 4.
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1985 1990 1995 2000 2005

~De~ E $

1987 0.52
1988 0.56
1989 0.59
1990 0.62
1991 0.60
1992 0.64
1993 0.64
1994 0.62
1995 0.63
1996 0.59
1997 0.60
1998 0.45
1999 0.56
2000 0.60
2001 0.64
2002 0.96
2003 1.03
2004 0.99
2005 1.10
2006 1.33
2007 1.29
2008 1.56

Current* 1.53

Average:

Growth(% ):
5 Year: 7.8
10 Year. 11.4
20 Year: 4.9

P/E DP$5

9 0.31
9 0.34
10 0.36
9 0.37
10 0.37
10 0.38
11 0.40
10 0.42
11 0.43
14 0.43
18 0.44
21 0.45
14 0.45
15 0.46
14 0.47
13 0.49
14 0.52
16 0.54
21 0.64
22 0.76
21 0.84
15 1.00
17 1.04

14

14.0
8.7
5.5

Yi ~ d Pa ~ ut B$V P/B ROE

6.5 60 3.92 12 13
6.8 60 4.16 12 14
6.3 60 4.45 1.3 14
6.8 60 4.71 1.1 13
6.2 61 5.01 12 12
6.2 60 5.2B 12 12
5.6 63 5.53 7.3 12
6.5 68 5.82 1.1 11
6.3 68 6.05 1.1 11
5.1 73 6.21 1.4 10
4.2 74 6.40 1.6 9
4.7 >100 6.63 1.4 7
5.7 80 6.57 12 9
5.1 77 6.97 1.3 9
4.0 56 7.49 1.6 12
3.7 50 8.50 1.5 12
3.5 49 8.82 1.7 12
3.1 51 10.45 1.7 10
2.6 55 11.74 2.1 10
2.6 55 12.19 2.4 11
2.9 61 16.69 1.7 9
4.1 62 20.05 12 8
4.0 68 18.16 1.4 8

4.9 64 1.4 70.8

15.5
10.6
7.7

`Current EPS is the 4 Quarter Trailing to Q3/2009
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BMO 2009FY EPS (Nov 09 = 1.54 )
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1.5 1.5

8M0 2010FY EPS (Nov 09 = 1.67 )
• • • - IBES 2010FY Cons.EPS (Nov 09 = 1.63 )

2007 2008 2009

FTS - Rating as of 4-Jan-07 = NR

Date Rating Change Share Price

1 19-Feb-07 NR to OP $27.94

Last Daily Data Point: December 15, 2009



Company Risk Disclosure

In addition to the risks involved in investing in wmmon stocks generally, we also highlight the following risks that pertain to this
company. Operations are subject to complex regularion by a variety of provincial, state and federal (Canada, Cayman Islands
Belize) agencies. Changes in regulation may adversely affect performance.

Financial performance depends on the avaIlability of installed generarion and the producfion of electric power by third parties.
Fortis Properties' cash flow is dependent on hotel room vacancy rates and commercial building occupancy levels. Tlie company's
operations in Belize may be disrupted and assets may be damaged by hurricanes and/or tropical storms.

Analysts Certification

I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this report.

General Disclosure

The information and opinions in this report were prepared by both BMO Nesbitt Bums Inc. and BMO Nesbitt Bums Ltee./Ltd,
collectively (`BMO NB") and BMO Capital Markets Lunited (U.K.), (`BMO CM Ltd"). BMO NB and BMO CM Ltd. are not
subject to U.S. rules with regard to the preparafian of research reports and the independence of analysts. ̀ BMO Capital Markets"
is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO
Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB
research. A significant lending relationship niay exist between BMO Financial Group and certain of the issuers mentioned hereni.
The opinions, estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this
report and are subject to change without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been
compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and
complete. However, BMO NB and BMO CM Ltd. make no representation or warranty, express or implied, in respect thereof,
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from
any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or its affiliates
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of inveshnent
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular
inveshnent needs of any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an
offer to buy any security. The research analyst and/or associates who prepared this report are compensated based upon (among
other factors) the overall profitability of BMO NB, BMO CM Ltd. and its affiliates, which includes the overall profitability of
inveshnent banking services. BMO NB, BMO CM Ltd., or its affBates expect to receive or will seek compensation for
inveshnent banking services within the next 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO
CM Ltd. or its affiliates, officers, directors ar employees may have a long or short position in the securities discussed hereui,
related securities or in options,. futures or other derivative instruments based thereon.. The reader should assume that BMO NB,
BMO Capital Markets Ltd., BMO Capital Mazkets Corp., Bank of Montreal or their affiliates may have a conflict of interest and
should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect. to this issuer within the past 12 months.

Disclosure 3: BMO NB has provided inveshnent banking services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment bauking services from this
issuer within the past 12 months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products ar services oilier than inveshnent
backing services within the past ]2 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate
within the past 12 months: Investment Backing Services & Nnn-Securities Related Services.

Distribution of Ratings (Dec. 3, 2009)
Rating BMO BMO BA'[O Starmine
Category Rating Universe I.B. Clients* Universe *x
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Buy Outperform 40% 50% 50%
Hold Market Perform 51% 46% 43%
Sell Underperform 9% 4% 7%
* Reflects rating distribufion of all companies where BMO Capital Markets has received compensation for Investment Baukiug

services.
** Reflects rating distribution of all North American equity research analysts.

Ratings Key

We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the mazket;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;.
NR = No rating at this time;
R =Restricted –Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as
appropriate for each company. Prior to September 1, 2003, a fourth rating tier—Top Pick—was used to designate those stocks
we felt would be the best performers relative to the market. Our six Top 15 lists which guide investors to our best ideas according
to six different objecrives (large, small, growth, value, income and quantitative) have replaced the Top Pick rating.

Dissemination of Research

Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our
research via FIRST CALL Research Direct and Reuters. All of our reseazch is made widely available at the same time to all
BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp. and BMO Nesbitt Burns Securities Ltd. client groups entitled
to our research. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement

A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in oar public facing
policy for managing conflicts of interest in connection with investment research which is available at.
http://research-ca.bmocapitalmarkets.com/conflict statement~ubliaasp

Additional Matters

TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish
this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of
Bank of Montreal. Any U.S. person wishing to effect transacrions in any security discussed herein should do so through BMO
Capital Markets Corp. and/or BMO Nesbitt Bums Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only be issued or
passed on to, (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Mazkets Act 2000 (Financial Promotion) Order 2005 (the "Order") or (II) high net worth entities falling
within Article 49(2)(a) to (d) of the Order (all such persons together refereed to as "relevant persons"). The contents hereof are
not intended for flie use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Bums Inc. and BMO Nesbitt Burns Ltee/Ltd. are Members of CIPF. BMO Capital Markets Corp. and BMO
Nesbitt Burns Securities Ltd. are Members of SIPC.

"BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence.
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Fortis Inc.
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Value Stock Selections
Top 15 Income Stock Selections

Estimates Raised to Reflect Cost of Capital
Decisions

Event

A number of Fortis subsidiaries have recently received regulatory decisions

related to cost of capital and capital structure. The most important of these

(from a financial standpoint) was the December 16, 2009, decision released by

the British Columbia Utilities Commission (BCUC) regarding return on equity

and capital structure for the Terasen Companies (100% Fortis Inc.). Pursuant to

the BCUC's decision, Terasen Gas Inc.'s allowed ROE has been increased to

9.5% from 8.47% and the deemed equity component of its capital structure has

been increased to 40%from 35%.

Impact

Positive.

Forecasts

We have updated our estimates to reflect recent cost of capital decisions

released by the BCUC, OEB and Newfoundland PUB.

Valuation

We are decreasing our target yield assumption to 3.50% from 3.75% to reflect

the positive cost of capital decision from the BCUC and the elimination of

uncertainty with respect to regulated ROE now that provincial regulators have

completed their cost of capital reviews. Our revised target price of $32

(previously $30) is based on a weighted valuation approach: 15x 2011E diluted

EPS of $1.83 (12.5%); 1 JSx 2011E BVPS of $19.89 (12.5%); and a target yield

of 3.50%, assuming 2011E dividends per share of $1.12 (75%).

Recommendation

We believe Fortis's shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperfornl.

December 18, 2009
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
(416) 359-5807
M ichael. McGowan@bmo. com
Assoc: Mark Laing, CA

Price (17-Dec) $28.84 52-Week High $28.84
Target Price $32.001' S2-Week Low $21.52

Fortis Inc. (FTS)

Price: High,Low,Close Earnings/Share
1.8

sa
- ~

-._ft
,.6

zs ~
~~~~rF~L~ r~FCr~~~~

~r --C ~~~f~
~r

OFF
~ fr ~ ' -' ~ ~~~~C

~.a
F ~~ ~E~ _ ,~ ~ ~

r~
~ ~ ~

20 LC -i 12

k~~~r~-'
u i.o

zo ~~~°`"e ~m~°~ zo

10 ~~Il~u~llllil~~l~l~~~~~i~~l~ll~~~~~~ll~ll~l~~lll~lllll~~~~~1~ o
FTS Relative to 5&P/i5X Comp

2D0 200

ioo goo

0
zoos zoos zoos zoos zoos

0
Last Data Point: December 16, 2009

(FY-Dec.) 2008A 2009E 2010E 2011E

EPS $1.56 $1.551' $1.71T $1.83"
P/E 18.6x 16.9x 15.8x

CFPS $4.21 $3.84 $4.30 $4.54
P/CEPS 7.5x 6.7x 6.4x

Div. $1.03 $1.04 $1.08 $1.12
EV ($mm) $10,534 $12,056 $12,541 $12,662
EBITDA ($mm) $1,034.0 $1,196.3 $1,276.0 $1,344.9
EV/EBITDA 10.2x 10.1x 9.8x 9.4x

Quarterly EPS Q1 Q2 Q3 Q4

2008A $0.58 $0.28 $0.26 $0.48
2009E $0.53a $0.31a $0.21a $0.531'
2010E $0.59T $0.35T $024 $0.56T

Dividend $1.04 Yield 3.6%
Book Value $18.16 PricelBook 1.6x
Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,922
Float OIS (mm) 169.0 Float Cap ($mm) $4,873
Wkly Vol (OOOs) 2,337 Wkly $Vol (mm) $56.7
Net Debt ($mm) $6,030.0 Next Rep. Date 04-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2009E:
$1.52; 2010E: $1.63; 2011 E: $1.76

Changes Annual EPS Quarterly EPS Target
2009E $1.54 to $1.55 Q4/09E $0.51 to $0.53 Q1110E $0.57 to $0.59 $30.00 to $32.00
2010E $1.67 to $1.71 Q2/10E $0.34 to $0.35
2011E $1.79 to $1.83 Q3/10E $0.24 to $0.24

Q4/10E $0.54 to $D.56

This report was prepared by an Analyst employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is not registered as a research analyst
under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 5 to 7.



BMO Capital Markets Fortis Inc.

Cost of Capital Reviews Completed

A number of Fortis subsidiaries have recently received regulatory decisions related to cost of

capital and capital structure. Since our last full comment regarding the Alberta Utilities

Commission's decision on its 2009 cost of capital hearing, a number of other provincial

regulators have released decisions for their respective cost of capital proceedings. Positive

decisions were received from the British Columbia Utilities Commission (`BCUC") and the

Ontario Energy Board ("OEB"), whereas we believe that the impact of the recent decision from

the Newfoundland Board of Commissioners of Public Utilifies ("PUB") was neutral.

We are decreasing our target yield assumption to 3.50% from 3.75% to reflect the positive cost

of capital decision from the BCUC and the elimination of uncertainty with respect to regulated

ROE now that provincial regulators have completed their cost of capital reviews. Our revised

target price of $32 (previously $30) is based on a weighted valuation approach: 15x 2011E

diluted EPS of $1.83 (12.5%); 1.75x 2011E BVPS of $19.89 (12.5%); and a target yield of

3.50%, assuming 2011E dividends per share of $1.12 (75%).

We believe Fortis's shares are attractively valued, considering the company's relatively low-

risk, diversified business model. Our rating is Outperform.

BCUC Releases a Positive Decision Regarding Terasen's Return on
Equity and Capital Structure Application

On December 16, 2009, the BCUC released its decision on the Return on Equity and Capital

Structure application filed by the Terasen Companies (100% Fortis Inc.). Key aspects of the

decision are set out below:

• Terasen Gas Inc. (TGI) was granted an allowed ROE of 9.5%, up from the existing ROE of

8.47% and a deemed equity thickness of 40%, up from the 35%that is currently in place.

• Deemed equity thickness for Terasen Gas Vancouver Island (TGVI) and Terasen Gas

Whistler (TGW) is unchanged at 40%.

• Both TGVI and TGW will be allowed to collect a risk premium of 50 basis points over the

allowed ROE for Terasen Gas Inc. Previously, TGVI was allowed a risk premium of 70

basis points, over TGI's allowed ROE.

• Changes to ROE will be effective July 1, 2009. Changes to TGI's deemed equity thickness

will become effective on January 1, 2010.

• The BCUC has discontinued the use of the formula that has been used to automatically

adjust ROE each year since its inception in 1994. TGI has been directed to complete a

study of alternative formulae and submit its findings to the BCUC by December 31, 2010.

Although the ROE of 9.5% granted by the BCUC is lower than the ROE of 11%requested by

Terasen, we believe the BCUC's decision is positive as it has specified a return on equity that

exceeds the deemed ROE recently granted by the Alberta Utilities Commission (9%) and the

Newfoundland Board of Commissioners of Public Utilities (also 9%). Moreover, we believe

the combination of increased equity thickness and higher allowed ROE should more than offset

Page 2 • DecemUer 18, 2009 
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the reduction of earnings associated with the discontinuation of Performance-Based Rate

Setting Agreements that are set to expire on December 31, 2009.

OEB's Cost of Capital Review Should Be Positive for FortisOntario

On December 11, 2009, the OEB released report #EB-2009-0084, titled "Report of the Board

on the Cost of Capital for Ontarids Regulated Utilities." The report set the 2010 ROE for

regulated utilities in Ontario at 9.75%, up significantly from the 8.01%that was in place during

2009 and maintained the deemed equity thickness for electricity distributors (such as

FortisOntario) at 40%.

The OEB will annually modify regulated ROE pursuant to an automatic adjustment mechanism

that takes into account forecast long-term Government of Canada bond yields and the spread

between "A"-rated utility bond yields and long-term Government of Canada bond yields.

We believe the increase to regulated rates of return will be positive for FortisOntario; however,

due to the relatively small size of Fortis's Ontario-based utilities, we estimate that the earnings

contribution from the increase in regulated ROE will likely be no greater than $0.01/share.

We View Decision Released by the Newfoundland PUB as Neutral

On December 11, 2009, the Newfoundland Board of Commissioners of Public Utilities ("PUB")

issued a rulmg on Newfoundland Power's (100% Fortis Inc.) 2010 rate application. Pursuant to

the decision, Newfoundland Power's existing regulated equity thickness has been maintained at

45% and the company will be allowed to earn a regulated return on common equity of 9.0%,

virtually unchanged from the allowed ROE of 8.95% that was in place during 2009. The

automatic adjustment formula used to annually reset regulated ROE will be maintained during

2011 and 2012.

Estimates

We have updated our estimates to reflect recent cost of capital decisions released by the BCUC,

OEB and Newfoundland PUB. Our diluted EPS estimates, increase to $1.55 from $1.54 in

2009E, to $1.71 from $1.67 in 2010E and to $1.83 from $1.79 in 2011E.

BMO O Capital Markets
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Table 1: Consolidated Summary

~-e~o-os
Current Price: $28.84

12-Nbnth Targei Rice: $32.00

ROR 14.7

Fortis Inc.

fuLchael McGowan

BNIO Capital Markets

Recortrren dation: Outpertorm

Year Ending December 37

2002 2003 2004 2005 2006 2007 2008 2009E 2010E 2011E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.58 $1.74 $1.87

Total diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.55 $1.71 $1.63

Segmented FPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $0.29 $022 $0.20 $0.19 $0.20 $D20

Maritime ~ectric $0.10 $0.12 $0.10 $0.09 $0.09 $0.08 $0.07 $0.07 $0.07 $0.07

CNP/Cornwall Sec/Fortis Ontario $0.14 $024 $020 $0.03 $0.04 $x.03 $0.03 $0.03 $0.04 $0.04

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.17
Fortis TrusUFortis Generation $0.00 $0.00 $0.00 $0.21 $025 $0.17 $0.19 $0.12 $0.13 $0.13

Belize,BECOL,CAIP/Fortis Caribbean $0.25 $0.24 $0.09 $0.18 $023 $0.24 $0.19 $0.16 $0.18 $0.19

FortisAlbe rta/Fortis BC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.51 $0.56 $0.62 $0.67

Te rasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.72 $0.76 $D.81
OtherlCorporate ($0.11) ($0.12) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($0.41) ($0.42) ($0.43)

Uvidends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.08 $1.12

Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.5% 602% 642% 65.8% 62.0% 59.7%

Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 157.4 169.9 170.8 7712

Net Book Value $6.72 $8.98 $10.47 $11.76 $12.26 $16.72 $18.00 $18.45 $19.13 $19.90

Market Valuation
Rice: High $1328 $1524 $17.75 $25.64 $30.00 $30.00 $29.94 - - -
Price: Low $10.76 $11.63 $14.23 $17.00 $20.36 $24.50 $20.70 - - -

Price: Current - - - - - - $28.84
P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.E 78.7 - - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.D 72.9 - - -

P/E Ratio: Current - - - - - - - 18.3 16.6 15.4
Rice/Book Value: High 1.5 1,7 1.7 2,2 2.4 1.8 1.7 - - -
Price/Book Value: Low 12 1.3 1.4 1.4 1] 1.5 1.7 - - -

Rice/Book Value: Current - - - - - - - 1.6 1.5 1.4

Yield: High Price 3.7% 3.4% 3.0% 2.4% 22% 2.7% 3.4% - - -

Yield: Low Price 4.5% 4.5% 3.8% 3.6l. 3.3% 3.3% 5.0% - - -

Yield: Current - - - - - - 3.6% 3.7% 3.9%

Balance Sheet ($mm)
L~bt (5-~ 446.1 421.9 231.3 2182 418.0 1,0421 6072 1,308.9 2,030.5 2,767.4
bbl (L-n 563:8 910.7 1,855.8 1,9902 2,558.0 4,623.0 4,884.0 4,990.1 4,727.6 4,707.9

Deposits Due 0.0 0.0 0.0 D.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Gedits 61.5 107.5 64.6 195.8 475.6 688.0 739.0 739.0 739.0 739.Q
NGnority Interest 40.0 36.8 37.5 35.7 130.5 115.0 145.0 145.0 145.0 145.0

Referred Shares 0.0 125.0 321.5 319.5 439.0 439.0 667.0 667.0 667.0 667.0
Convertible Debentures 15.8 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0

Shareholders' Equdy 584.2 624.6 1 0~ 00.1 1 2J 1_3.4 1 2,_, 7_6.0 2 6~ 01.0 3 0~ 46.0 3 7~ 47.7 3 2~ 70.6 3 4~ 09.8

1,7312 2,250.9 3,533.6 3,995.E 5,360.6 9;5532 10,1322 11,041.8 11,623.6 11,874.1

fl3lance Sheet (%)

Debt(Sn 25.8% 18.7% 6.5% 5.5°/, 7.8% 10.9%. 6.0% 11.9% 17.5% 18.3%

Debl (L-n 33.7% 40.5% 52.5% 49.8% 47.7% 48.4% 462% 452% 40.7% 39.6%
Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Deferted Gedks 3.6% 4.8% 7.8% 4.9% 8.9% 72% 7.3% 6.7% 6.4% 62%

NSnoriry Interest 2.3% 1.6% 1.7% 0.9% 2.4% 12% 1.4% 1.3% 12% 12%
Referred Shares 0.0% 5.6% 9.1°10 8.0% 82% 4.6% 6.6% 6.0% 5.7% 5.6%

Convertible Debentures 0.9% 1.1% 0.6% 0.6% 12% 0.5% 0.4% 0.4% 0.4% 0.4%
Shareholdets'Ex~uity 33.7% 27.7% 28_3% 30.4% 23_8% 27_2% 30_1% 28_5% 28_1% 28.7%

100.0% 100.0% 100.0% 100.OYo 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement

Net Rofit to Common 63.3 73.6 89.0 1192 1432 187.4 252.5 268.5 297.4 320.9

Cash Flow from Operatlons 134.4 160.7 283.7 320.E 279.8 373.0 663.0 654.6 7422 784.1
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1985 1990 1995 2000 2005

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6:5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 5.28 1.2 12
1993 0.64 11 0.40 5,6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.D 56 7.A9 1.6 12
2002 0.96 13 D.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 729 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1..00 4.1 62 20.05 12 8

Current" 1.53 17 1.04 4.0 68 18.16 1.4 8

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year: 7.8 14.0 15.5
10 Year: 11.4 8.7 10.6
20 Year: 4:9 5.5 7.7

*Current EPS is the 4 Quarter Trailing to Q3/2009
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BMO Capital Markets Fortis Inc.

Company Risk Disclosure
In addition to the risks involved in investing in common stocks generally, we also highlight the following risks that pertain to this company. Operations
aze subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes in regulation may
adversely affect performance.

Financial performance depends on the availability of installed generation and the production of electric power by third parties. Fortis Properties' cash
flow is dependent on hotel room vacancy rates and commercial building occupancy levels. The company's. operations in Belize. may be disrupted and
assets may be damaged by hurricanes and/or tropical storms.

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was., is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.

General Disclosure
The information and opinions in this report were prepared by both BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., collectively (`BMO
NB") and BMO Capital Markets Limited (U.K.), (`BMO CM Ltd"). BMO NB and BMO CM Ltd. are not subject to U.S. rules with regard to the
preparation of research reports and the independence of analysts. "BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking
Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO NB in Canada, BMO Capital Markets Ltd. in the U.K. and
BMO Capital Markets Corp. in the U.S. BMO Capital Markets Ltd. and BMO Capital Markets Corp. are affiliates of BMO NB. Bank of Montreal or its
subsidiaries (`BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO NB
research. A significant lending relationship may exist between BMO Financial Group and certain of the issuers mentioned herein. The opinions,
estimates and projections contained in this report are those of BMO NB and BMO CM Ltd. as of the date of this report and are subject to change
without notice. BMO NB and BMO CM Ltd. endeavour to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain informafion and opinions that are accurate and complete. However, BMO NB and BMQ CM Ltd. make no representation or
warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability
whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO NB, BMO CM Ltd or
its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and
because of individual client objectives, should not be conshued as advice designed to meet the particular inveshnent needs of any investor. This
material is for information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. The research analyst and/or
associates who prepared this report are compensated based upon (among other factors) the overall profitability of BMO NB, BMO CM Ltd. and its
affiliates, which includes the overall profitability of inveshnent banking services. BMO NB, BMO CM Ltd., or its affiliates expect to receive or will
seek compensation for investment banking services within the neact 3 months from all issuers covered by BMO NB. BMO NB, BMO CM Ltd. or its
affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO NB, BMO CM Ltd. or its
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in options, futures or
other derivative instruments based thereon. The reader should assume that BMO NB, BMO Capital Markets Ltd., BMO Capital Markets Corp., Bank of
Montreal or their affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities
of issuers discussed herein.

Company Specific Disclosure

Disclosure 2: BMO NB has undertaken an underwriting liability with respect to this issuer within the past 12 months.

Disclosure 3: BMO NB has provided investment banking services with respect to this issuer within the past 12 months.

Disclosure 7: BMO Capital Markets Corp. or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.

Disclosure 9: BMO Capital Markets Corp. or an affiliate received compensation for products or services other than inveshnent banking services within
the past 12 months.

Disclosure 10: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMQ CM Ltd. or an affiliate within the past 12
months: Inveshnent Banking Services &Non-Securities Related Services.
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BMO Capital Markets Fortis Inc.

Distribution of Ratings (Dec. 3, 2009)
Rating BMO BMO BMO Starmine
Category Rating Universe I.B. Clients* Universe*~
Buy Outperform 40% 50% 50%
Hold Mazket Perform 51% 46% 43%
Sell Underperform 9% 4% 7%
* Reflects rating distribution of all companies where BMO Capital Markets has received compensation for Investment Banking services.
** Reflects rating distribution of all North American equity research analysts.

Ratings Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. Prior to September 1, 2003., a fourth rating tier—Top Pick—was used to designate those stocks we felt would be the best performers relative
to the market. Our six Top 15 lists which guide investors to our best ideas according to si c different objectives (large, small, growth, value., income and
quantitative) have. replaced the Top Pick rating.

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com. Institutional clients may also receive our research via FIRST
CALL Research Direct and Reuters. All of our research is made widely available at the same time to all BMO NB, BMO Capital Markets Ltd., BMO
Capital Markets Corp. and BMO Nesbitt Bums Securities Ltd. client groups entifled to our research. Please contact your inveshnent advisor or
institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group idenfifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research ~~vhich is available at:
http://research-ca.bmocapitalmarkets.com/conflict statement~ublic.asp

Additional Matters
TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing
to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Bums Securities Ltd.

TO U.K. RESIDENTS: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use af, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Mazkets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth enfities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltfl. are Members of CIPF. BMO Capital Markets Corp. and BMO Nesbitt Burns Securities
Ltd. are Members of SIPC.

'BMO Capital Markets" is a trade-mark of Bank of Montreal, used under licence.

"BMO (M-Bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence.
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Fortis Inc.
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Value Stock Selections
Top 15 Income Stock Selections

Updating Estimates to Reflect 7.7% Dividend
Increase and $250 Million Preferred Share Issuance

Event

On January 11, 2010 Fortis announced a 7.7% increase to its annual dividend to

$1.12/share from $1.04/share previously. The revised quarterly dividend of

$0.28/share will be payable on March 1 to shareholders of record as of February

5. Fortis also announced the issuance of $250 million of Series H preferred

shares that pay a dividend of 4.25% per annum until June 1, 2015. Thereafter,

the dividend will reset every five years at a level of 1.45% over the 5-year

Government of Canada bond. Proceeds will be used to repay borrowings under

Fortis' credit facility and to inject additional equity into a regulated subsidiary.

Impact

Slightly positive. The 7.7% dividend increase was greater than expected (we

were anticipating a dividend increase of ~3.8°/o). Although issuance of

preferred shares will allow Fortis to finance the injection of additional equity

into the regulated subsidiaries that have been granted increased equity thickness

with long-term capita], we expect some dilution from the financing.

Forecasts

We are updating our estimates to reflect the dividend increase and the preferred

share issuance. Our diluted EPS estimates decline to $1.68 from $1.71 in 2010E

and to $1.80 from $1.83 in 2011E. Our DPS estimates increase to $1.12 from

$1.08 in 2010E and to $1.16 from $1.12 in 2011E.

Valuation

Our target price of $32 is based on a weighted valuation approach: 15x 2011E

diluted EPS of $1.80 (12.5%); 1.75x 2011E BVPS of $19.76 (12.5%); and a

target yield of 3.50%, assuming 2011E dividends per share of $1.16 (75%).

Recommendation

We believe Fortis's shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

Changes Annual EPS
2010E $1.71 to $1.68
2011E $1.83 to $1.80

January 11, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA

Price (8-Jan) $28.70 52-Week High $29.24
Target Price $32.00 52-Week Low $21.52

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2008A 2009E 2010E 2011E

EPS $1.56 $1.55 $1.68 $1.80
P/E 18.Sx 17.1x 15.9x

CFPS $4.21 $3.84 $4.30 $4.54
P/CEPS 7.5x 6.7x 6.3x

Div. $1.03 $1.04 $1.12 $1.16
EV ($mm) $10,534 $12,032 $12,517 $12,638
EBITDA($mm) $1,034.0 $1,196.3 $1,276.0 $1,344.9
EV/EBITDA 10.2x 10.1x 9.8x 9.4x

Quarterly EPS Q1 Q2 Q3 Q4
2008A $0.58 $028 $0.26 $0.48
2009E $0.53a $0.31a $0.21a $0.53
2010E $0.59 $0.35 $0.24 $0.56

Dividend $1.12 Yield 3.9%
Book Value $18.16 Price/Book 1.6x
Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,898
Float O/S (mm) 169.0 Float Cap ($mm) $4,849
Wkly Vol (OOOs) 2,322 Wkly $Vol (mm) $56.9
Net Debt ($mm) $6,030.0 Next Rep. Date 04-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2009E:
$1.56; 2010E: $1.73; 2011 E: $1.85

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.
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Table 1: Consolidated Summary

„~,a~-,o
Current Price: $28.44
12-Month Target Price: $32.00
RoR: 16.5%

Fortis Inc.

Michael McGowan
BMO CapRal Markets

Recommendation: Outoe rtorm

Year Ending December 31
2002 20U3 2004 2005 200fi 2007 2008 2009E 201DE 2017E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $7.36 $1.60 $1.58 $1.71 $1.Bq
Total Diluted Earnings Per Share $x.96 $1.03 $0.99 $'I.'1a $1.33 $1.29 $1:56 $1.55 $1.68 $1.80
Segmented EPS

Newfountllantl Polder $x.44 $4.43 $0.37 $0.29 $x.29 $0.22 $020 $0.19 $020 $0.20
Maritime Electric $0.1~ $0.12 $0.70 $0.09 $O.D9 $0.08 $0.07 $x.07 $x.07 $x.07

CNP/COmwall Elec/Fortis Ontario $0.14 $0.24 $020 $0.03 $~.D4 $0.03 $0.03 $0.03 $0.04 $x.04
Fortis Properties $0.14 $0.16 $x.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.17

Fortis TrusVFortis Generation $0.00 $0.40 $0.00 $0.21 $0.25 $0.17 $x.19 $0.12 $0.13 $x.13
Bel¢e,BECOL,CUP/Fortis Caribbean $025 $034 so.os $0.18 $0,23 $024 $x,19 $0.16 $0.18 $x:'19

FartisAlberta/FortisBC $O.Ob $0.00 $x.43 $0.54 $0.66 $0.57 $0.51 $0.56 $0.6? $0.67
Terasen Inc. $0.00 $0.~0 $0.00 $0.00 $0.00 $0.31 $D.71 $0.72 $0.76 $0.81

Other/Corporate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.45) ($0.41) ($0.45) ($0.46)

Dividends $0.49 $0.52 $0.54 $x.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16
Payout Ratio 49.9% 48.9°k 51.4% 52.3% 48.5% 602% 64.2% 65.8% 65.5% 63.0%

Averege Shares (mm) 65.1 692 84.7 107.8 103.6 137.6 157.4 169.9 170.8 177.2
Net Book Value $8.72 $8.98 $10.47 $11.76 $1226 $16.72 $18.0 $18.45 $19.06 $19.76

MarkM Valuation

Price: High $13.28 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 - -

Price: Low $10.76 $11.63 $1423 $17.D0 $20.36 $24.50 $20.70 - - -

Price: Current - - - - - - - $28.44 - -

P/E Ratio: High 13.7 14.3 16.9 21.9 27.7 22.0 18.7 - - -
P/E Ratio: LoW 11.1 10.9 13.5 14.5 14.7 18.0 12.9 - - -

P/E Ratio: Current - - - - - - - 18.0 16.6 15.4
Price/Book Value: High 1.5 1.7 1.7 22 2.4 1.8 1.7 - - -

Price/BOOk Value: Low 1.2 7.3 1.4 1.4 1.7 7.5 1.1 - -

Pnce/Hook Value: Curtent - - - - - - - 1.5 1.5 1.4
Yield: High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% - - -

Yield: Low Price 4.5% 4.5% 3.8% 3.fi% 3.3% 3.3% 5.0% - - -

Yield: Curtent 3.7% 3.9% 4.1%

Balance Sheet ($mm)

Debt (S-T) 446.1 421.9 331.3 2182 418.0 1,0422 607.2 1,308.9 1,792.5 7,941.6

Debt (L-T) 583.8 910.7 1,855.8 1,9902 2,558.0 4,623.0 4,884.0 4,990.1 4,727.6 4,701.9

Depostts Due 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred Credits 61.5 107.5 64.6 195.8 475.6 686.0 739.0 739.0 739.0 739.E

Minority Interest 40.0 36.0 37.5 35.7 730.5 115.0 145.0 145.0 145.0 145.0
Preferred Shares D.~ 125.0 321.5 319.5 439.0 439A 667.0 667.0 917.0 917.0

Convertible Debentures 15.8 24.5 22.9 223 fi3.5 45:0 44.0 44.0 44.0 44.0
Shareholders'Equity 5842 624.6 7ooa~ 1213.4 1276.0 2601.0 3046.4 3147.7 3258.7 3385.6

1,731.2 2,250.8 3,533.6' 3,995.0 5,360.6 9,5532 1,1322 11,041.8 71,fi23.e 17,874.1
Balance Sheet (% ~

Debt (S-T) 25.8% 78.7% 6.5% 5.5% 7.8% 70.950 6.0% 11.9% 15.4% 16.4%
Debt (L-T) 33.7% 40.5% 52.5% 49.8% 47.7% 48A°/ 482% 452% 40.7% 39.6%

Deposits Due 0.0% 0.0% 0.0% 0.0% 0.0% D.0% 0.0% 0.0% 0.0% O.OYa
deferred Credits 3.6°k 4.8YO 1.B% 4.9% 8.9% 72°k 7.3% 6.7°h 6.4% 62%

Minority Interest 2.3% 1.6% 1.1% 0.8% 24% 12% 1.4% 1.3% 12% 1.2%

Preferted ShafeS 0.0% 5.fi% 9.1% 8.0% 82% 4.6% 6.6% 6.0% 7.9% 7.7%
Convertible Debentures 4.9% 1.1% d.6% D.6% 13% D.5% 0.4% 0.4% 0.4% 0.4%

Shareholders'Equity 33_7% 2774'0 28_3% 30.4% 23_8% 27_2% 30_1% 28_5% 28_0% 28_5%

100.0% 100:0% 1D0.0% 100.0% 100.0% 100.0% 100.0% 100.0% 'I X0.0% 100.D%

Income Statement

Net Profit to Common 63.3 73.6 89.0 1192 1432 187.4 252.5 268.5 292.3 315.4
Cash Flow from Operations 134.4 160.7 283.7 320.E 279.8 373.0 663.0 654.6 737.1 778.6

Source: Company reports and BMO Capital Markets

Page 2 •January 11, 2010
BMO Q Capital Markets



BMO Capital Markets

30

25

20

15

10

5

200

150

100

50
1980 1985 1990 1995 2000 2005

F 0 RevenuelShare

- Price /Revenue -3

Fortis Inc. (FTS)

Quarterly Price

- FTS Relative to S&PlfSX Comp.
• ~ • • FTS Relative to Elecfric Utilities

- Target Price

30 35 
Share Price

25

30 _ ~

20

15 
25~

10 
20

5

15l i~~i~~i~~l~~i~~i~~i~~l~~i~~i~~i~~l

FTS Relative to S&P/TSX Comp.
~ 80 - - • - FTS Relative to ElecVic Utilities

200

160

150 
140

120
100

100

50 gp

30 42°E 2
10 ~.n......,.mrmnnnuiwummuuuum i 0

E- 0 EPS (4 Qtr Trailing)

2 Price /Earnings ~ 40

1985 1990 1995 2000 2005

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $ %

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 12 12
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 Q.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2006 1.56 15 1.00 4.1 62 20.05 1.2 8

Current` 1.53 19 1.04 3.6 68 18.16 1.6 8

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year: 7.6 14.0 11.7
10 Year: 10.5 8.7 10.7
20 Year: 4.9 5.5 7.3

*Current EPS is the 4 QuarterTrailing to Q3/2009
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly,. related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitabiliTy of BMO Capital Markets and their
affiliates,. which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communicafion of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate bas received compensation for investment banking services from this issuer within
the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking
services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the
past 12 months: Investment Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x 2011E BVPS (12.5%) and a tazget
yield of 3.50% based on 2011E dividends per share (75%).
Risks: Operations aze subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (Sept. 30, 2009)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

First Call
Universe

Buy Outperform 29.1% 12.8% 37.2% 33.5% 47.9% 50%
Hold Market Perform 64.1'% 9.8% 62.8°/a 58.5°/a 49.7% 43%
Sell Underperform 6.8% 0%0 0% 8.0% 2.4% 7%

* Reflects rating distribution of all companies. covered by BMO Capital Markets Corp. equity research analysts.
* * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investrnent Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Mazkets has received compensation for Inveshnent Banking services as

percentage of Investment Banking clients.

Ratings and Sector Key
We use the following. ratings system defuutions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this tune;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) lave replaced the Top Pick rating.
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Other Important Disclosures
For Important Disclosures on the stocks discussed in this report, please go to http://reseazch-ca.bmocm.com/Comnanv Disclosure Public.asp or
httas://research-us.bmocapitalmarkets.com/secure/NBCALo og n.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New
York, NY 10036 or Editorial Department, BMO Capital Mazkets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://research-us.bmocapitalmarkets.com/documents/2009/prior ratin~systems.pdf

Dissemination of Research
Our research publications are available via our web site httn://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Reseazch Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at httn://research-
ca.bmocapitalmarkets.com/Conflict_Statement_Public.asp or http://research-us.bmocanitalmarkets.com/Conflict Statement Public.asp.

General Disclaimer
"BMO Capital Markets'° is a trade name used by the BMO Investment Barilcing Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiazies (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Mazkets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transacfions in any of the securifies included in this report should do so through BMO Nesbitt Burns Ina and/or BMO Nesbitt Bums Ltee/Ltd, This
research is not prepared subject to Canadian disclosure requirements applicable to BMO Nesbitt Burns Inc.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.,. ~liates of BMO NB, famish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/ar BMO Nesbitt Bums Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2010 BMO CAPITAL MARKETS CORP.
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FOf"tIS
(FTS-TSX)

Stock Rating: Outperform
Stock Price: $28.26
Target Price: $32.00

Member of: Top 15 Large Cap Stock Selections
Top 15 Value Stock Selections
Top 15 Income Stock Selections

Q4/09 Results Slightly Below Expectations

Impact Neutral

February 4, 2010
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Details &Analysis Fortis reported Q4/09 GAAP EPS of $0.48 (basic). After adjusting for a

$3 million tax recovery at FortisOntario and $5 million in non-recurring

expenses associated with converting portions of the distribution system at
Terasen Gas Whistler to utilize natural gas instead of propane, comparable

Q4/09 EPS were $0.49 (basic). This is slightly lower than our Q4/09 EPS

estnnate of $0.53 (basic) and the FirstCall Mean estimate of $0.52 (range

$0.46-0.55). The difference between actual and expected results appears
to be due to: (1) slightly lower-than-expected earnings at the Caribbean

Utility Companies ($0.01/share); (2) lower-than-expected earnings at

FortisGeneration ($0.02/share); and (3) corporate costs that were
$0.01/share higher than expected. The company continues to target capital
spending of $5 billion over the next five years. Capital expenditures for

2010 have been estimated at approxnnately $1.1 billion, with $974 million

of this total allocated to the company's Canadian regulated utility

businesses.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % k $

1987 0.52 9 0.31 6.5 60 3.92 12 73
1988 0.56 9 0.34 6.8 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
199 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 1.2 12
1992 0.64 10 0.38 62 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 D.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 BO 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6:97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8

Current* 1.53 18 1.04 3.8 68 18.16 1.5 8

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5 Year: 7.6 14.0 11.7
10 Year: 10.5 8.7 10.7
20 Year: 4.9 5.5 7.3

`Current EPS is the 4.QuarterTrailing to Q3/2009
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FTS - Rating as of 23-Feb-07 = OP

Date Rating Change Share Price

1 14-Mar-07 NR to OP $27.10
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Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities or issuers. I also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x
2011E BVPS (12.5%) and a target yield of 3.50% based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (Dec. 31, 2009)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

First Call
Universe

Buy Outperform 32.2°/a 12.3% 38.3% 36.1% 47.9% 50%
Hold Market Perform 62.6% 10.2% 61.7% 56.9% 48.9% 43%
Sell Underperform 5.3% 0% Q% 6.9% 3.2% 7%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

* * * Reflects rating distribution of all companies from which BMO Capital .Markets Corp. has received
compensation for Investment Banking services as percentage of Inveshnent Banking clients.

* * * * Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
**** Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Backing clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian7arge, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Important Disclosures on the stocks discussed in this report, please go to http://research-
ca.bmocm.com/Company Disclosure Public.asp
or http://research-us.bmocm.com/companv Disclosure Public.asp or write to Editorial Deparhnent, BMO Capital
Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, 1 First Canadian
Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://research-us.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients
may also receive our research via FIRST CALL,: FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
http://research-ca.bmocapitalmarkets.com/Conflict Statement_Public.asp
or httn://research-us.bmocanitalmarkets.com/Conflict Statement Public.asn.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
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mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein,. related securities or in options, futures or
other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns Ina. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.
BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OO COPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Value Stock Selections
Top 15 Income Stock Selections

Q4/09 Results Slightly Below Expectations; Expect
Rate Base Growth to Drive Earnings in 2010

Event
Fortis reported Q4/09 GAAP EPS of $0.48 (basic). After adjusting fora $3

million tax recovery at FortisOntario and $5 million in non-recurring expenses

associated with converting portions of the dish•ibution system at Terasen Gas

Whistler to utilize natural gas instead of propane, comparable Q4/09 EPS were

$0.49 (basic). This is slightly lower than our Q4/09 EPS estimate of $0.53

(basic) and tl~e First Call Mean estimate of $0.52 (range $0.46-0.55). The

difference between actual and expected results appears to be due to: (1) slightly

lower-than-expected earnings at the Caribbean Utility Companies ($0.01/share);

(2) lower-than-expected earnings at Fortis Generation ($0.02/share); and (3)

corporate costs that were $0.01/share higher than expected.

Impact

Neutral.

Forecasts

We have updated our outlook for Fortis Properties to be more conservative. Our

model now assumes 2010E earnings from Fortis Properties are consistent with

earnings in 2009, while earnings in 2011E grow by approximately 3%. We

have also reduced our merchant power price assumptions at Fortis Generation.

Our 2010E diluted EPS estimates decline to $1.65 from $1.68 and our 2011E

dilutedEPS declines to $1.77 from $1.80.

Valuation

Our target price of $32 is based on a weighted valuation approach: 15x 2011E

diluted EPS of $1.77 (12.5%); 1.75x 2011E BVPS of $19.66 (12.5%); and a

target yield of 3.50%, assuming 2011E dividends per share of $1.16 (75°/o).

Recommendation

We believe that Fortis' shares are attractively valued considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

February 4, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Price (4-Feb) $27.76 52-Week High $2924
Target Price $32.00 52-Week Low $21.52

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share
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(FY-Dec.) 2008A 2009A 2010E 2071E

EPS $1.56 $1.51 $1.65 $1.77
P/E 16.8x 15.7x

CFPS $4.21 $3.75 $4.28 $4.52
P/CEPS 6.5x 6.1x

Div. $1.03
EV ($mm) $10,534
EBITDA ($mm) $1,034.0
EV/EBITDA 10.2x

Quarterly EPS Q1

2008A $0.58
2009A $0.53
2010E $0.58

$1.04
$11,426
$1, 065.0

10.7x

QZ

$0.28
$0.31
$0.33

$1.12 $1.16
$11,793 $11,610
$1,163.8 $1,226.7

10.1x 9.5x

Q3 Q4

$0.26 $0.48
$0.21 $0.49
$0.23 $0.54

Dividend $1.12 Yield 4.0%
Book Value $18.41 Price/Book 1.Sx
Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,737
Float O/S (mm) 169.0 Float Cap ($mm) $4,690
Wkly Vol (OOOs) 2,326 Wkly $Vol (mm) $57.5
Net Debt ($mm) $6,235.0 Next Rep. Date 29-Apr (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2009E:
$1.55; 2010E: $1.72; 2011 E: $1.84

Changes Annual EPS Quarterly EPS
2010E $1.68 to $1.65 Q2/DOE $0.34 to $0.33
2011E $1.80 to $1.77 Q3/10E $0.24 to $0.23

Q4/10E $0.55 to $0.54

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 9.



BMO Capital Markets Fortis

Q4/09 Results Slightly Below Expectations; Expect Rate
Base Growth to Drive Earnings in 20'10

Fortis reported Q4/09 GAAP EPS of $0.48 (basic). After adjusting fora $3 million tax

recovery at FortisOntario and $5 million in non-recurring expenses associated with converting

portions of the distribution system at Terasen Gas Whistler to utilize natural gas instead of

propane, comparable Q4/09 EPS were $0.49 (basic). This is slightly lower than our Q4/09 EPS

estimate of $0.53 (basic) and the First Call Mean estimate of $0.52 (range $0.4f~055). The

difference between actual and expected results appears to be due to: (1) slightly lower-than-

expected eail~ings at the Caribbean Utility Companies ($0.01/share); (2) lower-than-expected

earnings at FortisGeneration ($0.02/share); and (3) corporate costs that were $0.01/share higher

than expected.

With the completion of cost of capital reviews during Q4/09, we believe that EPS growth in

2010 will be largely driven by rate base investment. The company continues to target capital

spending of $5 billion over the next five years and capital expenditures for 2010 have been

estimated at approximately $1.1 billion, with $974 million of this total allocated to the

company's Canadian regulated utility businesses.

Fortis has histarically grown through acquisition and its last major transaction was the

acquisition of the Terasen Gas utilities, which was completed in May 2007. Now that financial

markets have stabilized (both credit and equity), we would expect Fortis to continue to review

potential acquisition candidates, with the most likely targets being regulated utility companies

operating in the U.S.

On January 11, 2010, Fortis increased its common dividend by 7.7% to $1.12 from $1.04. The

size of the dividend increase suggested that Fortis decided to pay out some of the incremental

earnings associated with the completed cost of capital reviews to its shareholders, and as such,

the dividend increase was greater than expected (we were anticipating a dividend increase of

~3.8%). Unless Fortis completes an acquisition during 2010, we expect relatively stable

performance from the company this year. Investors should expect moderate EPS and dividend

growth commensurate with rate base additions.

Our target price of $32 is based on a weighted valuation approach: 15x 2011E diluted EPS of

$1.77 (12.5%); 1.75x 2011E BVPS of $19.66 (12.5%); and a target yield of 3.50%, assuming

2011E dividends per share of $1.16 (75%).

We believe that Fortis' shares are attractively valued considering the company's relatively low-

risk, diversified business model. Our rating is Outperform.
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Q4/09 Results

As set out in Table 1, on a comparable basis, net income increased by 9.2% in Q4/09 versus

Q4/08. In order to present results on a comparable basis, Q4/09 GASP income was adjusted

fora $3 million tax recovery at FortisOntario and $5 million in non-recurring expenses

associated with converting portions of the distribution system at Terasen Gas Whistler to utilize

natural gas instead of propane. Fortis has applied to the British Columbia Utilities Commission

(BCUC) to include the incremental conversion costs in rate base. Should the BCUC allow the

rate base inclusion, Fortis would likely book a recovery to earnings in a future period. In this

instance, we would normalize future results to exclude the non-recurring item.

A discussion of the operating performance of each segment follows.

Table 1: Historical Results by Segment

Q4/09 Q4/09 QMOS Variance
GAAP Adjusted Adjusted QM09 Adj

Earnings Earnings Q4/OS Earnings vs. 44/08 Variance
(§mm) Adj. ($mm) ($mm) GAAP Adj. ($mm) ($mm) Adj

Regulated Gas Utilities - Canadian

Terasen Gas Companies 48.0 5.0 53.0 47.0 - 47.0 6.0 12.8%

Regulated Electric Utilities - Canadian

FortisAlberta 15.0 - 15.0 11.0 - 11.0 4.0 36.4%
FortisBC 8.0 - 8.0 7.0 - 7.0 1.0 14.3%

Newfoundland Power 8.0 - 8.0 8.0 - B.0 0.0 0.0%

Other Canadian 6A (3.0) 3.Q 3.0 - 3.0 0.0 0.0%
37.0 (3.0) 34.0 29.0 - 29.0 5.0 17.2%

Regulated Electric Utilities -Caribbean 7.0 - 7.D 8.0 - 8.0 (1.0) -12.5%

Non-Regulated -Fortis Generation 3.0 - 3.0 8.0 - 8.0 (5.0) -62.5°!0
Non-Regulated -Fortis Properties 5.0 - 5.0 4.0 - 4:0 1.0 25.0

Corporate and Other (19.0) - (19.0) (20.0) (20.0) 1.D -5.0

87.0 2.0 83.0 76.0 0.0 76.0 7,0 9.2%Net Earnings Applicable to Common Shares

source: amp capuai mance[s, company reports

Regulated Gas Utilities - Terasen Gas Companies

Adjusted Q4/09 net earnings of $53 million from Terasen Gas Inc. were consistent with our

estimate of $53 million and $6 million greater than comparable Q4/08 earnings of $47 million.

The increase in earnings in Q4/09 vs. Q4/08 was primarily due to the impact of a regulatory

decision by the British Columbia Utilities Commission, which increased the allowed ROE for

Terasen Gas to 9.5% from 8.47% and the allowed ROE at Terasen Gas Vancouver Island to

10% from 9.12%. Increases to deemed ROE were retroactively effective to July 1, 2009 and as

a result of the decision, Fortis recorded incremental earnings of $6 million.

Regulated Electric Utilities - FortisAlberta

Q4/09 net income of $15 million was consistent with our estvnate of $15 million and greater

than Q4/08 earnings of $11 million. The increase in earnings in Q4/09 vs. Q4/08 was primarily

due to an increase in customer distribution rates and the results of the Alberta Utilities

Commission (AUC) Generic Cost of Capital Hearing, which increased FortisAlberta's allowed

ROE to 9% from 8.51% and increased the company's deemed equity thickness to 41% from

37%. Incremental earnings from the AUC decision were $4 million.

BMO ~~ Capital Markets
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Regulated Electric Utilities — FortisBC

Net earnings at FortisBC were $8 million in Q4/09, which was slightly greater than our estimate
of $7 million and the $7 million earned during Q4/08. Higher revenues due to the increase. in
customer electricity rates and customer growth were partially offset by increased operating
costs and higher financing charges due to increased debtlevels.

Regulated Electric Utilities — Newfoundland Power

Q4/09 net income of $8 million was consistent with our estimate of $8 million and Q4/08 net

income of $8 million.

Regulated Electric Utilities - Caribbean

The earnings contribution from the Caribbean business segment was $7 million in Q4/09 vs. our

estimate of $8 million and Q4/08 earnings of $8 million.

Unregulated — Fortis Generation

Fortis Generation reported Q4/09 net income of $3 million, which was lower than our estimate

of $6 million and Q4/08 net income of $8 million. The variance between Q4/09 and Q4/08

results was largely due to the expiration of the power-for-water exchange agreement at the

Rankine hydroelectric generating facility on April 30, 2009. Lower wholesale electricity prices

in New York State reduced earnings, as did lower production in Upper New York State and

Belize.

Unregulated — Fortis Properties

Fortis Properties reported net income of $5 million, which was consistent with our estimate and

$1 million greater than Q4/08 net income of $4 million. The year-over-year increase is due to
the contributions from the recently acquired Sheraton Hotel Newfoundland (November 2008)

and' the Holiday Inn Select Windsor (April 2009). Occupancy decreased slightly to 96.2% at

the end of the quarter vs. 96.8% at the end of Q4/08. Revenue per available room fell to $68.87
during Q4/09 vs. $72.86 during Q4/08.

Estimates

We have updated our outlook for Fortis Properties to be more conservative. Our model now
assumes 2010E earnings from Fortis Properties are consistent with earnings in 2009, while

earnings in 2011E grow by approximately 3%. We have also reduced our merchant power

price assumptions at Fortis Generation. Our 2010E diluted EPS estimates decline to $1.65 from

$1.68 and our 2011E diluted EPS declines to $1.77 from $1.80.
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Table 1: Actual and Forecast Capital Expenditures (millions)

Subsidiary 2009A 2010E

Terasen Gas Companies 246.0 327.0

FortisAlberta 407.0 363.0
FortisBC 115.0 168.0
Newfoundland Power 74.0 69.0
Other Regulated Utilities - Canadian 46.0 47.0

Total Regulated Utilities - Canadian 888.0 974.0

Regulated Utilities - Caribbean 92.0 82.0
Non-Regulated - Utility 18.0 16.0

Fortis Properties 26.0 26.0
Total 1,024.0 1,098.0

Source: Company Reports

Table 2: Consolidated Summary
04Feb-10

Curtent Price: $27.76

12-Month Target Price: $32.00

ROR: 19.3%

Michael McGowan
8M0 Capital Markets

Recommendation: Ouipertorm

Year Ending December 31

2002 2003 2004 2005 2006 2007 2008 2D09E 2010E 2011E
Total Earnings Per Share $0.97 §1.06 $1.~5 $1.17 $1.38 $1.36 $1.60 $1.54 $1.68 $1.81
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.65 $7.77
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $U29 $0.29 $022 $020 $0.19 $0_ZO $020
Maritime Electric $0.10 $0.12 $0.10 $0.~9 $0.09 $0.08 $0.07 $0.07 $0.07 $0.07

CNP/Cornwall Elec/Fortis Ontario $0.14 $024 $020 $O.U3 $x.04 $0.03 $0.03 .$0.03 $0.~4 $0.04
Fortis Properties $0.14 $0.76 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.14 $D.15

Fortis TrustlFortis Generation $0.00 $O.OD $0.00 $021 $0.25 $0.17 $0.19 $0.09 $0.11 $0.11
Belize,BECOL,CUP/Fortis Caribbean $025 $024 $0.09 $0.18 $023 $U.24 $0.79 $0.15 $0.16 $0.19

FortisAlberfa/FortisBC $0.00 $0.00 $0.43 $0.54 $0.66 $0.57 $0.51 $0.57 $0.62 $0.67
Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.72 $0.76 $0.81

Other/Corpoate ($0.11) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.44) ($0.44)
Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $7.04 $1.12 $1.16
Payout Ratio 49.9% 48.9h 51.4% 52.3% 46.5% 6D.2Y 642% 67.4% 66.6% 64.1%
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 757.4 169.9 170.6 1712
Net Book Value $8.72 $8.96 $10.47 $17.76 $1226 $16.72 $18.00 $18.41 $18.99 $79.66

Market Valuation
Price: High $13.26 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 $28.66 - -
Price: Low $10.76 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 $21.62 - -

Price: Curren[ - - - - - - - - $27.76 -

P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18.7 -

P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 14.0 - -
P/E Rafio: Curtent - - - - - - - - 16.5 15.3

Price/Book Value: High 1.5 1.7 1.7 22 2.4 1.6 1.7 1.6 - -
Price/Book Value: Low 1.2 1.3 1.4 1.4 1.7 1.5 7.1 12 - -

PriceBook Value: Current - - - - - - - - 1.5 1.4

Yield: High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% 3.6% - -

Yield: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.8% - -
Yield: Current 4.0% 42%

Balance Sheet (Smm)

Debt (S-n 446.1 421.9 231.3 2182 418.0 1,042.2 607.2 599.1 397.5 3262
Debt (L-n 583.8 910.7 1,855.8 1,990.2 2,558.0 4,623.0 4,884.0 5,276.D 5,369.0 5,448.0

Deposits Due 0.0 D.0 0.0 0.0 O.D D.0 0.0 0.0 0.9 0.0
Deferred Credits 61.5 107:5 64.6 795.8 475.6 688.0 739.0 1,307.0 1,307.9 1,3U7.0
Minority Interest 40.0 36:8 37.5 35.7 130.5 175.0 145.0 123.0 123,0 123.0

Preferred Shares 0.0 125.0 321.5 319.5 439.0 439.0 667.0 667,0 917.0 917.0
Convertible Debentures 15.6 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0

Shareholders' Equity 5842 624.6 1 0 0.1 1 2 3.4 1 2 6.0 2 6 1.0 3 0 6.0 3141.3 3 2 7.2 3 3 8.5

1,731.2 2,250.9 3,533.6 3,995.0 5,360.6 9,5532 10,1322 17,157:5 11,604.7 11,533.7
Balance Sheet (% )

Debt (S-n 25.6% 18.7% 6.5% 5.5% 7.8% 10.9% 6.0% 5.4% 5.1% 2.8%
Deb[(L-T) 33.7% 40.5% 52.5% 49.8% 47.7% 48.4% 48.2% 47.3% 46.3% 47.2%

Deposits Due 0.0% 0.0% O.D% 0,0% 4.Oh 0.0% 0.0% 0.0°k 0.0% D.0%
Deferred Credi[s 3.6% 4.8% 1.8% 4.9% 8.9% 72% 7.3% 11.7% t1.3% 11.31
Minority Interest 2.3! 1.6% 1.1% 0.9% 2.4% 12% 1.4% 1.1% 1.1% 1.1%

Preferred Shares 0.0% 5.6% 9.1% 8.0% 8.2% 4.6% 6.6% 6.0% 7.9% 8.D%
Convertible Debentures 0.9% 1.1% 0.6% 0.6°Jo 12% 0.5% 0.4% 0.4% 0.4% 0.4%

Shareholders' Equity 33.7 % 27_7% 26_3 % 30_4 % ~ 27_2 % 30_1 % 28_2 % 28_0 % 29_2
10D.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.x% 100.0% 100.0%

Income Statement

Net Profit to Common 63.3 73.6 89.0 119.2 1432 187,4 252.5 262.0 2872 309,8

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 637.0 732.0 773.0

Source: BMO Capital Markets
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Fortis Inc. (FTS)
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~ $ ~~51985 1990 1995 2000 2005 2015 2007 2008 2009

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS -Rating as of 23-Feb-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3
6.8

60
60

4.45
4.71

1.3
1.1

14
13 1 14-Mar-07 NR to OP $27.10

1991 0.60 10 0.37 6,2 61 5.01 1.2 12
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 7.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1:2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 1 D.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.fi9 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8

Current` 1.53 18 1.04 3.$ 68 18.16 1.5 8

Average: 14 4.9 64 1.4 10.8

Growth(% ):
5Year: 7.6 14.0 11.7
10 Year: 10.5 8.7 10.7
20 Year: 4.9 5.5 7,3

* Current EPS is the 4 Quarter Trailing to Q3/2009
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Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securifies
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital. Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensarion for products or services other than investment banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client). of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Inveshnent Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuarion approach: 15x diluted 2011E EPS (12.5%); 1.75x 2011E BVPS (12.5%) and a target
yield of 3.50% based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (Dec. 31, 2009)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

First Call
Universe

Buy Outperform 32.2%a 12.3% 38.3°fu 36.1% 47.9% 50%
Hold Market Perform 62.6% 10.2% 61.7% 56.9% 48.9% 43%
Sell Underperform 5.3% 0% 0% 6.9% 3.2% 7%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking services

as percentage within ratings category.
*** Reflects rating disMbution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Investment Baukiiig clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the mazket;
Mkt =Market Perform - Forecast to perform roughly in line with the market.
Und = Underperform - Forecast to underperforni the market;
(S) =speculative inveshnent;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benclunark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas accarding to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmazkets.com/Company_Disclosure
Public.asp or write to Editorial Department, BMO Capital Mazkets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets. com/documents/2009/prior_rating_sy stems.pdf

Dissemination of Research
Our research publications are available via our web site httpJ/bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor ar institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy far managing
conflicts of interest in connection with investment research which is available at http://researehglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Monh~eal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions,. estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and aze subject to change
without notice. BMO Capital Markets endeavoars to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsiUility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The informafion in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be conshued as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell ar the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short posifion in many of the securities discussed herein, related securities or in options, futures or other derivative instnunents based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., fiuvish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do sa through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns LteelLtd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services AuthoriTy. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(x) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed onto, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and
member of FINR,4), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal
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(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market PerForm

Price (4-Mar) $28.50 52-Week High $29.24
Target Price $32.00 52-Week Low $21.52

Dividend $1.12 Book Value $18.41
Yield 3.9% Price/Book 1.5x

Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,864
Float O/S (mm) 169.0 Float Cap ($mm) $4,815
Wkly Vol (OOOs) 2,242 Wkly $Vol (mm) $56.2
Net Debt ($mm) $6,235 Next Rep. Date 29-Apr (E)

March 4, 2010
Research Fact Sheet
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416)359-5807
Michael. McGowan@bmo. com
Assoc: Mark Laing, CA

(FY-Dec.) 2008A 2009A 2010E 2011 E

EPS $1.56 $1.51 $1.65 $1.77
P/E 17.3x 16.1 x

CFPS $4.21 $3.75 $4.29 $4.52
P/CEPS 6.6x 6.3x

Div. $1.03 $1.04 $1.12 $1.16
EV ($mm) $10,534 $10,900 $11,975 $11,793
EBITDA ($mm) $1,034.0 $1,065.0 $1,163.8 $1,226.7
EV/EBITDA 10.2x 10.2x 10.3x 9.6x

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.3% 8.3% 8.8% 9.2°/o
2008A $0.58 $0.28 $0.26 $0.48 Book Value ($) $18.00 $18.41 $18.99 $19.66
2009A $0.53 $0.31 $0.21 $0.49 D/Tot. Cap. (%) 67.6% 68.1 % 68.5% 67.1
2010E $0.58 $0.33 $0.23 $0.54 Reg. ROE (%) na na na na

NOtBS: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DisCloSU~es: 1, 2,3, 4, 5, 6AC
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Company Description -Fortis is a publicly listed bolding Island), Turks and Caicos (100%, Turks and Caicos),

company with four key businesses: electric utility FortisAlberta (100%, Alberta), FortisBC (100%, British

operations, regulated natural gas distribution, non-regulated Columbia) and the Terasen Gas Companies (100%, British

electric power generation and non-utility property activities. Columbia). Website: fortisinc.co~~a

Gas and electric utility operations include Newfoundland Recent Results -Fortis Inc. reported Q4/09 GAAP EPS of
Power (100%, Newfoundland), Maritime Electric (100%, $0.48 (basic). After adjusting fora $3 million tax i°ecovery
PEI), Fortis Ontario (100%, Ontario), Belize Electricity at FortisOntario and $5 million in non-recurring expenses
(70.1%, Belize), Caribbean Utilities (59.5%, Grand Cayman associated with converting portions of the distribution
This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



system at Terasen Gas Whistler to utilize natural gas instead
of propane, comparable Q4/09 EPS were $0.49 (basic).
This is slightly lower than our Q4/09 EPS estimate of $0.53
(basic) and the First Call Mean estimate of $0.52 (range
$0.46-0.55). The difference between actual and expected
results appears to be due to: (1) slightly lower-than-expected
earnings at the Caribbean Utilities Companies ($0.01/share);
(2) lower-than-expected earnings at Fortis Generation
($0.02/share); and (3) corporate costs that were $0.01/share
higher than expected.

Corporate Developments — On January 11, 2010, Fortis
announced a 7.7% increase to its annual dividends. Fortis
also announced the issuance of $250 million of Series H
preferred shares. Proceeds will be used to repay borrowings
under Fortis' credit facility and to inject additional equity
into a regulated subsidiary.

Qn December 16, 2009, the British Columbia Utilities
Commission (BCUC) released a decision regarding the
return on equity and capital structure for the Terasen

Research Fact Sheet

Companies (100% Fortis). Pursuant to the BCUC's
decision, Terasen Gas Inc.'s allowed ROE has been
increased to 9.5% from 8.47% and the deemed equity
component of its capital structure has been increased to 40%
from 35%.

Forecasts —Our diluted EPS estimates are $1.65 in 2010
and $1.77 in 2011.

Valuation —Our target price of $32 is based on a weighted
valuation approach: 15x diluted 2011E EPS of $1.77
(12.5%); 1.75x 2011E BVPS of $19.66 (12.5%); and a
target yield of 3.50%, assuming 2011E dividends per share
of $1.16 (75%).

Recommendation — We believe that Fortis shares are
attractively valued, considering the company's relatively
low-risk, diversified business model. Our rating is
Outperform. Member of Top 15 Income and Large Cap
stock selections.

BMO Q Capital Markets
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1985 1990 1995 2000 2005 201D 2007 2008 2009

FYE EPS P/E DPS Yieid Payout BV P/6 ROE FTS - Rating as of 2-Apr-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-08 NR to OP $23.911990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 12 12
1992 0.64 10 0.38 62 60 5.26 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0:64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 20.05 1.4 8

Current' 1.54 18 1.12 4.1 73 18.41 1.5 8

Average: 14 4.8 64 1.4 10.6

Growth(% ):
5 Year: 7.8 14.5 12.0
10 Year: 10.6 9.5 10.8
20 Year: 4.9 5.9 7.4

'Current EPS is the 4 Quarter Trailing to Q4l2009.
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BMO Capital Markets Disclosure Statement

IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan,. CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. I also certify that no part of my compensafion was, is, or will be, directly or indirectly, related to the specific recommendafions
or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendafions, accuracy of earnings estimates, and service to clients.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x 2011E BVPS (12.5%) and a target
yield of 3.50% based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies.
Changes in regulation may adversely affect performance.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for inveshnent banking. services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) ofBMO NB, BMO Capital Markets Corp., BMO CM Ltd or an affiliate within the past 12
months: Investment Banking Services & hon-Securities Related Services.

Distribution of Ratings (Dec. 31, 2009)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

First Call
Universe

Buy Outperform 32.2% 12.3% 3$.3% 36.1% 47.9% 50%
Hold Market Perform 62.6% 10.2% 61.7% 56.9% 48.9% 43%
Sell Underperform 5.3% 0% 0% 6.9% 3.2% 7%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation far Investment Backing

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets bas received compensation for Investment Banking services

as percentage of Inveshnent Backing clients.

Ratings and Sector Key
We use the following rarings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Farecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Mazket performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small,
growth, value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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BMO Capital Markets Disclosure Statement

Other Important Disclosures
For Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Companv Disclosure Public.as~ or write to Editorial Department, BMO Capital Markets, 3 Times
Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://research-us.bmocanitalmarkets.com/documents/2009/prior ratine systems.udf

Dissemination of Research
Our research publications are available via our web site http://bmocanitalmarkets.con~/research/. Institutional clients may also receive our research
via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made
widely available at the same time to all BMO Capital Markets client groups entitled to our research. Additional disseminafion may occur via email or
regular mail. Please contact your inveshnent advisor or institufional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at http://research-
ca.bmocapitalmarkets.com/Conflict Statement Public.asn or httn://research-us.bmocanitalmarkets.com/Conflict Statement Public.asn.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in
the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries
(`BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets.
The opinions, estimates and projections contained in this report are those of BMO Capital Mazkets as of the date of this report and are subject to
change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errars and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that
is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particulaz investment needs of any investor. This material is for
information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy
from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Bums Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect.
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Bums Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the. contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns
Securities Ltd.
To U.K. Residents: In the UK this document is published by SMO Capital Markets Lunited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(x) to (d) of the Order (all such persons together referred to as
"relevant persons"}. The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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BMO Capital Markets Disclosure Statement

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Bums Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Bums Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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FOI"tIS
(FTS-TSX)

Stock Rating:
Stock Price:
Target Price:

Member of:

Outperform
$27.47
$32.00

Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q1/10 Results in Line

m pact Neutral

April 30, 2010
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Details &Analysis Fortis reported Q1/10 EPS of $0.58, in line with our estimate of $0.58 and

the First Call Mean estimate of $0.58 (range $0.57-0.60). Many of the

positive decisions received during 2009's regulated cost of capital
proceeding are now showing up in Fortis's 2010 results. Earnings at
Terasen Gas were particularly strong, and were able to offset slightly

weaker-than-expected results at the non-regulated generation segment and
Fortis Caribbean. There are no changes to the company's capital

expenditure program. Fortis expects to invest $1.1 billion of capital in

2010 and approximately $5 billion during 2012014.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1985 1990 1995 2000 2005 2010 2007 2008 2009

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 21-May-07 = OP(Dec.) $ $ % h $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 6D 4.16 12 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-OS NR to OP $23.91

1991 0.60 10 0.37 62 61 5.01 12 12
1992 0.64 10 0.38 62 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 66 6.05 1.1 11
1995 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 D.46 5.1 77 6.97 1.3 9
20D1 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.OD 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current` 1.54 19 1.12 3.9 73 18.41 1.6 8

Average: 14 4.8 64 1.4 10.7

Growth(%):
5 Year: 6.7 14.5 12.0
10 Year: 10.4 9.5 10.8
20 Year: 5.1 5.9 7.4

"Current EPS is the 4 Quarter Trailing to Q4/2009

Last Daily Data Point: April 29, 2010
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IMPORTANT DISCLOSiJRES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities or issuers. I also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2; BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x
2011E BVPS (12.5%) and a target yield of 3.50% based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (Mar. 31, 2010)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Ou erform 32.9% 13.1% 36.4% 39.4% 47.9% 53%
Hold Market Perform 63.2% 11.9% 63.6% 55.3% 48.5°/a 41%
Sell Unde erform 3.9% 0% 0% 5.2°/a 3.6% 6%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Inveshnent Banking services as percentage of Investment Banking clients.

*'~` * Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform -Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, iTS
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://research~lobal.bmocapitalmarkets.com/Compan~Disclosure Public.as~ or write to Editorial Department,
BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1
First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researchelobal.bmocanitalmarkets.com/documents/2009/prior ratins systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.comhesearch/. Institutional clients
may also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn://researchelobal.bmocanitalmarkets.com/Conflict Statement Public.asp

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled ar derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
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herein should do so through BMO Capital Markets Corp. andlor BMO Nesbitt Burns Securities Ltd..
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
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TM Trademark Bank of Montreal

OCOPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group

Brief Research Note •Page 5



FOI'"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market PerForm

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q1/10 Results in Line; Positive Regulatory
Decisions Now Reflected in Results

Event

Fortis reported Q1/10 EPS of $0.58, in line with our estimate of $0.58 and the

First Call Mean estimate of $0.58 (range $0.57-0.60). Many of the positive

decisions received during 2009's regulated cost of capital proceedings are now

showing up in Fortis's 2010 results. Earnings at Terasen Gas were particularly

strong and were able to offset slightly weaker-than-expected results at the non-

regulated generation segment and Fortis Caribbean.

Impact

Neutral.

Forecasts

There are no changes to our estimates.

Valuation

Our target price of $32 is based on a weighted valuation approach: 15x 2011E

diluted EPS of $1.77 (12.5%); 1.75x 2011E BVPS of $19.66 (12.5%); and a

target yield of 3.50%, assuming 2011E dividends per share of $1.16 (75%).

Recommendation

We believe that Fortis's shares are attractively valued considering the

company's relatively low-risk, diversified business model. Our rating is

Outperform.

May 3, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA

Price (30-Apr) $28.05 52-Week High $29.32
Target Price $32.00 52-Week Low $22.15

Fortis Inc. (FTS)
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(FY-Dec.) 2008A 2009A 2010E 2011E

EPS $1.56 $1.51 $1.65 $1.77
P/E 17.Ox 15.Sx

CFPS $4.21 $3.75 $4.29 $4.52
P/CEPS 6.Sx 6.2x

Div. $1.03 $1.04 $1.12 $1.16
EV ($mm) $10,533 $10,908 $11,545 $11,905
EBITDA ($mm) $1,061.0 $1,063.0 $1,268.1 $1,342.8
EV/EBITDA 9.9x 10.3x 9.1x 8.9x

Quarterly EPS Q1 QZ Q3 Q4

2008A $0.58 $0.28 $0.26 $0.48
2009A $0.53 $0.31 $0.21 $0.49
2010E $0.58a $0.33 $0.23 $0.54

Dividend $1.12 Yield 4.0%
Book Value $18.66 Price/Book 1.5x
Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,787
Float O/S (mm) 169.0 Float Cap ($mm) $4,739
Wkly Vol (OOOs) 2,133 Wkly $Vol (mm) $55.9
Net Debt ($mm) $6,235.0 Next Rep. Date 04-Aug (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2010E
$1.68; 2011 E: $1.81

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 8.
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Q1/10 Earnings in Line; Positive Regulatory Decisions Now
Reflected in Results

Fortis reported Ql/10 EPS of $0.58, in line with our estimate of $0.58 and the First Call Mean

estimate of $0.58 (range $0.57-0.60). Many of the positive decisions received during 2009's

regulated cost of capital proceedings are now showing up in Fortis's 2010 results. Earnings at

Terasen Gas were particularly strong, and were able to offset slightly weaker-than-expected

results at the non-regulated generation segment and Fortis Caribbean.

Fortis has historically grown through acquisition and its last major transaction was the

acquisition of the Terasen Gas utilities, which was completed in May 2007. Now that financial

markets have stabilized, we would expect Fortis to continue to review potential acquisition

candidates, with the most likely targets being regulated utility companies operating in the U.S.

Media reports on Tuesday, April 27 speculated that Fortis was one of the bidders for E.ON's

U.S.-based utility assets, which include Louisville Gas &Electric Co and Kentucky Utilities

Co. U.S.-based PPL Corp. was ultimately successful in the auction and acquired the businesses

for U.S. $6.7 billion.

Although Fortis does not comment on unannounced corporate development activities, we did

discuss the company's acquisition parameters with management. Given the company's current

profile, Fortis believes that it could complete an acquisition with an enterprise value of

appro~mately $4 billion on a stand-alone basis. Any potential acquisition larger in scope

would likely require the support of a financial partner. Fortis's preference remains to acquire

regulated transmission businesses; however, the company will consider acquiring vertically-

integrated utilities as long as the utilities are located in jurisdictions with supportive regulatory

environments.

There were no changes to the company's expenditure program. Fortis expects to invest $1.1

billion of capital in 2010 and appro~mately $5 billion during 2010-2014. Unless Fortis

completes an acquisition during 2010, we expect relatively stable performance from the

company this year. Investors should expect moderate EPS and dividend growth commensurate

with rate base additions.

Our target price of $32 is based on a weighted valuation approach: 15x 2011E diluted EPS of

$1.77 (12.5%); 1.75x 2011E BVPS of $19.66 (12.5%); and a target yield of 3.50%, assuming

2011E dividends per share of $1.16 (75%).

We believe that Fortis's shares are attractively valued considering the company's relatively

low-risk, diversified business model. Our rating is Outperform.

Page 2 •May 3, 2010 
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Q1/10 Results

As set out in Table 1, Ql/10 GAAP net income of $100 million was $10 million greater than

comparable income of $90 million reported in Q1/09. In order to present Q1/09 results on a

comparable basis, Q1/09 GAAP income was adjusted for non-recurring items o£ (1) $1 million

at Fortis Turks and Caicos related'to a favourable court of appeal ruling regarding rates charged

to certain industrial customers; and (2) $1 million related to a change in the method of accruing

unbilled fuel factor revenue at Fortis Turks and Caicos.

A discussion of the operating performance of each segment follows:

Table 1: Historical Q1 Income by Business Segment

Q1/70 Q'1110 g1109
GAAP Adjusted Adjusted Variance

Earnings Earnings Q~109 Adj. Earnings Qt/10 Adj. vs. Variance
($mm) Adj. ($mm) ($mm) GAAP ($mm) ($mm) Q1/09 Adj.

Regulated Gas Utilities - Canadian
Terasen Gas Companies 73.0 - 73.0 58.0 - 58.0 15.0 25.9

Regulated Electric Utilities - Canadian

FortisAlberta 14.0 - 14.0 12.0 - 12.0 2.0 16.7h
FortisBC 14.0 - 14.0 14.0 - 14.0 0.0 0.0%
Newfoundland Power 7.0 - 7:0 fi.0 - 6.0 1.0 16.7N
Other Canadian 5.0 5.0 5.0 5:0 0.0 0.0%

40.0 - 40.0 37.0 - 37.0 3.0 8.1%
RegulaSed Electric Utilities - Caribbean 4.0 4.0 6.0 (2) 4.0 0.0 0.0%
Non-Regulated -Fortis Generation 2.0 - 2.0 6.0 - 6.0 (4.0) -66.7%
Non-Regulated -Fortis Properties 2.0 - 2.0 2.0 - 20 0.0 0.0%

Corporate and Other (21.0) (21.0) (17.0) (17.0) (4.0) 23.5%
Net Earnings Applicable to Common Shares t00A 0.0 100.0 92.0 (2.0) 9Q0 (t0A) 11.1

Source: 8M0 Capital Markets, Company Reports

Regulated Gas Utilities - Terasen Gas Companies

Q1/10 net income of $73 million from Terasen Gas exceeded our estimate of $64.8 million and

Q1/09 net income of $58 million. The improvement in earnings during Q1/10 was mainly due

to an increase in regulated ROE and an increase in the deemed equity thickness at Terasen Gas

Inc (TGI) to 40.0% from 35%. Effective July 1, 2009, the allowed ROE increased to 9.5%

from 8.47% for TGI and to 10.0% from 9.17% for Terasen Gas (Vancouver Island) Inc. and

Terasen Gas Whistler Inc.

Regulated Electric Utilities - FortisAlberta

Q1/10 net income of $14 million was slightly lower than our esfvnate of $14.9 million and

greater than Q1/09 net income of $12 million. The increase in earnings in Q1/10 vs. Q1/09 was

primarily due to an increase in customer distribution rates as a result of the Alberta Utilities

Commission Generic Cost of Capital Hearing, which increased FortisAlberta's allowed ROE to

9% from 8.51% and increased the. company's deemed equity thickness to 41% from 37%. In

addition, final approval of FortisAlberta's 2010-2011 Revenue Requirements Application is

expected to occur in the second quarter of 2010.

Regulated Electric Utilities - FortisBC

Q1/10 net income of $14 million was consistent with our estimate of $14,3 million and Q1/09

net income of $14 million.

Page 3 •May 3, 2010 
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Regulated Electric Utilities — Newfoundland Power

Q1/10 net income of $7 million was slightly greater than Q1/09 net income of $6 million and

our estimate of $6.4 million.

Regulated Electric Utilities — Caribbean

'The earnings contribution from the Caribbean business segment was $4 million in Q1/10 vs. our

estimate of $53 million and Q1/09 adjusted earnings of $4 million. Unfavourable foreign

currency translation during the quarter was partially offset by increased electricity sales (due to

higher-than-normal temperatures) at Caribbean Utilities.

Unregulated — Fortis Generation

Fortis Generation reported Q1/10 net income of $2 million, which was lower than our estimate

of $5.1 million and Q1/09 net income of $6 million. The variance between Q1/10 and Q1/09

results was largely due to the expiration of the power-for-water exchange agreement at the

Rankine hydroelectric generating facility on April 30, 2009 and lower power production at the

Belize facilities.

Unregulated — Fortis Properties

Fortis Properties reported net income of $2 million, which was generally consistent with our

estimate of $2.4 million and Q1/09 net income of $2 million. Occupancy decreased slightly to

95.8% at the end of the quarter vs. 96.0% at the end of Q1/09. Revenue per available room fell

to $62.93 during QU10 vs. $64.40 during Q1/09.

Other Items

In March, the 19-MW hydroelectric generating facility at Vaca in Belize was

commissioned resulting in the. delivery of 4 GWh of energy during the quarter.

The Alberta Utilities Commission is considering a proposal for regulatory reform, which
would provide a transition from traditional "return on rate base" regulation to a form of

performance based regulation (PBR). Under PBR, prevailing rates are generally adjusted

annually by a predetermined. formula that usually takes into account inflation and

productivity improvements. Incremental earnings arising from productivity improvements

are often shared with customers. Under the current proposal, PBR would apply to regulated

natural gas and electricity business, while electricity and natural gas transmission would be

excluded from PBR. The AUC has advised that the target date for the nnplementation of

PBR is July 1, 2012, based on applications filed by the end of Q1/2011. This proposal

could potentially affect FortisAlberta.

Estimates

There are no changes to our estimates.
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Table 2: Consolidated Summary

Fortis

30-Apr-10 Michael McGowan
Current Price: $28.05 BMO Capital Markets
1Nvlonth Target Price: $32.0
ROR' 'IA1% Rc~.nmmanAafiinn~ llirtncrfnrm

Year Ending December 37
ZD02 2003 2004 2005 2006 2007 2008 2009 2010E 2017E

Total Earnings Per Share $D.97 $1.06 $1.05 $1.17 $1.38 $7.36 $1.60 $1.54 $1.67 $1.81
Total Diluted Earnings Per Share $0.96 $1.03 $D.99 $1.10 $1.33 $129 $1.56 $1.51 $1.65 $1.77
Segmented EPS

Nevrfoundland Power $0.44 $0.43 $0.37 $029 $0.29 $022 $020 $0.19 $0.20 $020
Other Canadian $024 $~20 $0.15 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.11
Forks Propertles $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $x.14 $0.14 $0.15
Fortis Generebon $0.07 $0.16 $0.75 $0.21 $025 $0.17 $0.19 $0.09 $0.09 $0.11
Fortis Caribbean $0.11 $025 $0.09 $0.18 $023 $0.24 $0,19 $0.15 $0.17 $0.17

FoRisAlberta $0.00 $0.0~ $x.22 $0.30 $0.40 $0.35 $029 $0.35 $0.40 $0.43
FortisBC $0.00 $0.00 $021 $024 $026 $0.23 $022 $0.22 $024 $027

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $D.37 $0.71 $0.72 $0.76 $O.B1
Other/Corporate ($0.03) ($0,12) ($028) ($0.30) ($033) ($0.41) ($0.45) ($0.42) ($0.44) ($0.45)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1,03 $1.04 $1.12 $1.16
Payout Ra[io 49.9% 48.9% 51.4% 52.3% 46.4% 602% 642% 67.6°h 67.7% 84.3%
Average Shares (mm) fi5.1 69.2 84.7 101.8 103.6 137.6 157.4 170.2 771.4 171.8
Net Book Value $8.50 $8.84 $10.47 $11.76 $1226 $16.72 $18.00 $18.64 $1927 $19.68

Market Valuation
Price: High $7328 $15.24 $17.75 $25.64 $3.00 $30.00 $29.94 $28.86 - -
Price: Low $10.76 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 $21.62 - -

Price: Current - - - - - - - - $28.05 -
P/E Ratio: High 13.7 14.3 16.9 21,9 21.7 22.0 18.7 18.7 - -
P/E Ratio: Low 11.1 1Q.9 13.5 14.5 14.7 78.0 12.9 14.0 -

P/E Ratio: Current - - - - - - - - 16.8 15.5
PriceBook Value: High 1.6 7.7 7.7 22 2.4 1.8 1.7 1.5 - -
PriceBook Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 12 - -

PricelBook Value: Current - - - - - - - - 1.5 1.4
Yeld: High Price 3.7% 3.4% 3.0% 2.4h 2.2% 2.7% 3.4% 3.6% - -
Yield: Low Price 4.5% 4.5% 3.8% 3.6~ 3.3% 3.3% 5.0% 4.8% - -

Yield: Current 4.Ok 4.1 k

Balance Sheet ($mm)
Debt (5-~ 181.6 142.6 229.1 80.3 182.5 911.0 650.0 fi39.0 494.5 609.6
Debt (L-n 926.5 1,006.9 1.,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,200.3 5,435.4

Minority Interest 40.0 36.6 37.5 39.6 130.0 175.0 145.0 123.0 '123. 123.0
Preferted Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 667.0 917.0 917.0

Convertible Debentures 14.4 24.5 22.9 22.3 63.5 45.0 44.E 44.0 44.0 44.0
Shareholders Equity 584.5 6147 1000.1 21. 13.4 1.275.7 600.7 30 5.7 3192.7 3.297.0 3.417.9

1,746.9 1,950.4 3,492.7 3,806.8 4,588.1 6,691.7 9,397.7 9,902.7 10,075.8 10,546.9
Balance Sheet (% ~

Debt (S-n 10.4% 7.3% 6.6% 2.1% 4.0% 10.5% 6.9% 6.5% 4.9% 5.8%
Debt (L-n 53.0% 51.6% 53.9% 56.0% 54.4% 52.7% 51.5% 52.9% 51.6% 51,5%

Minority Interest 2.3% 1.9% 1.1% 1.0% 2.8% 1.3°h 1.5% 1.2°k 121 12%
Preferred Shares 0.0% 6.4% 9.2% 8.4% 9.6% 5.1% 7.1% 6.7% 9.1% 8.7%

Canvertble Debentures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.4%
Shareholders'Equity 33_5°h 31_5% 28_6% 3'I9% 27_8% 29_9% 32.4% 32_2% 327% 32_4%

100.0% 100.0% 100.0% 100.0°h ~oo.or 100.0% 100.0% 100.Oh 100.0°h 100.0%

Income Statement
Net Proft to Common 63.3 73.6 89.1 1192 1432 187.4 252.5 262.0 286.3 310.1

Cash Flow from Operetions 134.4 160.7 263.7 320.0 279.8 373.0 663:0 637.0 740.5 7862

Source: BMO Capital Markets
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1985 1990 1995 2000 2005 201D 2007 2008 2009

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 21-May-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-OS NR to OP $23.911990 0.62 9 0.37 6.8 60 4.77 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 D.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 66 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1:6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.6D 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 .8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 O.SQ 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2:9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current* 1.54 19 1.12 3.9 73 18.41 1.6 8

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year. 6.7 14.5 12.0
10 Year: 10.4 9.5 10.8.
20 Year: 5,1 5.9 7.4

*Current EPS is the 4 QuarterTrailing to Q4/2009.
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expressed in this report.
Analysts who prepazed this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure l: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for inveshnent banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an ~liate within the past 12 months:
Inveshnent Banking Services &Non-Securities Related Services.

Methodology and Risks to Price TargeWaluation
Methodology: Our tazget price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x 2011E BVPS (12.5%) and a target
yield of 3.50% based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (Mar. 31, 2010)

Rating.
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Stannine
Universe

Buy Outperform 32.9% 13.1% 36.4% 39.4% 47.9% 53%
Hold Market Perform 63.2% 11.9% 63.6% 55.3% 48.5% 41%
Sell Underperform 3.9% 0% 0% 5.2% 3.6% 6%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Backing

services as percentage of Inveshnent Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation far Inveshnent Backing services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = UnderperForm - Forecast to underperform the market;
(S) = speculafive investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the 5&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objecfives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.cam/Company_Disclosure
Public.asp or write to Editarial Deparhnent, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets.com/documents/2009/prior_rating_systems.pdf

Fortis

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters,. Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at http:/heseazchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group"} has lending arrangements with, or provide other remunerated services to, many issuers covered by BMQ Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representafion or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the prnnary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd, affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the tenns set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.,. affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth enfities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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Fortis
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

June 10, 2010
Research Fact Sheet
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA

(FY-Dec.) 2008A 2009A 2010E 2011E

Price (10-Jun) $27.53 52-Week High $29.32 EPS $1.56 $1.51 $1.65 $1.77
Target Price $32.00 52-Week Low $21.60 P/E 16.7x 15.6x

Dividend $1.12 Book Value $18.66 CFPS $4.21 $3.74 $4.29 $4.52
Yield 4.1% Price/Book 1.5x P/CEPS 6.4x 6.1x

Shares O/S (mm) 170.7 Mkt. Cap ($mm) $4,698 Div. $1.03 $1.04 $1.12 $1.16
Float O/S (mm) 169.0 Float Cap ($mm) $4,651 EV ($mm) $10,533 $10,908 $11,498 $11,857
Wkly Vol (OOOs) 2,156 Wkly $Vol (mm) $57.7 EBITDA ($mm) $1,061.0 $1,063.0 $1,266.9 $1,348.1
Net Debt ($mm) $6,235 Next Rep. Date 04-Aug (E) EV/EBITDA 9.9x 10.3x 9.1x 8.8x

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.3% 8.2% 8.7% 9.1%
2008A $0.58 $0.28 $0.26 $0.48 Book Value ($) $18.00 $18.64 $19.21 $19.88
2009A $0.53 $0.31 $0.21 $0.49 DITot. Cap. (%) 67.6% 67.8% 67.3% 67.6%
2010E $0.58 a $0.33 $0.23 $0.54 Reg. ROE (%) na na na na

NOt25: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DISCIOSUfeS: 1, 2,4, 5, 6AC
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Company Description -Fortis Inc. (Fortis) is a publicly (59.5%, Grand Cayman Island), Turks and Caicos (100%,

listed holding company with four key businesses: electric Turks and Caicos), FortisAlberta (100%, Alberta), FortisBC

utility operations, regulated natural gas distribution, non- (100%, British Columbia) and the Terasen Gas Companies

regulated electric power generation and non-utility property (100%, British Columbia). Website: fortisinc.coi~z

activities. Gas and electric utility operations include Recent Results - Fortis reported QI/10 EPS of $0.58, in
Newfoundland Power (100%, Newfoundland), Maritime line with our estimate of $0.58 and the First Call Mean
Electric (100%, PEI), Fortis Ontario (100%, Ontario), estimate of $0.58 (range $0.57-0.60). Many of the positive
Belize Electricity (70.1%, Belize), Caribbean Utilities decisions received during 2009's regulated cost of capital
This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



proceedings are now showing up in Fortis' 2010 results.
Earnings are Terasen Gas were particularly strong and were
able to offset slightly weaker-than-expected results at the
non-regulated generation segment and FortisCaribbean.

Corporate Developments —There have been no changes to
the company's capital expenditure program. Fortis expects
to invest $1.1 billion of capital in 2010 and approximately
$5 billion during 2010-2014.

On December 16, 2009, the British Columbia Utilities
Commission (BCUC) released a decision regarding the
return on equity and capital structure for the Terasen
Companies (100% Fortis). Pursuant to the BCUC's
decision, Terasen Gas Inc.'s allowed ROE has been
increased to 9.5% from 8.47% and the deemed equity

Research Fact Sheet

component of its capital structure has been increased to 40%
from 35%.

Forecasts —Our diluted EPS estimates are $1.65 in 2010
and $1.77 in 2011.

Valuation —Our target price of $32 is based on a weighted
valuation approach: 15x diluted 2011E EPS of $1.77
(12.5%); 1.75x 2011E BVPS of $19.88 (12.5%); and a
target yield of 3.50%, assuming 2011E dividends per share
of $1.16 (75%).

Recommendation — We believe that Fortis shares are
attractively valued, considering the company's relatively
low-risk, diversified business model. Our rating is
Outperform. Member of Top 15 Income and Large Cap
stock selections.

BMO Q Capital Markets
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1995 2005 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 11-Jul-07 = OP(Dec.) $ $ % % $

7987 0.52 9 0.31 6.5 60 3.92 1.2 13
19SS 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13

~ 22-Dec-08 NR to OP $23.91

1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0:96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 6.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 B

Current` 1.59 17 1.12 42 70 18.66 1.4 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year. 7.4 14.5 12.3
10 Year. 10.7 9.3 11.0
20 Year: 5.2 5.9 7.4

"Current EPS is the 4 Quarter Trailing to Q1/2010
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BMO Capital Markets Disclosure Statement

IMPORTANT DISCLOSiJRES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. I also certify that no part of my compensafion was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment backing services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x 2011E BVPS (12.5%) and a target
yield of 3..50% based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regularion by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies.
Changes in regulafion may adversely affect performance.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent backing services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than inveshnent banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Investment Banking Services &Non-Securities Related Services.

Distribution of Ratings (Mar. 31, 2010)

Rating
Category BMO Ratin

BMdCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Stannine
Universe

Buy Outperform 32.9% 13.1% 36.4% 39.4°fo 47.9% 53%
Hold Market Perform 63.2% 11.9% 63.6% 55.3% 48.5% 41

°/a

Sell Underperforni 3.9% 0% 0% 5.2% 3.6% 6%
* Reflects rating distribufion of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all wmpanies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage within ratnigs category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Inveshnent Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equiTy research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services

as percentage of Investment Backing clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small,
growth, value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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BMO Capital Markets Disclosure Statement

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
hrip://researchglobal.bmocapitalmarkets.com/Compan~Disclosure Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times
Square, New York,. NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
htto://researchelobal.bmocanitalmarkets.com/documents/2009/rorior ratine systems.rodf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.coin/research/. Institutional clients may also receive our research
via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made
widely available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or
regular mail. Please contact your inveshnent advisor or institufional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group ident~es and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at
http://researchelobal.bmocanitalmarkets.com/Conflict Statement Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in
the U.S. BMd Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries
("BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets.
The opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to
change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. Informafion may be available to BMO Capital Markets or its affiliates that
is not reflected in this report. The information in this report is not intended to be used as the prunary basis of inveshnent decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for
information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy
from or sell to customers the securiries of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates,. officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.
Addifio~al Matters
To Canadian Residents: BMO Nesbitt Bums Inc. and BMO Nesbitt Burns LteelLtd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns
Securiries Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. Tlie contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling withni Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") ar (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States,. retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Bums Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Bums Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A ineinber of BMO ~ Financial Group
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Fortis
(FTS-TSX)

Stock Rating: Outperform
Stock Price: $29.41
Target Price: $32.00

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q2/10 Results in Line

Impact Neutral

August 4, 2010
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Details &Analysis Fortis Inc. reported Q2/10 EPS of $032, which was in line with our
estimate of $0.33 and the First Call Mean estimate of $032 (range $0.30-
0.33). Results from Fortis's individual business segments were generally

consistent with our estimates, but corparate costs were slightly higher than

anticipated. There were no material changes to Fortis's capital

expenditure program. The company expects to invest $1.1 billion of
capital in 2010 (year-to-date spending was $432 million) and
approximately $5 billion during 2010-2014. Overall, this appeared to be a
strong quarter with no surprises. We continue to believe that Fortis's
shares are attractively valued considering the company's relatively low-
risk business model.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1985 7995 2000 2005 2010 20D8 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 23-Aug-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

7.3
1.1

14
13 1 22-Dec-08 NR to OP $23.91

1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 5.28 12 12
1993 0:64 11 0.40 5.6 63 5.53 1:3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 74 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.fi3 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1:03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current 1.59 18 1.12 3.8 7D 18.66 1.6 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 7.8 14.5 12.3
10 Year: 10.0 9.3 11.0
20 Year: 5.0 5.9 7.4

*Current EPS is the 4 QuarterTrailing to Q1/2010

Last Daily Data Point: August 3, 2010
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BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
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Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
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Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x
2011E BVPS (12.5%) and a target yield of 3.50% based on 2011E dividends per share (75%).
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://research~lobal.bmocapitalmarkets.com/Company Disclosure Public.asp or write to Editorial Deparhnent,
BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, 1
First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researchelobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients
may also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn://research~lobal.bmocanitalmarkets.com/Conflict Statement Public.asn

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capita] Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
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FOf"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q2/10 Results in Line;
Outperform Rating Maintained

Event

Fortis Inc. reported Q2/10 EPS of $0.32, which was in line with our estimate of

$0.33 and the First Call Mean estimate of $032 (range $0.30-0.33). Results

from Fortis's individual business segments were generally consistent with our

estimates, but corporate costs were slightly higher than anticipated.

Impact

Neutral.

Forecasts

We have updated our forecasts to reflect Q2/10 results. There are no changes to

our EPS estimates.

Valuation

Our target price of $32 is based on a weighted valuation approach: 15x 2011E

diluted EPS of $1.77 (12.5%); 1.75x 2011E BVPS of $19.74 (12.5%); and a

target yield of 3.50%, assuming 2011E dividends per share of $1.16 (75%).

Recommendation

We believe that Fortis's shares are attractively valued considering the

company's relatively low-risk, diversified business model. Our rating is

Outperform.

August 4, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA

Price (3-Aug) $29.41 52-Week High $29.51
Target Price $32.00 52-Week Low $21.60

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2008A 2009A 2010E 2011E

EPS $1.56 $1.51 $1.65 $1.77
P/E 17.8x 16.6x

CFPS $4.21 $3.74 $4.29 $4.52
P/CEPS 6.9x 6.Sx

Div. $1.03 $1.04 $1.12 $1.16
EV ($mm) $10,533 $10,908 $11,725 $12,102
EBITDA ($mm) $1,061.0 $1,063.0 $1,268.4 $1,349.5
EV/EBITDA 9.9x 10.3x 9.2x 9.Ox

Quarterly EPS Q1 Q2 Q3 Q4

2008A $0.58 $0.28 $0.26 $0.48
2009A $0.53 $0.31 $0.21 $0.49
2010E $0.58a $0.32a $0.23 $0.54

Dividend $1.12 Yield 3.8%
Book Value $18.79 Price/Book 1.6x
Shares O!S (mm) 172.9 Mkt. Cap ($mm) $5,085
Float O/S (mm) 1712 Float Cap ($mm) $5,035
Wkly Vol (OOOs) 2,110 Wkly $Vol (mm) $57.3
Net Debt ($mm) $6,062.0 Next Rep. Date O5-Nov (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First CaII Mean Estimates: FORTIS INCORPORATED (C$) 2010E
$1.66; 2011 E: $1.78

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 9.
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Q2/10 Earnings in Line; Expect Rate Base Growth to Drive
Earnings and Dividend Growth

Fortis Inc. reported Q2/10 EPS of $032, which was in line with our estimate of $033 and the

First Call Mean estimate of $0.32 (range $030-0.33). Results from Fortis's individual business

segments were generally consistent with our estimates, but corporate costs were slightly higher

than anticipated.

Fortis has historically grown through acquisition and its last major transaction was the

acquisition of the Terasen Gas utilities, which was completed in May 2007. Now that financial

markets have stabilized, we would expect Fortis to continue to review potential acquisition

candidates, with the most likely targets being regulated utility companies operating in the U.S.

We note, however, that Fortis does have some medium-teen brownfield development

opportunities that have not been included in the company's capital expenditure budget. These

opportunities include a possible involvement with a proposed expansion of the Waneta hydro

facility owned by Teck Cominco and BC Hydro and a possible expansion of the Southern

Crossing pipeline owned by Terasen Gas.

There were no changes to the company's expenditure program. Fortis expects to invest $11
billion of capital in 2010 and approximately $5 billion during. 2010-2014. Absent an acquisition

during 2010, we expect relatively stable performance from the company this year. Investors

should expect moderate EPS and dividend growth commensurate with rate base additions.

Our target price of $32 is based on a weighted valuation approach: 15x 2011E diluted EPS of

$1.77 (12.5%); 1.75x 2011E BVPS of $19.74 (12.5%); and a target yield of 3.50%, assuming

2011E dividends per share of $1.16 (75%).

We believe that Fortis's shares are attractively valued considering the company's relatively

low-risk, diversified business model. Our rating is Outperform.

Q2 Results

Fortis reported Q2/10 GAAP net income of $55 million, which was consistent with our estimate

of $55.8 million, and $2 million greater than comparable income of $53 million reported in

Q2/09. A comparison of Q2/10 and Q2/09 results by business segment is set out in Table 1.

Table 1: Historical Q2 Income by Business Segment

azno Qzno nz~os
GAAP Adjusted Adjusted Variance

Earnings Earnings Q2109 Adj. Earnings Q2N0 Adj. vs. Variance
($mm) Adj. ($mm) ~$mm) GAAP ($mm) ($mm) Q2109 Adj.

Regulated Gas Utilities - Canadian
Terasen Gas Companies 17.0 - 77.0 14.0 - 14.0 3.0 21.4

Regulated Electric Utilities -Canadian
FortisAlberta 17.0 - 77.0 17.0 - 17.0 0.0 0.0%
FortisBC 8.0 - 8.0 7.0 - 7.0 1.0 14.3!
Newfoundland Power 11.0 - 11.0 71.0 - 11.0 0.0 0.01
Olher Canadian 4.0 4.0 4.0 4.0 0.0 0.0%

40.0 - 40.0 39.0 - 39.0 1.0 2.6
Regulated Electric Utilities - Caribbean 7.0 7.0 7.0 - 7.0 0.0 0.0
Non-Regulated -Fortis Generation 3.0 - 3.0 3.0 - 3.0 0.0 0.0
Non-Regulated -Fortis Properties 8.0 - 8.0 8.0 - 8.0 0.0 0.0

Corporate and Other (20.0) (20.0) (7 B.0) (18.0) (2.0) 11.1
55.0 0.0 55.0 53.0 0.0 53.0 (2.0) 3.8Net Earnings Applicable to Common Shares

Source: BMO Capital Markets, Company Reports
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A discussion of the operating performance of each business segment follows below.

Regulated Gas Utilities — Terasen Gas Companies

Q2/10 net income of $17 million from Terasen Gas exceeded our estimate of $13 million and
Q2/09 net income of $14 million. The improvement in earnings during Q2/10 vs. Q2/09 was

primarily due to an increase in regulated ROE and an increase in the deemed equity thickness at
Terasen Gas Inc. (TGI) to 40.0% from 35.0%. Effective July 1, 2009, the allowed ROE
increased to 9.5% from 8.47% for TGI and to 10.0% from 9.17% for Terasen Gas (Vancouver
Island) Inc. and Terasen Gas Whistler Inc. We also believe that Q2/10 earnings exhibited some
seasonality, as cooler-than-normal weather increased gas consumption during the quarter.

Regulated Electric Utilities — FortisAlberta

Q2/10 net income of $17 million was consistent with Q2/09 net income of $17 million and $0.9
million lower than our estimate of $17.9 million.

Earnings in Q2/09 benefitted from a $3 million income tax recovery. We understand that
approximately $2 million of the recovery relates to a reversal of income tax provisions
expensed during prior quarters, while the remaining $1 million resulted from a future income
tax benefit that was triggered by the collection of amounts held in a deferral account related to
2007 transmission tariffs paid to the Alberta Electric System Operator.

Although Q2/10 results at FortisAlberta did not benefit from a tax recovery, earnings were
assisted from an increase in customer distribution rates arising from the 2009 Alberta Utilities
Commission (AUC) Generic Cost of Capital Hearing, which increased FortisAlberta's allowed
ROE to 9% from 8.51% and increased the company's deemed equity thickness to 41% from

37%. Excluding the taY benefit recorded last year, earnings at FortisAlberta would have
increased by $3 million in Q2/10 vs. Q2/09.

Regulated Electric Utilities — FortisBC

Q2/10 net income of $8 million was slightly greater than Q2/09 net income of $7 million and

consistent with our estimate of $8.3 million.

Regulated Electric Utilities — Newfoundland Power

Q2I10 net income of $11 million was consistent with our estimate of $11.2 million and Q2/09

net income of $11 million.

Regulated Electric Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $7 million in Q2/10 vs. our
estimate of $7.7 million and Q2/09 net income of $7 million. Unfavourable foreign currency

translation during the quarter was partially offset by increased electricity sales (due to higher-

than-normal temperatures) at Caribbean Utilities.

BMO e Capital Markets
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Unregulated -Fortis Generation

Fortis Generation reported net income of $3 million, consistent with Q2/09 net income of $3
million but lower than our estimate of $41 million. The difference between actual and
expected results was due unfavourable foreign currency translation during the quarter which
resulted in a decrease in revenue of approximately $1 million.

Unregulated — Fortis Properties

Fortis properties reported net income of $8 million, which was consistent with our estimate of

$7.7 million and Q2/09 net income of $8 million. Occupancy decreased slightly to 94.8% at the

end of the quarter vs. 95.9% at the end of Q2/09. Revenue per available room increased to
$83.77 during Q2/10 vs. $83.15 during Q2/09.

Regulated Entities Appear to Receive a Temporary Reprieve from IFRS

On July 28, 2010, the Accounting Standards Board (AcSB) issued an exposure draft proposing
that qualifying entities with rate-regulated operations may elect to defer the adoption of
International Financial Reporting Standards (IFRS) until reporting periods beginning on or after

January 1, 2013. We view this announcement positively considering that the International
Accounting Standards Board has not finalized deliberations on the recognition, measurement
and disclosure of regulatory assets and liabilities. As the IASB is unlikely to finalize these

deliberations before the deadline requiring Canadian companies to adopt IFRS (January 1,

2011), the Canadian AcSB is of the view that it is prudent for rate-regulated entities to be given

the opportunity to delay the adoption of IFRS until these deliberations are completed. Failing

to grant this option could require entities to make multiple changes to the accounting treatment
of regulatory assets and liabilities over a very short period of time (for example, the accounting

treatment of regulatory assets and liabilities by Canadian companies could change upon the

initial adoption of IFRS, and once again when the IASB completes its deliberations). This
would create considerable uncertainty and likely reduce the comparability of financial

statements between periods.

If the exposure draft is ratified, Fortis will elect to defer the adoption of IFRS unti12013.

Estimates

We have updated our forecasts to reflect Q2/10 results. There are no changes to our EPS
estimates.
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Table 2: Consolidated Summary

04-Aug-10
Current Price: $28.75
'INvlonth Target Price: $32.00
ROR• 15 2

Fortis

Michael McGowan
BMO Capdal Markets

Recommendation Outoertnrm

Year Ending December 31
2002 2003 2004 2005 2006 2007 2006 2009 2010E 2011E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $7.54 $1.67 $1,61
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1:33 $129 $1.56 $1.51 $1.65 $7.77
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $029 $022 $020 $0.19 $020 $0.20
Other Canadian $0.24 $0.20 $0.15 $0.12 $0.13 $0.11 $x.10 $0.10 $0.11 $0.11
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0,75 $0.14 $0.14 $0.15
Fortis Generation $0.07 $0.16 $0.15 $021 $x.25 $0.17 $0.19 $0.09 $0.09 $0.17
Fortis Caribbean $0.11 $0.25 $0.09 $0.18 $0.23 $0.24 $0.79 $x.15 $0.17 $0.17

FortisAl6erta $0.00 $0.00 $022 $030 $~.4~ $0.35 $029 $0.35 $0.40 $0.43
FartisBC $0.00 $0.00 $021 $024 $026 $023 $022 $0.22 $024 $027

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.77 $0.72 $0.76 $0.61
OthedCorporate ($0.03) ($0.12) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.43) ($0.44)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16
Payout Ratio 49.9% 48.9h 51.4% 52.3% 48.4% 60.2°h 642°h 67.6% 67.0% 64.3%
Average Shares (mm) 65.1 692 64.7 701.8 103.6 137.6 157.4 770.2 172.1 173.0
Net Book Value $8.50 $8.84 $10.47 $11.76 $1226 $16.72 $18.00 $18.64 $19.08 $19.74

Market Valuation
Price: High $13.26 $15.24 $17.75 $25.64 $30.00 $30.0 $29.94 $28.86 - -
Price: Low $10.76 $11.63 $1423 $17.0 $20.36 $24.50 $20.70 $21.62 - -

Price: Current - - - - - - - - $28.75 -
P/E Ratio: High 13.7 14.3 16.9 21.9 27.7 22.0 18.7 18.7 - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.0 129 14.0 - -

P/E Ratio: CurrefR - - - - - - - - 772 15.9
Price/Book Value: High 1.6 1.7 1.7 22 2.4 1.8 1.7 1.5 - -
PriceBookValue: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 12 - -

Price/Bonk Value: Current - - - - - - - - 1.5 1.5
Yeld: High Price 3.7h 3.4% 3.D% 2.4°h 22% 2.7% 3.4% 3.6% -
Yield: Low Pnce 4.5% 4.5°k 3.8% 3.6% 3.3°h 3.3% 5.0% 4.8h - -

Yeld: Current 3.9% 4.Oh

Balance Sheet ($mm)
Debt (S-n 181.6 142.6 229.1 80.3 182.5 911.0 650.0 639.0 493.6 607.9
Debt (L-~ 926.5 7,006,9 1,867.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,200.3 5,435.4

Minority Interest 40.0 36.8 37.5 39.6 130.0 115.0 145.0 'i23.~ 123.0 123.0
Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 667.E 917.0 917.0

Convertible Deberdutes 14.4 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0
Shareholders' Equity 584.5 614.7 1 000.1 1 213.4 1 275.7 2 fi00.7 3 045.7 3 1927 3 2 7.7 3 4 9.3

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,075.6 70,546.7
Balance Sheet (% ~

Debt (S-n 70.4% 7.3% 6.6% 2.1% 4.0°h 10.5% 6.9% 6.5% 4.9% 5.8%
Debt (L Tj 53.0% 51.6% 53.9°h 56.0°h 54.4% 52.7% 51.5% 52.9% 51.6%. 51.5%

Minority Interest 2.3% 1.9% 1.1% 1.0% 2.8% 1.3% 1.5% 12% 1.2% 12%
Preferred Shares 0.0% 6.4% 92 % 8.4% 9.61 5.1 % 7.1 % 6.7 % 9.1 % 8.7

Convertible Debentures 0.8% 1.3°h D.7% 0.6% 1.4% 0.5°h 0.5% D.4% 0.4% 0.4°h
Shareholders'Equity 33_5k 31=5% 28_6h 37_9% 278% 29_9% 32_4% 32_2% 32.71 32_4%

100.0% 100.0% 100.0% 100.0% 100.0% 10.0% 100.0% 700.0% 100.0 % 100.0°h

Income Statement
Net Profit to Common 63.3 73.6 89.1 1192 143.2 187.4 2525 262.0 287.7 312.4

Cash Flow from O erations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 637.0 742.1 788.5

Source: BMd Capital Markets
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1955 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS -Rating as of 23-Aug-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
7.1

14
13 1 22-Dec-OS NR to OP $23.91

1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 6Q 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1:3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0:60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 fi.63 1.4 7
1999 0.56 14 0.45 5.7 80 fi.57 12 9
200D 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2:9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current' 1.59 18 1.12 3.8 70 18.66 1.6 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 7.8 14.5 12.3
10 Year: 10.0 9.3 11.0
20 Year: 5.0 5.9 7.4

* CurrentEPS is the 4 QuarterTrailing to QU2010.
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IMPORTANT DISCLOSURES

Fortis

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securiries
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitabiliTy of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communicafion of ideas to clients, performance of recommendations, accuracy of earuiugs estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking. services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Investment Banking Services & Nnn-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x 2011E BVPS (12.5%) and a target
yield of 3.50%based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regularion by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (June 30, 2010)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 37.1% 13.7% 43.6% 40.9% 51.0% 54.4%
Hold Market Perform 59.3% 10.4% 52.7% 54.8% 45.4% 40.2%
Sell Underperform 3.6% 11.8% 3.6% 43% 3.6% 5.4%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribufion of all companies from which BMO Capital Markets Corp. has received compensafion for Inveshnent Banking services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Inveshnent Batlkiiig clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Investment Bu~kiug clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the mazket;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform -Forecast to underperform the mazket;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide. investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure
Public.asp or write to Editorial Deparhnent, BMO Capital Mazkets, 3 Times Square, New Yorlc, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets.com/documents/2009/prior rating_systems.pdf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMOC Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investrnent advisor or institutional salesperson for more information.

Conflict Statement
A general descriprion of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at http://reseazchglobal.bmocapitalmarkets.cam/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and aze subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its ~liates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investrnent decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Mazkets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities ar in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy ar sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Bums Inc. and BMO Nesbitt Bums Ltee/Ltd., affiliates of BMO Capital Markets Corp, fiunish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transacfions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities ofBank of Montreal. Any U.S. person wishing to effect
transacfions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
200 (the "Order") or (II) high net worth entities falling within Article. 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof'are not intended for the use of and may not be issued or passed onto, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIP~ in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OO COPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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FOI''tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Investment in Waneta Dam Expansion Announced;
Maintaining Outperform Rating

Event

Fortis has announced that it is part of a partnership that is proposing to construct

a 335 MW expansion of the Waneta Dam, located near Trail, BC. The other

two project proponents include the Columbia Power Corporation and the

Columbia Basin Trust, both of which are owned by the Government of British

Columbia. The capital cost of the project is estimated at $900 million, and the

facility is expected to be placed in service during the spring of 2015. Fortis

owns a 51%interest in the partnership and will be responsible for operating and

maintaining the facility once it is placed into service. Revenues from the

facility are expected to be largely capacity-based, which should reduce

hydrological risk associated with the facility. Additional details of the project

are set out herein.

Impact

Positive. Fortis expects earnings from this project to slightly exceed returns

from its regulated utilities. Given the relatively low-risk nature of this project

(limited hydrological risk, government counterparties), we believe this is a

positive investment for Fortis.

Forecasts

There are no changes to our estimates.

Valuation

Our target price of $32 is based on a weighted valuation approach: 15x 2011E

diluted EPS of $1.77 (12.5%); 1.75x 2011E BVPS of $19.74 (12.5%); and a

target yield of 3.50%, assuming 2011E dividends per share of $1.16 (75%).

Recommendation
We believe that Fortis's shares are attractively valued considering the

company's relatively low-risk, diversified business model. Our rating is

Outperform.

August 26, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA

Price (25-Aug) $29.16 52-Week High $29.51
Target Price $32.00 52-Week Low $21.60

Fortis InC. (FTS)

Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2008A 2009A 2010E 2011E

EPS $1.56 $1.51 $1.65 $1.77
P/E 17.7x 16.Sx

CFPS $421 $3.74 $4.29 $4.52
P/CEPS 6.8x 6.5x

Div. $1.03 $1.04 $1.12 $1.16
EV ($mm) $10,533 $10,908 $11,829 $12,207
EBITDA($mm) $1,061.0 $1,063.0 $1,270.0 $1,350.6
EV/EBITDA 9.9x 10.3x 9.3x 9.Ox

Quarterly EPS Q1 Q2 Q3 Q4

2008A $0.58 $0.28 $026 $0.48
2009A $0.53 $0.31 $021 $0.49
2010E $0.58a $0.32a $0.23 $0.54

Dividend $1.12 Yield 3.8%
Book Value $18.79 PricelBook 1.6x
Shares O/S (mm) 172.9 Mkt. Cap ($mm) $5,042
Float O/S (mm) 171.2 Float Cap ($mm) $4,992
Wkly Vol (OOOs) 2,142 Wkly $Vol (mm) $58.6
Net Debt ($mm) $6,062.0 Next Rep. Date OS-Nov (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2010E:
$1.65; 2011 E: $1.78

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 4 to 7.
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Project Details

Fortis has announced that it is part of a partnership that is proposing to construct a 335 MW

expansion of the Waneta Dam, located near Trail, BC. Details of the project are set out below:

• The other two project proponents include the Columbia Power Corporation and the

Columbia Basin Trust, both of which are owned by the Government of British Columbia.

• Fortis is expected to hold a 51% interest in the project and will maintain and operate the

facility once it is placed into service in the spring of 2015.

• The capital cost. of the project is expected to be $900 million, and costs are expected to be

incurred from 2011 to 2016, with approximately $70 million incurred in 2010 and $180

million in 2011. Fortis's share of total project costs is approximately $459 million. Fortis

intends to initially finance its contribution using credit facilities, but will permanently

finance its investment with a combination of debt and equity.

• The project has received federal and provincial environmental approvals. Construction is

expected to commence this fall.

• Revenue from the facility will be derived from two sources.

• Approximately 630 GWh of production will be sold to BC Hydro, pursuant to the

Canal Plant Agreement, whereby the facility will receive fixed energy and capacity

entitlements based on long-term average water flows. Pricing for this energy will be

consistent with prices awarded to projects pursuant to the BC Clean Power Call.

• Surplus capacity of approxnnately 234 MW will be sold to Fortis BC, subject to

approval from the British Columbia Utilities Commission. This capacity will receive a

price ranging from $11,000 to 17,500 per MW per month.

• Given that both revenue streams consist of capacity payments, hydrological risk

associated with this asset should be minimized.

• Fortis expects earnings from this project to slightly exceed returns from its regulated

utilities, which are generally subject to deemed ROE of 9.5-10.0%. Assuming that this

project is financed with 35% equity and is capable of generating a 10.5% ROE, it could

contribute up to $16.9 million in incremental earnings when it is commissioned.

Will This Project Accelerate Fortis's Equity Requirements?

Although this project isn't. expected to contribute to earnings until early 2015, all construction

costs, including interest, are expected to be capitalized until that time. Construction of the

project should not directly impact earnings; however, it is possible that capital spending

associated with the Waneta Dam expansion may cause Fortis to re-evaluate the timing of its

next equity issuance. Our model currenfly assumes that Fortis raises $260 million of common

equity in 2012E; however, it is possible that Fortis may now seek to raise additional equity

financing in 2011E.

BMO O Capital Markets
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Table 1: Consolidated Summary (Source: BMO Capital Markets estimates)

26-Aug-10
Curtent Price: $29.05
12-Month Target Price: $32.00
ROR 14.0

Fortis

Michael McGowan
BMO Capi[al Markets

RPmmmanAatinn~ niitnartnrm

Year Ending December 31

2002 2003 2004 2005 20U6 2007 2008 2009 2010E 2011E

Total Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.3fi $1.60 $7.54 $1.67 $1.81

Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.65 $1.77

Segmented EPS
Newfoundland Power $0.44 $0.43 $0.37 $029 $029 $0.22 $020 $0.19 $0.20 $020

ONer Canadian $024 $020 $0.15 $0.12 $0.13 $0.11 $0.10 $0,10 $0.11 $0.11
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $x.14 $0.15
FoRis Generation $0.07 $x.16 $0.15 $021 $025 $0.17 $0.19 $0.09 $0.09 $0.11
FoRis Caribbean $0.11 $D25 $4~9 $0.78 $023 $024 $0.19 $0.15 $0.17 $0.17

FortisAl6erta $0.00 go.00 $022 $0.30 $0.40 $0.35 $029 $0.35 $0.40 $0.43
FortisBC $0.00 $0.00 $0.27 $024 $026 $023 $022 $0.22 $024 $027

Terasen Inc. $0.00 $0.00 $0.0~ $0.00 $0.00 $0.31 $0.71 $0.72 $0.76 $0.61
OthedCorporate ($0.03) ($0.12) ($~28) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.43) ($0.44)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16
Payout Ratio 49.9°k 48.9% 51.4% 52.3% 48.4% 602% 642% 67.6% 66.9% 642%
Average Shares (mm) 65.1 692 84.7 101.8 1 3.6 137.6 157.4 170.2 172.1 173.0
Net Book Value $8.50 $6.84 $10.47 $11.76 $12.26 $16.72 $18.00 $18.64 $19.08 $19.75

Market Valuation

Price: High $1328 $1524 $17.75 $25.64 $30.00 $30.00 $29.94 $28.66 - -
Pnce: Low $10.76 $11.63 $7423 $17,00 $20.36 $24.50 $20.70 $21.62 - -

Price: Current - - - - - - - - $29.05 -
P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 78.7 - -
P/E Ratio: Low 11.1 10.9 73.5 14,5 14.7 18.0 12.9 14.0 - -

P/E Ratio: Current - - - - - - - - 17.3 16.1
Price/Book Value: High 1.6 1.7 1.7 22 2.4 1.8 7.7 1.5 - -
PriceBook Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 12 - -

Price/Book Value: Current - - - - - - - - 1.5 1.5
Yield: High Price 37% 3.4% 3.0% 2.4% 22% 27°/a 3.4% 3.6% - -
Yield: Low Price 4.5% 4,5% 3.8% 3.6h 3.3% 3.3% 5.0% 4.8% - -

Yield: Current 3.9% 4.0%

Balance Sheet ($mm)

Debt (S-~ 161.6 142.6 229.1 80.3 182.5 971.0 650.0 639.0 562.9 607.0
Debt (L-~ 926.5 1,006.9 1,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5.237.0 5,2003 5,685.4

Minorirylnterest 40.0 36.8 37.5 39.6 130.0 115.0 145.0 123.0 123.0 123.E
Preferred Shares 0.0 125.0 321.5 379.5 442.0 442.0 667.0 667.0 917.0 917.0

Convertible Debentures 14.4 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0
Shareholders'Equity 584.5 614.7 1.°°o.t 1.213.4 12. 75.7 ~ 3_`5.7 3.192.7 3298.7 3.419.9

1,746.9 1,950.4 3,492.7 3,808.8 4,588.7 8,691.7 9,391.7 9,902.7 10,145.3 10,796.4
Balance Sheet (%)

Debt (S-~ 10.4% 7.3% 6.6% 2.1% 4.0% 10.5% 6.9°h 6.5°!a 5.5% 5.6%
Debt (L-Tj 53.0% 51.6°h 53.9% 56.0% 54.4% 52.7% 51.Sh 52.9% 51.3% 52.7%

Minority Interest 2.3% 1.9% 1.7% 1.0% 2.8% 1.3% 1.5% 12% 12°h 1.1%
Prefer2d Shares 0.0°h 6A°h 9:2% 8.4% 9.6%. 5.7% 7.1% 6.7% 9.0% 8.5%

Convertible Debentures 0.8°h 1.3% 0.7Yo 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.4%
Shareholdeis'Equity 33_5% 31_5% 28_6% 31_9% 278% 29_9% 32.4% 32_2% 325% 31.7%

100.0% 100.0% 10 .0% 100,0% 100.0% 100.0% 700.0% 100.0% 100.0% 100.x%

Income Statement

Net Profit to Common 63.3 73.6 89.1 7792 143.2 187.4 252.5 262.0 268.1 312.5
Cash Flow from O eretlons 134.4 160.7 283.7 32D.0 279.8 373.0 663.0 637.0 742.9 788.7
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS PIE DPS Yield Payout BV P/B ROE FTS - Rating as of 14-Sep-07 = OP
(Dec.) $ $ % % S

1987 0:52 9 0.31 6.5 6D 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-08 NR to OP $23.911990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6:5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 66 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 1 D
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0:56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 5fi 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2D05 1.10 27 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 17
2007 1.29 21 0.84 2.9 61 16:69 1.7 9
2008 1.56 15 1.00 4.7 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current' 1.60 18 1.12 3.8 70 18.79 1.6 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 8.0 14.5 12.4
10 Year: 10.1 9.3 11.1
20 Year: 5.0 5.9 7.5

`Current EPS is the 4 Quarter Trailing to Q2/2010.

Page 4 •August 26, 2010

Last Daily Data Point: August 25, 2010

BMO ~~ Capital Markets



BMO Capital Markets Fortis

IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, ar will be, directly or indirectly,. related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of inveshnent banking services. Compensation for reseazch is based on effectiveness in generating
new ideas and in communicafion of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within
the past 12 months..
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products ar services other than investment banking
services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an afFliate within the
past 12 months: Investment Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2011E EPS (12.5%); 1.75x 2011E BVPS (12.5%) and a target
yield of 3.50% based on 2011E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (June 30, 2010)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Ou erform 37.1% 13.7% 43.6% 40.9% 51.0% 54.4%
Hold Market Perform 59.3% 10.4% 52.7% 54.8% 45.4% 40.2%
Sell Underperform 3.6% 11.8% 3.6°/a 4.3% 3.6

%a 5.4%
* Reflects rating distribution of all companies covered by BMQ Capital Markets Corp. equity research analysts..
* * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Backing services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Inveshnent Baulcing clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which SMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Inveshnent Backing clients.

Ratings and Sector Key
We use flee following ratings system definitions:
OP =Outperform - Forecast to outperform the market;.
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No raring at this time;
R=Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmazkets.com/Company_Disclosure
Public.asp or write to Editorial Deparhnent, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http://reseazchglobal.bmocapitalmarkets.com/docwnents/2009/prior_rating_sy stems.pdf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmazkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investrnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection ~~vith investment research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMQ Inveshnent Banking Group, which includes the wholesale ann of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Mazkets. The
opinions, estimates and projecrions contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of inveshnent decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investar. This material is for information purposes
only and is not an offer to sell or the. solicitation of an offer to buy any security. BMO Capital Markets or its ~liates will buy from or sell to customers
the securities of issuers mentioned in this report. on a principal basis. BMO Capital Markets or its ~liates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities. or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
~~vhether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securifies included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the ea~tent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons. together referred to as ̀ `relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OO COPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

1,364.00 GBX 2,000.00 GBX 1,400.00 GBX 2,700.00 GBX Medium Narrow Stable — — Oil & Gas - Integrated

BG Group PLC BG. (XLON) | QQQQQ

Market Cap (GBP Mil) 46,294

52-Week High (GBX) 1,662.00

52-Week Low (GBX) 1,018.53

52-Week Total Return % -5.4

YTD Total Return % -0.3

Last Fiscal Year End 31 Dec 2010

5-Yr Forward Revenue CAGR % 17.1

5-Yr Forward EPS CAGR % 22.5

Price/Fair Value 0.68

2009 2010 2011(E) 2012(E)

Price/Earnings 17.5 — — NM
EV/EBITDA 6.6 7.3 — 4.8
EV/EBIT 8.4 9.9 — 5.9
Free Cash Flow Yield % -2.8 -4.3 — -5.0
Dividend Yield % 1.4 1.5 — 1.6

2009 2010 2011(E) 2012(E)

Revenue 15,828 16,772 20,726 22,728

Revenue YoY % — 6.0 23.6 9.7

EBIT 6,351 6,173 8,447 10,222

EBIT YoY % — -2.8 36.8 21.0

Net Income, Adjusted 3,437 3,590 4,510 5,587

Net Income YoY % — 4.5 25.6 23.9

Diluted EPS 0.64 0.67 0.84 1.04

Diluted EPS YoY % — 4.1 25.6 23.9

Free Cash Flow -1,235 -2,011 -2,586 -2,326

Free Cash Flow YoY % — 62.8 28.6 -10.0

Cost Revision Damps an Otherwise Good Earnings Report for
BG Group
See Page 2 for the full Analyst Note from 04 May 2012

Allen Good
Senior Stock Analyst
allen.good@morningstar.com
+1 312 384-3867

Research as of 04 May 2012
Estimates as of 09 Feb 2012
Pricing data through 04 May 2012
Rating updated as of 04 May 2012

Analyst's Perspective 10 Feb 2012

As we expected, BG's annual strategy update held several
positive announcements. BG upwardly revised its 2020
Brazilian production forecast by 50 mboe/d. We previously
thought an upward revision was likely given the positive
news flow concerning its operations there over the past
year, and were encouraged as a result. At the same time,
BG lowered its 2015 U.S. production guidance by 110
mboe/d in light of low gas prices. As a result, total 2015
production guidance is slightly above 1 mmboe/d, compared
with almost 1.2 mmboe/d previously. While the reduction
will lower BG's growth rate over the next few years, we
view the decision positively given the likelihood of
uneconomical drilling that would have occurred otherwise.
As for its LNG segment, BG raised its 2012 profit guidance
for the second year in a row as it plans to take advantage
of strong market conditions thanks to its flexible supply and
global network.

Key Investment Considerations

BG Group is an integrated energy company primarily engaged in the
exploration for and production of natural gas in Egypt, the United Kingdom,
Trinidad and Tobago, and Kazakhstan. It specializes in using liquefied natural
gas to monetize its stranded gas resources for delivery to high-value markets
in the United States, Europe, and Asia. In 2011, BG produced an average of
646,000 barrels of oil equivalent a day, 74% of which was natural gas, and
reported proven reserves of 3.3 billion barrels of oil equivalent.

Profile

Vital Statistics

Valuation Summary and Forecasts

Financial Summary and Forecasts

The primary analyst covering this company
does not own its stock.

Currency amounts expressed with "$" are in
U.S. dollars (USD) unless otherwise denoted.

Source for forecasts in the data tables above: Morningstar Estimates
Analyst Note: Our forecast could differ with as reported and consensus figures due to
unique modeling conventions.

(USD Mil)

Contents

Analyst's Perspective
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Morningstar Analysis

Analyst Note

Thesis
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Scenario Analysis
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Credit Analysis

Financial Health

Capital Structure

Enterprise Risk

Management & Ownership

Analyst Note Archive

Additional Information

Morningstar Analyst Forecasts

Comparable Company Analysis

Methodology for Valuing Companies

Fiscal Year:

Fiscal Year:

3 We value BG Group at GBX 2,000 ($31) per share, which
implies a EV/EBITDA multiple of 9.3 times our 2012
EBITDA forecast of $12.7 billion. We believe BG earns a
premium multiple because of its production growth
potential.

3 Though 70% of BG's production is natural gas, 50% of
sales are oil indexed, thanks to LNG. The addition of
Australian LNG and Brazilian volumes should result in
70% of sales linked to oil prices by 2015.

3 BG decided to lock in slightly lower LNG profits for
2011-12 because of expectations for a soft market.
However, beginning in 2013, supplies are expected to
tighten, which should lead to greater profits.
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Of BG's growth
opportunities, we
believe the most
transformative
could be its stake
in Brazil's presalt
offshore fields.

Morningstar Analysis

Cost Revision Damps an Otherwise Good Earnings

Report for BG Group  04 May 2012

On Thursday, BG Group  BG.   reported strong first-quarter
results. However, those results were largely overshadowed
by upward revisions to the cost estimate for its QCLNG
project.

First on the bad news: BG now estimates the cost for its
QCLNG project in Australia will be $20.4 billion, compared
to $15 billion previously. Half of the increase is related to
inflation in the local market for goods and services,
increased costs of compliance processes, and some
changes to the scope of the project. Appreciation of the
Australian dollar is responsible for the remainder of the cost
increase.

Of the total increase, two thirds is related to the upstream
development, and one third to the downstream/midstream
development, where BG was somewhat able to mitigate
costs through early entry, and by the locking in of labor rates
on the LNG plant. The upstream segment also was
responsible for the bulk of the increase in compliance costs,
which were primarily related to greater-than-expected
complexity in dealing with waste water issues (permitting,
treatment, disposal, etc.) However, measured against the
increase in discovered resources since the first cost
estimate, upstream development cost remain at levels that
should preserve project returns, only increasing to $9/boe
from $8/boe previously. Also, given the cost increases relate
to market impacts and not execution (start-up remains on
track for 2014), we believe our long-term thesis on BG
remains intact, and that the current heavy investment cycle
will lead to higher returns and a return of free cash flow in
2014.

The increase in costs led BG to revise its capital expenditure
forecast for 2012 to $11.5 billion from $10.6 billion, and for
2013 to $12.0 billion from $11.4 billion. Previous guidance
already included the negative currency effects. We have

incorporated the new guidance into our model and our fair
value remains unchanged. We also expect BG will be able
to fund the existing capital program with its current funding
plan and proceeds from asset sales.

Now, the better news: Earnings held few surprises.
Operating income of $2.4 billion is up 21% from the year
before. E&P operating profit rose 15%, thanks to higher
realized prices and increased production volumes. First-
quarter production only grew 4.6% from the year before.
However, we previously expected growth to be in the back
part of the year. Additionally, the start-up four major projects
(West Delta Deep in Egypt, Gaupe in Norway, Greater
Bongkot South in Thailand and Margarita in Bolivia) with
plateau production volumes of 50 mboe/d should lead to
greater volume growth in coming quarters. BG also
reiterated its previous guidance of an exit rate of 750 mboe/
d despite the delayed start-up of Jasmine (non-operated),
and the loss of Elgin volumes (non-operated). Depreciation
costs per barrel are tracking ahead of our forecasts.

LNG operating profit jumped 42% to $812 million, thanks
to favorable market conditions, particularly in Asia, where
spot LNG averaged $16/mmbtu. Despite the strong quarter,
management left its full-year operating profit guidance
unchanged at $2.6 billion to $2.8 billion. However, guidance
could be revised later in the year if the Asian market remains
strong due to offline nuclear capacity. BG delivered the bulk
of its cargos (91%) to locations outside the U.S., but still
landed five, though down from eight last year. BG is
continuing to work on connecting stranded markets in the
U.S. to pipeline gas that would allow it to reduce U.S. bound
cargos further, and redirect them to higher value markets.

BG continues to proceed with its asset divestment program.
On Thursday, it announced it will sell its 60.1% interest in
Comgas for $1.8 billion. We value the deal at about 6 times
2012 Comgas EBITDA, which is in line with typical
valuations for gas transmission assets. With the deal, BG
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will also remove consolidated debt from its balance sheet
of $1.1 billion, resulting in an overall reduction in net debt
of $2.9 billion.

With the Comgas sale, BG has reached agreements to divest
$3.3 billion worth of a targeted $5 billion in assets, including
its 40% stake in a Chilean regasification terminal for $352
million.  Additional sales will likely include its stake in
Gujarat Gas in India and interests in gas-fired power plants
in the Philippines. The sale of these assets will likely end
BG's fully integrated model.

While we think Comgas will likely benefit from increased
Brazilian natural gas production and greater adoption of
natural gas domestically, BG is best focusing on its core E&P
and LNG businesses, and redeploying capital to those
higher-returning segments. BG is also looking for a buyer
for TGGT, its pipeline joint-venture with Exco Resources
XCO .

BG also announced continued exploration success. In
Tanzania, it drilled its fourth consecutive successful
exploration well, bringing its gross estimated recoverable

resources to 7 trillion cubic feet. BG plans to drill two to
three more wells in the same exploration block. In April, an
appraisal well drilled in Brazil confirmed the westerly
extension of the Iara field.  Also in Brazil, FPSO 2 and 3
continue to progress with construction, with both slated for
startup in 2013.

Thesis  10 Feb 2012

BG Group's early entry into liquefied natural gas made the
firm a leading global integrated natural gas player,
positioning it to capitalize on growing global demand for
natural gas. The next decade will see BG expand its LNG
activities by developing its extensive gas resource in
Australia. Meanwhile, a pre-eminent position in offshore
Brazil should lead to high-quality oil production growth.

We think BG will continue to deliver attractive returns by
executing its strategy of connecting its low-cost resource
base to high-value markets. By using its own LNG
infrastructure, BG gains flexibility and directs otherwise
worthless gas to markets that generate maximum
profitability. Full integration of the process, from reserve to
burner tip, affords the company the ability to drive
efficiencies, control costs, and capture value along the
entire chain.

BG should also drive value by developing its attractive set
of growth opportunities secured through many years of
exploration success. We believe the most transformative
could be its stake in Brazil's presalt offshore fields, where
it is partnered with Petrobras PBR. In the last year, the
company increased its reserve and production estimates for
its Brazilian assets multiple times. Originally, BG expected
its position in some of the most promising of the presalt
discoveries could deliver about 3 billion barrels of reserves
for the company. However, BG recently increased its
estimated recoverable resources to 6 billion barrels of oil
equivalent. More important, the company believes it can
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recover these additional barrels with little incremental
capital, thanks to the quality of the resource, therefore
dramatically increasing their value.

BG's latest plans called for net production from Brazil of
600,000 barrels of oil equivalent per day by 2020. This marks
the second guidance increase. Previously, plans called for
550,000 boe/d, an increase from initial guidance of 400,000
boe/d. Also, BG believes those plateau production levels
should be achieved sooner and maintained longer, further
enhancing its returns. Also, recent exploratory success and
data from well tests have significantly reduced the risk of
the play. Initial information from well tests revealed
outstanding reservoir characteristics and higher-than-anticipated
recovery rates, implying that a lower well count will be
needed than initially planned. It is because of the reduced
well count and anticipated debottlenecking of FPSOs that
BG will not need to expend extra capital to recover the
additional barrels. Also, new Brazilian oil and gas laws do
not affect current concessions, leaving BG Group's current
stakes unaffected by the new production sharing contract
regime.

While production from Brazil ramps up, BG should see
growth from operations in Australia, where it is tapping
low-cost coal seam gas to add production and increase LNG
volume. The result of the acquisition of Queensland Gas
Company and Pure Energy, BG's entry into Australia marks
the company's first significant investment in unconventional
gas. The project initially calls for two LNG trains to start
production in 2014 with likely expansion to a third in later
years. Net plateau production of 210,000 boe/d should come
toward the middle of the decade. Despite the competition
from several LNG projects in Australia, BG has already
secured customers for almost 10 million tons per year, more
than the two LNG trains' 8.5 million ton annual output. Given
the size of the resources in place, the demand underpins
the likelihood of a third train. Though official sanctioning

may wait until cost inflation subsides.

As an international natural gas-focused company, BG is also
investing in U.S. natural gas unconventional resources
through a joint venture with EXCO Resources XCO. Through
its agreement with EXCO, BG gains access to acreage in the
prolific Haynesville and Marcellus shales and adds
midstream assets that complement its current U.S.
marketing operations. However, in light of recent low
natural gas prices, BG decided to cut back drilling. As a
result, it lowered its 2015 U.S. production guidance to
80,000 boe/d from 190,000 boe/d by 2015 previously. While
the reduction will lower BG's growth rate over the next few
years, we view the decision positively given the likelihood
of uneconomical drilling that would have occurred
otherwise. Additionally, BG maintains the flexibility to
ramp-up drilling in the event of a price recovery.

Despite the reduced production volumes, BG is set to benefit
from lower natural gas prices. Through recent supply
agreements and its own plans to covert its Lake Charles
regas facility into a liquefaction export terminal, BG has
secured another source of low-cost gas for export to
high-value markets via LNG. As a result, BG could be a net
beneficiary of extended low gas prices in the U.S.

Valuation, Growth and Profitability  10 Feb 2012

We are maintaining our fair value estimate of to GBX 2,000
(assuming an exchange rate of $1.58/GBP 1 as of Feb. 9)
after updating our model with fourth-quarter results and
guidance from the recent strategic update. Our fair value
estimate implies an EV/EBITDA multiple of 9.3 times using
our 2012 EBITDA forecast of $12.7 billion.

We have lowered our five-year (2010-15) compound annual
production growth rate to 11% from almost 14% because
of the reduction in U.S. natural gas production. However,
the key drivers of production remain the addition of volumes
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Morningstar Analysis

from Australia and Brazil in the later years of our forecast.
In 2011, production declined by almost 1% as a result of
events in Egypt, Tunisia, and Australia, as well as numerous
issues in the North Sea. However, long-term growth trends
remain in place, in our opinion, and growth should
accelerate in 2012 with the addition of six major projects.
We assume higher profits from the LNG segment over our
forecast period, thanks to the additional Australian volumes
and anticipation of higher spot prices in a tighter market.

In our discounted cash flow model, our benchmark oil and
gas prices are based on Henry Hub and Brent futures
contracts for 2011-13. For natural gas, we use $4.04 per
thousand cubic feet in 2011, $2.89 in 2012, and $3.70 in
2013. For oil, we use $110 per barrel in 2011, $114 in 2012,
and $106 in 2013. We assume long-run oil prices for 2014
and 2015 of $99 and $102 per barrel and natural gas prices
of $6.50 and $6.70 per mcf.

Scenario Analysis

In contrast to other large oil and gas firms, BG has slightly
different exposure to oil and natural gas price movements.
Its oil volumes are exposed directly to international oil price
movements. However, some of the volumes, particularly in
Kazakhstan, are not priced in line with international
benchmarks because of lack of takeaway capacity and
discounted sales into local markets. Its natural gas prices
are not linked to Henry Hub pricing because they are sourced
internationally and experience much less volatility. Also,
much of BG's natural gas is sold as LNG, which typically is
indexed to higher oil prices. The profits from these higher
prices accrue to both the E&P segment and shipping and
marketing segment. Despite this more complicated
structure, we still use our price scenarios for oil and natural
gas as we do with our other oil and gas firms.

In our high-case scenario, we assume 20% higher
short-term oil and gas prices. Our 2012 EBITDA forecast in

this scenario is $14.8 billion. Using the same EV/EBITDA
multiple of about 9 times implied by our DCF valuation, we
estimate BG should trade at around GBX 2,250 per share in
this price scenario. Operating cash flow will still be
insufficient in this scenario to cover spending, but should
reduce necessary debt financing. While our EBITDA
estimate does not reflects changes in any other segments
in this analysis, the LNG segment should realize greater
profits as well.

In our low-case scenario, we assume 20% lower short-term
oil and gas prices. Our 2012 EBITDA forecast in this scenario
is $10.5 billion. Assuming BG garners the same multiple of
about 9 times in this scenario, its shares could be worth
GBX 1,550. In this scenario, we expect LNG profits would
also fall, though given the bulk of profits are already locked
in, the decline would be minimal.

Economic Moat

BG's strategy of connecting low-cost natural gas resources
to high-value markets via LNG has resulted in the company
delivering returns in excess of its cost of capital. As a result,
we assign the company a narrow moat. BG's full integration
along the gas chain from production to distribution affords
the company the ability to drive efficiencies, control costs,
and capture value at each phase. A central component of
BG's strategy is flexibility. By participating in the global LNG
trade, BG can identify the highest-value market at any time
and divert its own production or contracted cargo to that
location. The incremental value BG achieves accrues to both
its E&P and LNG operations, supporting returns for both
segments. At the same time, BG owns capacity at key LNG
import terminals in the U.S., the U.K., and Chile, where it
can land cargo at its own discretion, depending on current
pricing. Also, LNG pricing is linked to crude oil prices,
resulting in higher returns. BG participates further down the
gas chain with ownership of natural gas distribution
networks in Brazil and India through its transmission and
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Morningstar Analysis

distribution segment. Given their difficulty to replicate,
distribution assets and pipelines qualify for an economic
moat. Most of BG's investment in the segment is tied to its
majority interest in Comgas, Brazil's largest gas distribution
company.

Moat Trend

Considering BG's current assets and its resource potential,
we assign the company a stable moat trend and anticipate
returns will continue to exceed the cost of capital. The
nature of LNG operations ensures plateau production levels
can be maintained for decades, delivering returns well into
the future. Additionally, demand is expected to exceed
planned LNG supply, which should lead to higher spot prices
and allow BG to benefit from its global production and
marketing operations. Also, concerns regarding carbon
emissions favor natural gas for future energy generation,
underpinning future demand.

BG plans to expand its production and LNG operations
significantly with the addition of two LNG trains in Australia
that use low-cost coal seam gas, which has little domestic
demand. Compared with other operators in the region, BG
is well ahead with development of its project, having already
secured long-term supply contracts with energy companies
in Japan and China. Given demand and resource potential,
BG has additional opportunities to enhance returns by
building a third LNG train, which should cost less, given the
infrastructure already in place.

Perhaps the most compelling factor is BG's position in Brazil.
We expect BG ultimately could realize more than 6 billion
boe of reserves from its current concessions, the bulk of
which should be oil volumes linked to Brent pricing. Thanks
to early entry into the region, BG secured leases and terms
that are no longer available to competitors because of recent
changes in Brazilian oil laws. Production from offshore Brazil
should also result in increased volumes of natural gas

available to Comgas. The availability of an uninterrupted
supply of gas should allow Comgas to increase the industrial
customer base as well as volumes.
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Bulls Say/Bears Say

Bulls Say Bears Say

3 BG's partnership with Petrobras in Brazil's Santos
Basin presalt fields could result in the recovery of more
than 6 billion barrels of oil equivalent.

3 BG's resources in Australia should allow for the
eventual addition of a third LNG train.

3 BG's stakes in Brazil's presalt fields are exempt from
new legislation the government recently implemented.

3 Natural gas is likely to be a preferred energy source
as governments enact legislation to curb carbon
levels.

3 Past tumult with Russian gas supplies to Europe has
caused concern and increased the value of providers
of LNG, such as BG, to the continent.

3 A glut of gas from new LNG projects and
unconventional sources should depress prices and
crimp margins in the near term.

3 BG's low-cost resources could be compromised if host
countries attempt to renegotiate contracts or change
tax terms on producing companies.

3 BG does not operate its prolific concessions in Brazil
and is dependent on Petrobras for development.
Petrobras could prioritize development of other fields,
resulting in BG not realizing its production forecast.

3 Discovery of unconventional gas resources in Europe
or China could pose a threat to LNG viability and
potentially result in a break with oil index pricing.
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2011(E) 2012(E) 2013(E) 2014(E) 2015(E)

Cash and Equivalents (beginning of period) 2,533 2,517 324 25 25
Adjusted Free Cash Flow -2,173 -1,976 -2,010 1,248 3,407
Total Cash Available before Debt Service -354 -208 -2,473 446 2,564

Principal Payments -1,112 -495 -1,070 -41 -302
Interest Payments -300 -300 -300 -300 -300
Other Cash Obligations and Commitments 474 381 381 381 381
Total Cash Obligations and Commitments -1,886 -1,176 -1,751 -722 -983

USD Millions
% of

Commitments

Beginning Cash Balance 2,533 38.9
Sum of 5-Year Adjusted Free Cash Flow -5,449 -83.6
Sum of Cash and 5-Year Cash Generation -2,916 -44.7

Revolver Availability — —
Asset Adjusted Borrowings (Repayment) — —

Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments -2,916 -44.7
Sum of 5-Year Cash Commitments -6,517 —

BG. Sector Universe

Business Risk 4
Cash Flow Cushion 10 — —
Solvency Score 3 — —
Distance to Default 3 — —
Credit Rating — — —

Five Year Adjusted Cash Flow Forecast (USD Mil)

Credit Analysis

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion
Possible Liquidity Need

Adjusted Cash Flow Summary

Credit Rating Pillars   Peer Group Comparison

Source: Morningstar Estimates

Note: Scoring is on a scale 1-10, 1 being Best, 10 being Worst

Financial Health

BG finished 2011 with a net debt/capital ratio of 26%,
comparable with other large international oil and gas
companies. However, debt issuance has increased in the
last few years as capital spending outpaced operating cash
flow. We expect this trend to continue until 2014-15, when
project startups should increase cash flow.

Capital Structure

At the end of 2011, BG's debt balance stood at $15.1 billion,
up from $9.7 billion a year earlier. However, BG still
maintains more than comfortable interest coverage ratios,
in our opinion. During the last two years, capital spending
has exceeded operating cash flow, resulting in greater debt.
We anticipate this trend to continue over the the next
several years as spending in Brazil ramps up and the
two-train LNG project in Australia is completed. BG expects
capital spending of $10.6 billion in 2012 and a little more
than $11 billion in 2013. Spending in Australia alone will
total $15 billion through 2014. We anticipate capital
spending to remain around $10 billion beyond 2014 as
increased spending in Brazil is likely to offset reduced
spending in Australia. As a result, net debt/capital has
exceeded 25%, the level that management has stated as
ideal. However, the higher debt probably will be temporary
as BG realizes additional cash flow from its Australia LNG
projects beginning in 2014. The cash contribution from the
project should result in operating cash flow exceeding
spending in 2015. Given the pending cash flow from
Australia, it is unlikely BG will seek a partner to develop its
Brazilian assets.

In 2010, the company sold assets, including the bulk of its
power generation business, netting proceeds of about $1.8
billion. Asset sales slowed in 2011, but BG expects to
resume divestitures targeting $5 billion worth over the next
two years. Asset sales will primarily come from the
transmission and distribution segment. Proceeds of any
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Credit Analysis

future sales probably will go toward supporting capital
spending. Addition of other concessions in Brazil is unlikely,
given that the financial terms have changed and the play is
largely derisked. Previously, BG planned to spend about $2
billion for follow-on acquisitions in the U.S. through 2012.
Despite the low prices, the company will still likely add
acreage if attractive opportunities are available.  A decision
to proceed with a third train in Australia would probably
result in higher capital spending, but that is unlikely to occur
for several years.

Enterprise Risk

As an oil and gas producer, BG's main risks include falling
prices. Although oil prices are somewhat protected by OPEC,
there is no similar influence in the regional gas markets on
which BG relies more. Weakening global economies and a
glut of gas from domestic resources or other LNG providers
could destroy margins. Integrated oil supermajors are
undertaking projects that will add to global LNG supply,
while cheap Russian gas could displace LNG volumes in
Europe and China. Also, if the link between LNG and oil
prices is broken, BG could see realizations and profits fall.
BG also faces the geopolitical risk normally associated with
operating in politically unstable countries, where damage
to assets or renegotiation of contract terms may harm
profitability.

Page 9 of 23



Morningstar Equity Research

© Morningstar 2012. All Rights Reserved. Morningstar's Credit Ratings & Research is produced and offered by Morningstar, Inc., which is not registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization
(“NRSRO”). Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate.  The opinions expressed are as of the date written and are subject to change without notice.  Except as otherwise
required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of
Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. To order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869.

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

1,364.00 GBX 2,000.00 GBX 1,400.00 GBX 2,700.00 GBX Medium Narrow Stable — — Oil & Gas - Integrated

BG Group PLC BG. (XLON) | QQQQQ

Name Position Shares Held Report Date* InsiderActivity

NA NA NA NA NA

Top Owners
Morningstar
Rating

% of Shares
Held

% of Fund
Assets

Change
(k) Portfolio Date

NA NA NA NA NA

Concentrated Holders

NA NA NA NA NA

Top 5 Buyers
Morningstar
Rating

% of Shares
Held

% of Fund
Assets

Shares
Bought/
Sold (k) Portfolio Date

NA NA NA NA NA

Top 5 Sellers

NA NA NA NA NA

Stewardship: — 15 Dec 2011

Management & Ownership

Management Activity

Fund Ownership

Institutional Transactions

*Report date represents the date on which the owner's common shares held was audited.

BG is led by chairman Robert Wilson and chief executive
Frank Chapman. As is common corporate-governance
practice in the U.K., the chairman and chief executive roles
are separate. Wilson joined BG in 2002 as a non-executive
director and ascended to chairman in 2004. Previously he
was with Rio Tinto RIO, where he served as chairman and
chief executive. However, Wilson plans on retiring in May
2012 and will be succeeded by former Schlumberger SLB
CEO Andrew Gould. We like the appointment as it adds an
experienced and successful oil and gas executive to BG's
board. Chapman rose to CEO in 2000, having been with the
company since 1996. He previously held roles at BP BP and
Shell RDS.A. We like that the CEO and other senior
managers have extensive oil and gas or resources-related
experience with other firms. BG recently bolstered the
management team with the addition of Fabio Barbosa as
CFO. Barbosa previously was CFO at Vale VALE and served
in the Brazilian Ministry of Finance. His experience in Brazil
should serve BG well as the firm's activity in the country
increases.

The company gets credit for an emphasis on variable
compensation and performance-related incentives based on
both short- and long-term performance. Performance
measures for last year consisted of return on average capital
employed, earnings per share, and a health, safety, and
environment scorecard. Long-term performance rewards
come in the form of performance share awards that vest
over time based on total shareholder return versus a group
of peers. We like this last part of compensation, as it clearly
aligns management and shareholders and keeps the focus
on return beyond the current year. Several years ago, BG
delisted from the NYSE because of the onerous cost of U.S.
disclosure policy. While the company no longer files a 20-F,
its financial disclosures are extensive. It also still publishes
oil and gas operating and reserve metrics based on
Securities and Exchange Commission requirements.
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Analyst Notes

BG Confirms Long-Term Potential With Strategic Update  

09 Feb 2012

BG Group  BG.   reported fourth-quarter results and held its
annual strategic update on Thursday. While the quarterly
results were largely uneventful, the strategic update
contained several developments that reinforce our long-
term thesis on BG as the integrated with the most attractive
growth prospects. Foremost, BG upwardly revised its long-
term Brazilian production forecast by 50 mboe/d to 600
mboe/d by 2020. We previously thought an upward revision
was likely given the positive news flow from BG concerning
its operations there over the past year, most notably the
doubling of its recoverable reserve estimate, and were
encouraged as a result. Despite increasing its estimated
Brazilian production, BG maintained its previous total 2020
midpoint production forecast of 1.4 mmboe/d as a result of
lowering its forecast for U.S. production in light of low gas
prices. Specifically, BG lowered its estimated 2015 U.S.
production by 110 mboe/d to 80 mboe/d as it plans to reduce
its U.S. rig count to eight rigs from 35 running in 2011. As
a result, anticipated total 2015 production will be slightly
above 1.0 mmboe/d, compared with almost 1.2 mmboe/d
previously. While the reduction will lower BG's growth rate
over the next few years, we view the decision positively
given the likelihood of uneconomical drilling that would
have occurred otherwise. Additionally, BG maintains the
flexibility to ramp up drilling in the event of a price recovery.
In the event gas prices remain low, BG should benefit
nonetheless as it then would have a low-cost source of
supply for its LNG segment thanks to recent agreements
locking in future export volumes.

As for its LNG segment, BG raised its 2012 profit guidance
to between $2.6 billion and $2.8 billion from $1.9 billion to
$2.2 billion previously. This is the second year BG raised
guidance after previously locking in profits in anticipation
of a soft market. While BG's original forecast of a soft market
through 2012 has proved inaccurate, its ability to flex

supplies to capture additional profits beyond its hedged
volumes demonstrates the flexibility of its portfolio, which
should serve it well in the future. With the tight market
expected to continue for the next few years, BG should
benefit from its substantially unhedged volumes in 2013 and
beyond. At the same time, BG will see its LNG contracted
volumes rise. During the strategy update, BG reiterated its
confidence in achieving contract volumes of 20 mtpa by 2015
and 30 mtpa by 2020 from about 13 mtpa in 2011.

Other positive news included BG's plans to high grade its
portfolio by divesting $5 billion worth of assets, primarily
from its transmission and distribution segment. Also, for
2012, BG reported a reserve replacement ratio of 251%
(245% organic) and finding and development costs of $13/
boe.

Fourth-quarter and full-year results were in line with
expectations, with the exception of a few key times. LNG
operating profit of $2.6 billion exceeded management's full-
year revised forecast of $2.4 billion. Meanwhile
transmission and distribution operating profit of $507
million fell short of our forecasts because of the timing of
cost recovery. Also total production declined almost 1% for
the full year versus our expectation of slight increase as
difficulties on the North Sea persisted into the fourth
quarter. However, those issues are largely resolved or were
temporary (weather related). Also, outside the North Sea,
volumes increased 5% in 2011. BG exited 2011 producing
650 mboe/d and expects to exit 2012 producing 750 mboe/
d with six major project startups scheduled during the year.
The exit rate implies a slightly lower growth rate in 2012
than we previously forecast due to the timing of the project
additions and reduction in U.S. natural gas production.
Capital spending is expected to remain flat at $10.6 billion
as a result of asset divestitures. We plan to incorporate the
new 2012 and long-term guidance into our model, but do
not expect any revisions to our fair value estimate given that
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Analyst Notes

our long-term expectations remain intact.

Agreement on Karachaganak Among the Positive Recent

Developments for BG  21 Dec 2011

BG Group  BRGYY ,  BG.   announced this week that it and
the partners in the Karachaganak gas condensate field had
reached a $3 billion agreement with the Republic of
Kazakhstan that resolves long-standing ownership and tax
issues. While the agreement dilutes BG's stake in the
project somewhat (32.5% to 29.25%), we think the
agreement is a net positive as it eliminates a major
roadblock that has prevented future development plans from
proceeding and alleviates investor uncertainty about one of
the company's major production assets. Karachaganak is a
key asset for BG, contributing about 16% of total 2010
production (37% of total liquids, 8% of total natural gas).
The agreement follows other recent developments that we
think are positive for BG.

Management raised LNG profit guidance: As we expected,
third-quarter LNG earnings exceeded management forecast
thanks to strong market conditions and a record number of
cargo diversions to Asia. As a result, management raised
its full-year LNG operating profit guidance to $2.4 billion
from $1.9 billion-$2.2 billion. While the same guidance
remains intact for 2012, we think BG could once again
outperform thanks to its flexible portfolio and if market
conditions hold.

Reduction in Haynesville drilling is a net positive: BG's joint
venture partner Exco Resources  XCO   recently announced
its 2012 capital budget, which included plans to reduce
drilling in the Haynesville. While this likely will reduce some
of BG's volume growth in 2012, we think it is a net positive
given the depressed gas prices has likely led to
uneconomical drilling.

We expect fourth-quarter production to rebound: BG's third-
quarter production numbers were a bit weak because of the
slow startup of North Sea production after extensive
maintenance, but volumes have since returned to normal
levels. We expect fourth quarter production to be more
representative of BG's long-term growth. We continue to
forecast double-digit production growth in 2013.

The February strategy meeting could act as the next catalyst:
BG likely will hold a strategic update in February. This
meeting is typically newsworthy (positively), and we expect
the same in 2012. The update could include additional
details on Brazil, plans for the next phases of Karachaganak,
or an announcement of a third train in Australia.

BG Group and Partners Reach Agreement on

Karachaganak, Clearing Way for Expansion  14 Dec 2011

BG Group  BRGYY  announced on Wednesday that it and
the partners in the Karachaganak gas condensate field had
reached an agreement with the Republic of Kazakhstan that
resolves long-standing ownership and tax issues and should
clear the way for future development of the field. As part
of the agreement, Kazakhstan's KazMunaiGas will acquire
a 10% interest in the project. Each partner will transfer 10%
of its interest in the project to KMG for a total pretax
consideration of $3 billion, of which $2 billion will be paid
in cash. The remaining $1 billion is a noncash consideration
and consists of final and irrevocable settlement of cost
recovery and other claims and an allocation of an additional
2 million tonnes per annum in capacity for the Karachaganak
project in the Caspian Pipeline Consortium export pipeline.
The partners will be responsible for paying tax of $1 billion
on the total consideration. Also, the partners will make a
$1 billion loan to KMG that will be repaid over a three-year
period.

As a result of the agreement, BG Group will see its interest
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in the project fall to 29.25% from 32.5%, but it will remain
joint operator with Eni  E . Other partners' interest will be
reduced as well: Eni  29.25% (previously 32.5%), Chevron
CVX  18% (20%), and Lukoil 13.5% (15%). An agreement
was also reached on all tax affairs through the end of 2009.
Karachaganak is a key asset for BG, contributing about 16%
of total 2010 production (37% of total liquids, 8% of total
natural gas). We view the agreement favorably, given that
it not only eliminates a major roadblock that has prevented
development plans from proceeding, but also should
alleviate the uncertainty investors may have had about the
risks of one of BG's major production assets. We expect
additional updates and details on future expansion will
come next year as BG presents its annual strategic update.
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Growth (% YoY)
3-Year

Hist. CAGR Dec 2008 Dec 2009 Dec 2010 Dec 2011 Dec 2012
5-Year

Proj. CAGR

Revenue — -100.0 — 6.0 23.6 9.7 —
EBIT 25.0 -100.0 — -2.8 36.8 21.0 22.9
EBITDA 29.4 -100.0 — 2.8 28.9 17.9 20.3
Net Income 23.2 — — 4.5 25.6 23.9 22.5
Diluted EPS 23.4 — — 4.1 25.6 23.9 22.5
Earnings Before Interest, after Tax — — — -0.5 45.5 7.1 22.2
Free Cash Flow to the Firm — — — -30.7 35.6 -9.8 -211.0

Profitability
3-Year

Hist. Avg Dec 2008 Dec 2009 Dec 2010 Dec 2011 Dec 2012
5-Year

Proj. Avg

Operating margin % — — 40.1 36.8 40.8 45.0 44.3
EBITDA margin % — — 51.2 49.7 51.8 55.7 54.9
Net margin % — — 21.7 21.4 21.8 24.6 24.6
Free Cash Flow to the Firm margin % — — -16.9 -11.1 -12.1 -10.0 -4.0
ROIC with Goodwill % — — 13.7 11.0 13.4 11.8 12.5
ROIC w/out Goodwill % — — 14.1 11.2 13.7 12.0 12.7
Return on Assets, pretax % 9.4 — 15.7 12.7 14.6 16.6 17.1
Return on Equity % 10.4 — 16.8 14.4 15.4 17.6 17.4

Leverage
3-Year

Hist. Avg Dec 2008 Dec 2009 Dec 2010 Dec 2011 Dec 2012
5-Year

Proj. Avg

Debt/Capital 0.21 0.15 0.21 0.27 0.30 0.28 0.26
Total Debt/EBITDA — — 0.76 1.17 1.17 1.07 1.01
EBITDA/Interest Expense — — 28.83 29.32 35.79 42.19 50.25

2009 2010 2011(E) 2012(E)

Price/Fair Value — 0.01 — —
Price/Earnings 17.5 — — NM
EV/EBITDA 6.6 7.3 — 4.8
EV/EBIT 8.4 9.9 — 5.9
Free Cash Flow Yield % -2.8 -4.3 — -5.0
Dividend Yield % 1.4 1.5 — 1.6

Cost of Equity % 10.0
Credit Spread for Debt % 3.0
Weighted Average Cost of Capital % 8.9
Long-Run Tax Rate % 43.4
Stage II EBI Growth Rate % 3.0
Stage II Investment Rate % 27.8
Perpetuity Year 15

USD Mil
Firm Value

(%)
Per Share

Value

Present Value Stage I -3,289 -3.1 -0.97
Present Value Stage II 109,584 103.1 32.21
Present Value of the Perpetuity — — —
Total Firm Value 106,295 100.0 —

Cash and Equivalents 2,203 — 0.65
Debt 13,495 — -3.54
Net balance sheet impact -9,849 — -2.90
Other Adjustments -345 — -0.10
Equity Value 96,101 — 19.69

Projected Diluted Shares 3,402

Fair Value per Share 2,000.00

Morningstar Analyst Forecasts

Forecast

Financial Summary and Forecasts

Valuation Summary and Forecasts

Key Valuation Drivers

Discounted Cash Flow Valuation

Additional estimates and scenarios available for download at http://select.morningstar.com.
      The data in the table above represent base-case forecasts. When probability-weighted
scenario analysis is performed, the sum of per share values may differ from the Fair Value
Estimate.

(GBX)

Page 14 of 23



Morningstar Equity Research

© Morningstar 2012. All Rights Reserved. Morningstar's Credit Ratings & Research is produced and offered by Morningstar, Inc., which is not registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization
(“NRSRO”). Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate.  The opinions expressed are as of the date written and are subject to change without notice.  Except as otherwise
required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of
Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. To order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869.

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

1,364.00 GBX 2,000.00 GBX 1,400.00 GBX 2,700.00 GBX Medium Narrow Stable — — Oil & Gas - Integrated

BG Group PLC BG. (XLON) | QQQQQ

Dec 2008 Dec 2009 Dec 2010 Dec 2011 Dec 2012
Total Revenue — 15,828 16,772 20,726 22,728

Cost of Goods Sold — 6,682 7,204 9,605 9,538
Gross Profit — 9,146 9,568 11,121 13,191

Selling, General & Administrative Expenses — — — — —
Research & Development Expenses — — — — —
Other Operating Expenses (Income) — 905 826 867 535
Restructuring & Other Charges (Gains) — — — — —
Depreciation Expense (if reported separately) — 2,106 2,905 2,290 2,434
Amortization of Other Intangibles (if reported seperately) — — — — —
Amortization/Impairment of Goodwill — — — — —
Total Expenses — 9,693 10,935 12,762 12,507

Operating Income (EBIT) — 6,135 5,837 7,965 10,222

Interest Expense — 281 284 300 300
Interest & Other Income (Expense) — 101 177 200 200
Pre-Tax Income — 5,955 5,730 7,865 10,122

Income Tax Expense (Benefit) — 2,493 2,198 3,539 4,454
Income After Taxes — 3,462 3,532 4,326 5,668

Minority Interest & Other After-Tax Operating Additions
    to (Subtractions from) Earnings Before Interest

— -151 -149 -81 -81

(Preferred Dividends) — — — — —
After-Tax Non-Operating Income, Extraordinary Items (Losses),
    Discontinued Operations, Accounting Changes

— 8 -32 — —

Net Income (Loss) — 3,319 3,351 4,245 5,587
  Net Income (Loss) Excluding Charges — 3,437 3,590 4,510 5,587

Diluted Shares Outstanding (Mil) — 3,389 3,402 3,402 3,402
    Diluted EPS Including Charges — 0.98 0.99 1.25 1.64
    Diluted EPS Excluding Charges — 0.64 0.67 0.84 1.04

Dividends Per Common Share — 0.12 0.13 0.13 0.14

EBITDA — 8,101 8,328 10,736 12,656
EBITDA without restructuring — 8,101 8,328 10,736 12,656

Morningstar Analyst Forecasts

Income Statement (USD Mil)
Forecast
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Assets Dec 2008 Dec 2009 Dec 2010 Dec 2011 Dec 2012

Excess Cash & Investments 1,455 1,097 2,482 2,467 299
Operating Cash & Equivalents 30 22 51 51 25
Accounts Receivable 5,199 4,721 5,994 7,382 6,227
Inventory 808 769 655 868 862
Other Short Term Operating Assets 2,342 1,808 783 783 783
Total Current Assets 9,834 8,417 9,965 11,551 8,196

Property Plant & Equipment, Net 15,146 20,131 28,263 36,091 44,257
   Property Plant & Equipment, Gross 23,865 30,775 39,943 50,543 61,143
   (Accumulated Depreciation) -8,719 -10,644 -11,680 -14,452 -16,886
Goodwill, Net 600 781 820 820 820
Other Intangibles 6,422 9,290 7,193 7,193 7,193
Other Long-Term Operating Assets 3,826 3,686 3,313 3,313 3,313
Deferred Tax Assets 110 137 — — —
Long-Term Non-Operating Assets, including Pension items — — 227 227 227
Total Assets 35,938 42,442 49,781 59,195 64,006

Accounts Payable 5,222 4,186 4,388 6,322 5,223
Short-Term Debt 404 1,158 1,258 1,112 495
Other Current Liabilities 3,702 2,969 3,240 3,240 3,240
Total Current Liabilities 9,328 8,313 8,886 10,674 8,957

Long-Term Debt 2,727 5,024 8,446 11,500 13,000
Incremental Debt Requirements — — — — —
Total Long-Term Debt 2,727 5,024 8,446 11,500 13,000

Long-Term Operating Liabilities 2,148 2,449 2,785 2,800 2,800
Deferred Tax Liabilities 2,955 3,147 3,134 3,800 3,990
Long-Term Non-Operating Liabilities 256 279 364 364 364
Total Liabilities 17,414 19,212 23,615 29,138 29,111

Preferred Stock — — — — —
Minority Interest 181 321 356 199 199

Common Stock 571 574 576 576 576
Additional Paid in Capital 348 444 537 537 537
Retained Earnings (Deficit) 14,550 17,334 20,085 23,616 28,453
(Treasury Stock) — — — — —
Other Equity 2,874 4,557 5,130 5,130 5,130
Total Shareholders' Equity 18,343 22,909 26,328 29,859 34,696
Total Liabilities + Shareholders' Equity 35,938 42,442 50,299 59,195 64,006
Difference, from analyst adjustments and restatements — — -518 — —

Morningstar Analyst Forecasts

Balance Sheet  (USD Mil)
Forecast

Liabilities

Shareholders' Equity
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Dec 2008 Dec 2009 Dec 2010 Dec 2011 Dec 2012

Net Income from Continuing Operations — 3,858 3,625 4,245 5,587
Depreciation Expense — 1,646 2,026 2,290 2,434
Amortization of Other Intangibles — 104 129 — —
Impairment of Goodwill — — — — —
Other Non-Cash Adjustments to Operating Income — — — 482 —
Deferred Income Taxes & Other Adjustments to Net Income — 590 1,378 666 190

(Increase) Decrease in Accounts Receivable — 82 -837 -1,388 1,155
(Increase) Decrease in Inventory — 87 25 -213 6
(Increase) Decrease in Prepayments, other Current Assets — — — — —
Increase (Decrease) in Accounts Payable — -835 40 1,934 -1,099
Increase (Decrease) in Other Current Liabilities — — — — —
Cash from Operations — 5,532 6,386 8,014 8,274

(Capital Expenditures) — -6,767 -8,397 -10,600 -10,600
(Acquisitions) — -1,094 -529 — —
Asset Sales & Dispositions of Discontinued Operations — 5 1,365 — —
Other Investing Cash Flows (Outlays) — 126 290 15 —
Cash from Investing — -7,730 -7,271 -10,585 -10,600

Common Stock (Purchase) or Sale — 95 93 — —
Common Stock (Dividends) — -633 -680 -714 -750
Preferred Stock Issue/(Purchase)/(Dividends) — — — — —
Short Term Debt Issuance and (Retirement) — — — -146 -618
Long Term Debt Issuance and (Retirement) — 2,572 3,211 3,054 1,500
Minority Interest Addback of Income (Loss) Distribution — -57 -108 -157 —
Other Financing Cash Flows (Outlays) — -166 -229 — —
Cash From Financing — 1,811 2,287 2,037 133

Benefit (Loss) from Exchange Rates/Discontinued Operations, etc. — — 30 — —

Net Change in Cash — -387 1,432 -534 -2,193
Change in Cash on Balance Sheet -396 -366 1,414 -16 -2,193
Difference, from analyst adjustments and restatements 396 -21 18 -518 —

Morningstar Analyst Forecasts

Cash Flow  (USD Mil)
Forecast

Changes in Operating Assets and Liabilities
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Company/Ticker
Price/Fair

Value 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E)

Royal Dutch Shell PLC RDS.A USA 0.88 11.0 7.9 7.4 NM NM NM-125,298.1 NM NM 1,388.3 NM NM 543.4 476.1 433.9

Chevron Corp CVX USA 0.83 9.6 7.9 6.9 3.9 3.3 2.9 15.6 14.5 19.1 1.7 1.7 1.5 0.9 0.8 0.8

Petroleo Brasileiro SA Petrobras PBR 0.67 9.8 — 6.8 6.6 — 4.7 NM — NM 0.9 — 0.7 1.4 — 0.9

Repsol YPF SA REPYY USA — 5.1 6.5 5.5 3.7 3.2 3.0 51.8 4.2 12.6 1.2 0.6 0.5 0.5 0.2 0.2

Average 8.9 7.4 6.7 4.7 3.3 3.5-41,743.6 9.4 15.9 348.0 1.2 0.9 136.6 159.0 109.0

BG Group PLC BG. GB 0.68 — — NM 7.3 — 4.8 NM — NM 1.8 — 1.3 2.8 — 2.0

Company/Ticker
Total Assets

(Mil) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E)
Royal Dutch Shell PLC RDS.A USA — USD 9.7 14.1 12.8 9.7 14.1 12.8 14.4 19.6 16.4 11.8 17.1 16.1 — — —

Chevron Corp CVX USA — USD 20.6 26.8 25.0 21.7 28.1 26.0 19.4 23.9 22.7 18.4 24.2 24.1 3.1 2.9 3.3

Petroleo Brasileiro SA Petrobras PBR — USD 10.8 11.3 8.2 10.8 11.3 8.2 14.1 11.6 10.5 9.5 8.9 8.6 3.3 — 3.8

Repsol YPF SA REPYY USA 67,631 EUR 6.6 10.1 9.8 7.5 11.4 11.0 22.1 11.0 11.9 12.1 8.3 9.3 2.9 5.4 5.4

Average 11.9 15.6 14.0 12.4 16.2 14.5 17.5 16.5 15.4 13.0 14.6 14.5 3.1 4.2 4.2

BG Group PLC BG. GB — USD 11.0 13.4 11.8 11.2 13.7 12.0 14.4 15.4 17.6 12.7 14.6 16.6 1.5 — 1.6

Company/Ticker
Revenue

(Mil) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E)
Royal Dutch Shell PLC RDS.A USA 378 USD 32.6 28.1 4.6 68.5 56.9 1.8 89.8 51.6 1.1 -79.5 -623.4 -10.7 -7.0 -27.7 32.5

Chevron Corp CVX USA 204,928 USD 19.4 23.8 4.6 73.0 48.4 10.3 80.9 41.8 11.2 -2,599.4 24.3 -26.6 6.7 8.5 11.1

Petroleo Brasileiro SA Petrobras PBR 120,052 USD 30.7 26.4 8.7 10.7 18.2 6.7 10.0 -13.1 -2.9 84.6 -77.7 274.0 -38.9 -21.4 —

Repsol YPF SA REPYY USA 60,430 EUR 23.3 0.5 6.5 135.2 -29.1 13.8 200.7 -48.3 18.0 -112.7 570.2 -66.9 -58.7 — —

Average 26.5 19.7 6.1 71.9 23.6 8.2 95.4 8.0 6.9 -676.7 -26.7 42.5 -24.5 -13.5 21.8

BG Group PLC BG. GB 16,772 USD 6.0 23.6 9.7 -2.8 36.8 21.0 4.1 25.6 23.9 62.8 28.6 -10.0 7.0 5.0 5.0

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Valuation Analysis

Returns Analysis

Growth Analysis

Price/Earnings EV/EBITDA Price/Free Cash Flow Price/Book Price/Sales

ROIC with Goodwill % ROIC without Goodwill % Return on Equity % Return on Assets, Pretax % Dividend Yield %

Revenue Growth % EBIT Growth % EPS Growth % Free Cash Flow Growth % Dividend/Share Growth %

Last Historical Year

Last Historical Year
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™ Stewardship Morningstar Credit Rating Industry Group

1,364.00 GBX 2,000.00 GBX 1,400.00 GBX 2,700.00 GBX Medium Narrow Stable — — Oil & Gas - Integrated

BG Group PLC BG. (XLON) | QQQQQ

Company/Ticker
Net Income

(Mil) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E)
Royal Dutch Shell PLC RDS.A USA 19 USD 18.7 18.2 17.9 13.7 14.5 14.2 9.6 11.8 11.5 5.3 6.4 5.7 -0.4 1.8 1.5

Chevron Corp CVX USA 19,024 USD 43.2 40.9 44.3 22.0 23.9 24.9 15.7 18.8 19.8 9.3 10.6 11.2 5.7 5.8 4.0

Petroleo Brasileiro SA Petrobras PBR 19,184 USD 41.1 38.6 37.7 27.2 26.7 26.0 20.1 19.1 18.8 16.0 14.5 13.0 -15.7 -2.8 -9.5

Repsol YPF SA REPYY USA 4,952 EUR 23.7 20.4 20.8 19.7 16.3 16.7 12.6 9.3 10.0 8.2 4.2 4.7 0.9 5.9 1.8

Average 31.7 29.5 30.2 20.7 20.4 20.5 14.5 14.8 15.0 9.7 8.9 8.7 -2.4 2.7 -0.6

BG Group PLC BG. GB 3,590 USD 57.1 53.7 58.0 49.7 51.8 55.7 34.8 38.4 45.0 21.4 21.8 24.6 -12.0 -12.5 -10.2

Company/Ticker
Total Debt

(Mil) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E)
Royal Dutch Shell PLC RDS.A USA 44 USD 30.0 21.9 20.9 23.1 18.0 17.3 52.1 51.2 33.7 0.9 0.5 0.6 2.2 2.0 2.0

Chevron Corp CVX USA 11,190 USD 10.7 8.3 7.0 9.6 7.6 6.6 903.4 — — 0.2 0.2 0.1 1.8 1.7 1.6

Petroleo Brasileiro SA Petrobras PBR 69,653 USD 38.4 43.2 45.0 27.7 30.2 31.0 19.9 27.9 29.5 2.1 2.1 2.2 1.7 1.8 1.8

Repsol YPF SA REPYY USA 14,940 EUR 61.9 52.0 41.1 34.4 30.8 26.3 11.0 9.1 10.0 1.3 1.4 1.1 2.8 2.6 2.5

Average 35.3 31.4 28.5 23.7 21.7 20.3 246.6 29.4 24.4 1.1 1.1 1.0 2.1 2.0 2.0

BG Group PLC BG. GB 9,704 USD 36.9 42.2 38.9 26.9 29.7 28.0 29.3 35.8 42.2 1.2 1.2 1.1 1.9 2.0 1.8

Company/Ticker
Market Cap

(Mil) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E) 2010 2011(E) 2012(E)

Royal Dutch Shell PLC RDS.A USA 219,873 USD 2.19 1.82 1.62 -5.03 -4.16 -4.71 4.45 5.91 5.91 -0.27 1.38 1.23 49.6 23.7 33.5

Chevron Corp CVX USA 204,606 USD 8.51 10.03 9.82 2.93 5.02 4.85 15.62 20.54 20.41 5.85 7.30 5.41 29.8 22.8 22.8

Petroleo Brasileiro SA Petrobras PBR 144,468 USD 3.37 2.37 1.55 -3.69 -3.99 -5.62 2.89 3.01 2.74 -1.91 -0.32 -1.21 27.6 25.0 25.7

Repsol YPF SA REPYY USA 19,600 USD 5.28 6.39 5.13 -6.96 -4.65 -4.34 4.62 8.44 6.70 0.44 2.94 0.97 17.2 31.5 26.7

Average 4.8 5.2 4.5 -3.2 -1.9 -2.5 6.9 9.5 8.9 1.0 2.8 1.6 31.1 25.8 27.2

BG Group PLC BG. GB 46,294 GBP 0.74 0.74 0.10 -2.11 -2.97 -3.87 1.88 2.36 2.43 -0.59 -0.76 -0.68 20.3 16.8 13.4

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis

Leverage Analysis

Liquidity Analysis

Gross Margin % EBITDA Margin % Operating Margin % Net Margin % Free Cash Flow Margin %

Debt/Equity % Debt/Total Cap % EBITDA/Interest Exp. Total Debt/EBITDA Assets/Equity

Cash per Share Net Cash per Share CFO per Share Free Cash Flow per Share Payout Ratio %

Last Historical Year

Last Historical Year
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Research Methodology for Valuing Companies

Components of Our
Methodology

3 Economic Moat™ Rating

3 Moat Trend™ Rating

3 Moat Valuation

3 Three-Stage Discounted

    Cash Flow

3 Weighted Average Cost

    of Capital

3 Fair Value Estimate

3 Scenario Analysis

3 Uncertainty Ratings

3 Margin of Safety

3 Consider Buying/Selling

3 Stewardship Rating

The Morningstar Rating for stocks identifies companies trad-

ing at a discount or premium to our analysts’ assessment of 

their fair value. A number of components drive this rating: (1) 

our assessment of the firm’s economic moat, (2) our estimate 

of the stock’s intrinsic value based on a discounted cash-flow 

model, (3) the margin of safety bands we apply to our Fair 

Value Estimate, and (4) the current stock price relative to our 

fair value estimate.

The concept of the Morningstar Economic Moat™ Rating 

plays a vital role not only in our qualitative assessment of a 

firm’s investment potential, but also in our valuation process. 

We assign three moat ratings—none, narrow, or wide—as 

well as the Morningstar Moat Trend™ Rating—positive, 

stable, or negative—to each company we cover. There are 

two major requirements for firms to earn either a narrow or 

wide moat rating: (1) the prospect of earning above-average 

returns on capital; and (2) some competitive edge that pre-

vents these returns from quickly eroding. The assumptions 

we make about a firm’s moat determine the length of “eco-

nomic outperformance” that we assume in the latter stages

of our valuation model. We also quantify the value of each 

firm’s moat, which represents the difference between a firm’s 

enterprise value and the value of the firm if no future net in-

vestment were to occur. Said differently, moat value identi-

fies the value generated by the firm as a result of any future 

net new investment. Our Moat Trend Rating reflects our as-

sessment of whether each firm’s competitive advantage is 

either getting stronger or weaker, since we think of moats as 

dynamic, rather than static.

At the heart of our valuation system is a detailed projection 

of a company’s future cash flows. The first stage of our three-

stage discounted cash flow model can last from 5 to 10 years 

and contains numerous detailed assumptions about various 

financial and operating items. The second stage of our mod-

el—where a firm’s return on new invested capital (RONIC) 

and earnings growth rate implicitly fade until the perpetuity 

year—can last anywhere from 0 years (for no-moat firms) to 

20 years (for wide-moat companies). In our third stage, we 

assume the firm’s RONIC equals its weighted average cost of 

capital, and we calculate a continuing value using a standard

Morningstar Research Methodology for Valuing Companies

Analyst conducts 
company and 
industry research: 

Financial statement
analysis

Channel checks

Trade-show visits 

Industry and company 
reports and journals

Conference calls

Management and
site visits

3

3

3

3

3

3

Strength of competitive 
advantage is rated: 
None, Narrow, or Wide

Advantages that confer 
an economic moat:

High Switching Costs 
(Microsoft)

Cost advantage 
(Wal-Mart) 

Intangible assets
(Johnson & Johnson) 

Network Effect
(Mastercard)

Efficient Scale
(Lockheed Martin)

Analyst considers 
past financial results
and focuses on  
competitive position 
and future prospects 
to forecast future 
cash flows.   

Assumptions are
entered into 
Morningstar’s 
proprietary discounted 
cash-flow model.

The analyst then eval-
uates the range of 
potential intrinsic 
values for the company 
and assigns an 
Uncertainty Rating: Low, 
Medium, High, 
Very High, or Extreme.

The Uncertainty Rating 
determines the margin 
of safety required 
before we would rec-
ommend the stock.
The higher the uncer-
tainty, the wider 
the margin of safety.

Analyst uses a
discounted cash-flow
model to develop 
a Fair Value Estimate, 
which serves as the 
foundation for 
the Morningstar 
Rating for stocks.

The current stock price 
relative to Morningstar’s 
Fair Value Estimate, 
adjusted for uncertainty, 
determines the 
Morningstar Rating 
for stocks. 

The Morningstar Rating 
for stocks is updated 
each evening after the 
market closes.

QQQQQ
QQQQ
QQQ
QQ
Q

Fundamental 
Analysis

Economic
MoatTM Rating

Company
Valuation

Fair Value
Estimate

Uncertainty
Assessment

© Morningstar 2012. All Rights Reserved. Morningstar's Credit Ratings & Research is produced and offered by Morningstar, Inc., which is not registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization
(“NRSRO”). Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate.  The opinions expressed are as of the date written and are subject to change without notice.  Except as otherwise
required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of
Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. To order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869.

Page 20 of 23



Morningstar Equity Research

Research Methodology for Valuing Companies

Detailed Methodology
Documents and Materials*

3 Comprehensive

    Equity Research Methodology

3 Uncertainty Methodology

3 Cost of Equity Methodology

3 Morningstar DCF

    Valuation Model

3 Stewardship Rating

    Methodology

*  Please contact a sales

    representative for more

    information.

perpetuity formula. In deciding on the rate at which to dis-

count future cash flows, we ignore stock-price volatility. 

Instead, we rely on a system that measures the estimated 

volatility of a firm’s underlying future free cash flows, tak-

ing into account fundamental factors such as the diversity of 

revenue sources and the firm’s fixed cost structure.

We also employ a number of other tools to augment our valu-

ation process, including scenario analysis, where we assess 

the likelihood and performance of a business under different 

economic and firm-specific conditions. Our analysts typically 

model three to five scenarios for each company we cover, 

stress-testing the model and examining the distribution of 

resulting fair values. 

The Morningstar Uncertainty Rating captures the range of 

these potential fair values, based on an assessment of a 

company’s future sales range, the firm’s operating and fi-

nancial leverage, and any other contingent events that may 

impact the business. Our analysts use this range to assign 

an appropriate margin of safety—or the discount/premium

to a fair value we apply in setting our consider buying/con-

sider selling prices. Firms trading below our consider-buying 

prices receive our highest rating of five stars, whereas firms 

trading above our consider-selling prices receive our lowest 

rating of one star.

Morningstar Margin of Safety and Star Rating Bands

Price/Fair Value

2.75

2.50

2.25

2.00

1.75

1.50

1.25

1.00

0.75

0.50

0.25

Low Medium High Very High*

 * Occasionally a stock’s uncertainty will be too high for us to estimate, in which case we label it Extreme.

•  5 Star

• 4 Star

• 3 Star

• 2 Star

• 1 Star

Uncertainty Rating

— 125%

105% —

80% —
— 95%

— 135%

110% —

70% —

— 90%

— 155%

115% —

60% —

— 85%

— 175%

125% —

50% —

— 80%

New Morningstar Margin of Safety and Star Rating Bands as of August 18th, 2011

Our corporate Stewardship Rating represents our assess-

ment of management's stewardship of shareholder capital, 

with particular emphasis on capital allocation decisions. 

Analysts consider companies' investment strategy and 

valuation, financial leverage, dividend and share buyback 

policies, execution, compensation, related party transac-

tions, and accounting practices. Corporate governance 

practices are only considered if they've had a demonstrated 

impact on shareholder value. Analysts assign one of three 

ratings: "Exemplary," "Standard," and "Poor." Analysts judge 

stewardship from an equity holder's perspective. Ratings 

are determined on an absolute basis. Most companies will 

receive a Standard rating, and this is the default rating in 

the absence of evidence that managers have made 

exceptionally strong or poor capital allocation decisions.
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Morningstar Corporate Credit Rating

3 Offers a proprietary  
measure of the credit qual-
ity of companies on our  
coverage list. 

3 Encapsulates our in-depth 
modeling and quantitative 
work in one letter grade. 

3 Allows investors to rank 
companies by each of  
the four underlying com- 
ponents of our credit 
ratings, including both 
analyst-driven and 
quantitative measures.

3 Provides access to all  
the underlying forecasts  
that go into the rating, 
available through our insti-
tutional service.

Methodology
We feel it’s important to perform credit analysis through 

different lenses—qualitative and quantitative, as well as 

fundamental and market-driven. We therefore evaluate 

each company in four broad categories. 

Business Risk

Business Risk captures the fundamental uncertainty around 

a firm’s business operations and the cash flow generated 

by those operations. Key components of the Business Risk 

rating include the Morningstar Economic Moat™ Rating 

and the Morningstar Uncertainty Rating.  

Cash Flow Cushion™

Morningstar’s proprietary Cash Flow Cushion™ ratio is a 

fundamental indicator of a firm’s future financial health 

The measure reveals how many times a company’s internal 

cash generation plus total excess liquid cash will cover 

its debt-like contractual commitments over the next 

five years. The Cash Flow Cushion acts as a predictor of 

financial distress, bringing to light potential refinancing, 

operational, and liquidity risks inherent to the firm.

3

3

3

3

3

3

Purpose
The Morningstar Corporate Credit Rating measures the 

ability of a firm to satisfy its debt and debt-like obligations. 

The higher the rating, the less likely we think the company 

is to default on these obligations.

The Morningstar Corporate Credit Rating builds on the 

modeling expertise of our securities research team. For 

each company, we publish: 

Five years of detailed pro-forma financial statements

Annual estimates of free cash flow

Annual forecasts of return on invested capital 

Scenario analyses, including upside and downside cases

Forecasts of leverage, coverage, and liquidity ratios  

for five years

Estimates of off balance sheet liabilities

These forecasts are key inputs into the Morningstar 

Corporate Credit Rating and are available to subscribers  

at select.morningstar.com.

Morningstar’s Approach to Rating Corporate Credit

Morningstar Research Methodology for Determining Corporate Credit Ratings 

Competitive 
Analysis

Cash-Flow 
Forecasts

Scenario
Analysis

Quantitative 
Checks

Rating
Committee

AAA

BBBC

D

BB

B
CC

CCC

 Analyst conducts   
    company and 
 industry research:

• Management interviews
• Conference calls
• Trade show visits
• Competitor, supplier,
 distributor, and 
 customer interviews
• Assign Economic 
 Moat™ Rating

 Analyst considers 
 company financial 
 statements 
 and competitive 
 dynamics to 
 forecast future 
 free cash 
 flows to the firm.

 Analyst derives 
 estimate of Stress 
    Test Score™  

 Analysts run bull 
 and bear cases 
 through the model 
 to derive alternate 
 estimates of 
 enterprise value. 

 Based on compet-
 itive analysis, 
 forecasts, and   
    scenario analysis, 
 the analyst 
 assigns 
 Business Risk.

 We gauge a firm’s 
 health using 
 quantitative tools 
 supported by our 
 own backtesting 
 and academic 
 research. 

• Morningstar Bank 
 Solvency Score™

• Distance to Default

 Senior personnel 
 review each 
 company to 
 determine the 
 appropriate final 
 credit rating. 

• Review modeling 
 assumptions
• Approve 
 company-specific 
 adjustments

AAA  Extremely Low Default Risk
 AA Very Low Default Risk
 A Low Default Risk
 BBB Moderate Default Risk

 BB Above Average Default Risk
 B High Default Risk
 CCC Currently Very High Default Risk
 CC Currently Extreme Default Risk

 C Imminent Payment Default
 D Payment Default

 UR Under Review
 UR+ Positive Credit Implication
 UR- Negative Credit Implication

AAA
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Overall Credit Rating
The four component ratings roll up into a single prelim-

inary credit rating. To determine the final credit rating,  

a credit committee of at least five senior research per-

sonnel reviews each preliminary rating. 

We review credit ratings on a regular basis and as events 

warrant. Any change in rating must be approved by the 

Credit Rating Committee. 

Investor Access
Morningstar Corporate Credit Ratings are available on 

Morningstar.com. Our credit research, including detailed 

cash-flow models that contain all of the components of the 

Morningstar Corporate Credit Rating, is available to 

subscribers at select.morningstar.com. 

The advantage of the Cash Flow Cushion ratio relative to 

other fundamental indicators of credit health is that the 

measure focuses on the future cash-generating 

performance of the firm derived from Morningstar’s 

proprietary discounted cash flow model. By making 

standardized adjustments for certain expenses to reflect 

their debt-like characteristics, we can compare future 

projected free cash flows with debt-like cash commitments 

coming due in any particular year. The forward-looking 

nature of this metric allows us to anticipate changes in a 

firm’s financial health and pinpoint periods where cash 

shortfalls are likely to occur.

Morningstar Solvency Score™

The Morningstar Solvency Score™ is a quantitative score 

derived from both historical and forecasted financial ratios.

It includes ratios that focus on liquidity (a company’s  

ability to meet short term cash outflows), profitability  

(a company’s ability to generate profit per unit of input), 

capital structure (how does the company finance its 

operations), and interest coverage (how much of profit is 

used up by interest payments). 

Distance to Default

The Distance to Default rating is a quantitative, market-

based measure of a company’s current financial health. 

(Distance to Default serves as the basis for Morningstar’s 

Financial Health Grade.) The underlying model treats  

the equity of a firm as a call option on that firm’s assets. 

Based on estimates of asset volatility and the Black-

Scholes option-pricing model, we can estimate the 

likelihood that the value of the company’s assets falls 

below the value of its liabilities, implying likely default. 

For each of these four categories, we assign a score, which 

we then translate into a descriptive rating along the scale 

of Very Good / Good / Fair / Poor / Very Poor. 

Morningstar Corporate Credit Rating

Morningstar’s Approach to Rating Corporate Credit
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Fortis
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

September 9, 2010
Research Fact Sheet
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

(FY-Dec.) 2008A 2009A 2010E 2011 E

Price (9-Sep) $30.00 52-Week High $30.81 EPS $1.56 $1.51 $1.65 $1.77
Target Price $34.00 52-Week Low $21.60 P/E 18.2x 16.9x

Dividend $1.12 Book Value $18.79 CFPS $4.21 $3.74 $4.29 $4.52
Yield 3.7% Price/Book 1.6x P/CEPS 7.Ox 6.6x

Shares O/S (mm) 172.9 Mkt. Cap ($mm) $5,187 Div. $1.03 $1.04 $1.12 $1.16
Float O/S (mm) 171.2 Float Cap ($mm) $5,136 EV ($mm) $10,533 $10,908 $12,009 $12,567
Wkly Vol (OOOs) 2,193 Wkly $Vol (mm) $60.5 EBITDA ($mm) $1,061.0 $1,063.0 $1,270.0 $1,350.8
Net Debt ($mm) $6,062 Next Rep. Date 5-Nov (E) EV/EBITDA 9.9x 10.3x 9.5x 9.3x

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.3% 8.2% 8.7% 9.1%
2008A $0.58 $0.28 $0.26 $0.48 Book Value ($) $18.00 $18.64 $19.08 $19.75
2009A $0.53 $0.31 $0.21 $0.49 D/Tot. Cap. (%) 67.6% 67.8% 67.5% 68.3%
2010E $0.58 a $0.32 a $0.23 $0.54 Reg. ROE (%) na na na na

NOt2S: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DiSCIOSU~2s: 1, 2,4, 5, 6AC
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Company Description -Fortis Inc. (Fortis) is a publicly and Caicos (100%), FortisAlberta (100%), FortisBC (100%)

listed holding company with four key businesses: electric and the Terasen Gas Companies (100%, British Columbia).

utility operations, regulated natural gas distribution, non- Website: fortisinc.co»a

regulated electric power generation and non-utility property Recent Results -Fortis reported Q2/10 EPS of $032,
activities. Gas and electric utility operations include which was in line with our estimate of $033 and the First
Newfoundland Power (100%), Maritime Electric (100%, Call Mean of $032 (range $030-0.33). Results from Fortis'
PEI), Fortis Ontario (100%), Belize Electricity (70.1%), individual business segments were generally consistent with
Caribbean Utilities (59.5%, Grand Cayman Island), Turks
This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



our estimates, but corporate costs were slightly lvgher than
anticipated.

Corporate Developments — On August 26, 2010, Fortis
announced that it is part of a partnership that is proposing to
construct a 335 MW expansion of the Waneta Dam, located
near Trail, B.C. The capital cost of the project is estimated
at $900 million, and the facility is expected to be placed in
service during the spring of 2015. Fortis owns a 51%
interest in the partnership and will be responsible for
operating and maintaining the facility once it is placed into
service. Revenues from the facility are expected to be
largely capacity-based, which should reduce hydrological
risk associated with the facility.

On July 28, 2010, the Accounting Standards Board (AcSB)
issued an exposure draft proposing that qualifying entities
with rate-regulated operations may elect to defer the
adoption of International Financial Reporting Standards
(IFRS) until reporting periods beginning on or after January
1, 2013. The Canadian AcSB is of the view that it is
prudent for rate-regulated entities to be given the

Research Fact Sheet

opportunity to delay the adoption of IFRS in light. of the fact
that the International Accounting Standards Board has not
finalized deliberations on the recognition, measurement and
disclosure of regulatory assets and liabilities. If the
exposure draft is ratified, Fortis will elect to defer the
adoption of IFRS unti12013.

Forecasts —Our diluted EPS estimates are $1.65 in 2010,
$1.77 in 20ll and $1.84 in 2012.

Valuation —Our target price of $34 is based on a weighted
valuation approach: 15x diluted 2012E EPS of $1.84
(12.5%); 1.75x 2012E BVPS of $20.92 (12.5%); and a
target yield of 3.50%, assuming 2012E dividends per share
of $1.20 (75%).

Recommendation — We believe that Fortis' shares are
attractively valued, considering the company's relatively
low-risk, diversified business model. Our rating is
Outperform. Member of Top 15 Income and Large Cap
stock selections.

BMO Q Capital Markets
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 9-Oct-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1958 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-OS NR to OP $23.911990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.52 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >700 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6:97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0..54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 6
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current* 1.60 18 1.12 3.8 70 18.79 1.6 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 8.0 14.5 12.4
10 Year: 10.1 9.3 11,1
20 Year. 5.0 5.9 7.5

*Current EPS is the 4 QuarterT~ailing to Q2/2010.
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IMPORTANT DISCLOSiJRES

Disclosure Statement

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of inveshnent banking services. Compensation for research is based on efFecfiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations,. accuracy of earnings estimates, and service to clients.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 15x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regularion by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies.
Changes in regulafion may adversely affect performance.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for inveshnent backing services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than inveshnent batikiug services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Inveshnent Banking Services &Non-Securities Related Services.

Distribution of Ratings (June 30, 2010)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperforrrt 37.1% 13.7% 43.6% 40.9% 51.0% 54.4%
Hold Market Perform 59.3% 10.4% 52.7% 54.8%0 45.4% 40.2%
Sell Underperform 3.6% 11.8% 3.6% 43% 3.6% 5.4%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Backing

services as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services

as percentage of Inveshnent Baukiiig clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP = Outperforni - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperfonn the market;
(S) =speculative. inveshnent;
NR = No rating at this tune;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benclunark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, sma11,
growth, value, income, quantitative; and US large, US small) have replaced the Tap Pick rating.
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Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please. go to
http://research~lobal.bmocapitalmarkets.com/Companv Disclosure Public.as~ or write to Editorial Department, BMO Capital Markets, 3 Times
Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
htto:/hesearchelobal.bmocanitalmarkets.com/documents/2009/rorior rating systems.Ddf

Dissemination of Research
Our research publications are available via our web site http://bmocanitalmarkets.com/research/. Institutional clients may also receive our research
via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made
widely available at the same time to all BMO Capital Markets client groups enritled to our research. Additional dissemination may occur via email or
regular mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is mailable at
http://researchglobal.bmocapitalmarkets.con~/Conflict Statement Public.asn.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in
the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Mazkets Corp are affiliates. Bank of Montreal or its subsidiaries.
(`BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets.
The opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and aze subject to
change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,
express or implied, in respect thereof, takes no responsibiliTy for any errors and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that
is not reflected in this report. The information in this report is not intended to be used as the primary basis of inveshnent decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for
information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy
from or sell to customers the securities of issuers mentioned in this report on a principal basis BMO .Capital Markets or its affiliates, officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should
not rely. solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., famish this report to
Canadian residents and accept responsibility far the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., ~liates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person
wishing to effect transacrions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns
Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (In high net worth entiries falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Bums Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Bums Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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Fortis
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market PerForm

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Updating Valuation Multiples;
Outperform Rating Maintained

Event

On October 19, we revised our earnings estimates and P/E and PBV valuation

multiples for Emera Inc. following a meeting with management. In order to be

consistent with our sector valuations, we are also revising our P/E valuation

multiples for Fortis Inc.

Impact

POS1t1Ve.

Forecasts

There are no changes to our forecasts.

Valuation

Our revised $35 target price (previously $34) is based on a weighted valuation

approach: 18x (previously 15x) 2012E EPS of $1.84 (12.5%), 1.75x 2012E

BVPS of $20.92 (12.5%) and a target yield of 3.50%, assuming 2012E

dividends per share of $1.20 (75%). We have revised our target P/E valuation

multiple to be consistent with the average P/E multiple at which Fortis traded

during 2005-2007 (range 17-20x P/E).

Recommendation

At current levels, we believe that Fortis's shares are attractively valued

considering the company's low-risk, diversified Uusiness model. Our rating is

Outperform.

October 19, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael. McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (78-Oct) $32.43 52-Week High $32.94
Target Price $35.001' S2-Week Low $21.60

Fortis InC. (FTS)

Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2008A 2009A 2010E 2011E

EPS $1.56 $1.51 $1.65 $1.77
P/E 19.7x 18.3x

CFPS $421 $3.74 $4.29 $4.52
P/CEPS 7.6x 7.2x

Div. $1.03 $1.04 $1.12 $1.16
EV ($mm) $10,533 $10,908 $12,551 $13,112
EBITDA ($mm) $1,061.0 $1,063.0 $1,270.0 $1,350.8
EVlEBITDA 9.9x 10.3x 9.9x 9.7x

Quarterly EPS Q1 Q2 Q3 Q4
2008A $0.58 $0.28 $0.26 $0.48
2009A $0.53 $0.31 $021 $0.49
2010E $0.58a $0.32a $0.23 $0.54

Dividend $1.12 Yield 3.5%
Book Value $15.79 Price/Book 1.7x
Shares O/S (mm) 172.9 Mkt. Cap ($mm) $5,607
Float O/S (mm) 171.2 Float Cap ($mm) $5,552
Wkly Vol (OOOs) 2,216 Wkly $Vol (mm) $62.5
Net Debt ($mm) $6,062.0 Next Rep. Date OS-Nov (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2010E:
$1.65; 2011 E: $1.78

Changes Target
$34.00 to $35.00

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



BMO Capital Markets Fortis

Table 1: Consolidated Summary

~9-pct-~0 Michael McGowan
Current Price: $32.91 BMO Capital Markets
12-Month Target Price: $35.0
ROR: 9.9% Ra~nmmannafinn~ n~rt„A~t~.,.~

Vear Ending December 37
2002 2003 2004 2005 2006 2007 2006 2009 2010E 2~1'IE 2012E

Total Basic EarningsPer Share $0.97 $1.06 $1.~5 $1.17 $1.38 $1.36 $1.60 $1.54 $1.67 $1.87 $1.87
Total Diluted EarningsPerShare $x.96 $1.03 $0.99 $1.1~ $1.33 $129 $1.56 $1.51 $1.65 $1.77 $1.84
Segmented EPS

Nevfioundland Power $0.44 $0.43 $0.97 $029 $029 $022 $~20 $0.79 $020 $0.20 $020
O[her Canadian $024 $~20 $0.15 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $x.11 $0.11
Fortis PropeRies $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $x:14 $0.15 $0.15
Fortis Generation $0.07 $0.16 $0.15 $021 $025 $0.17 $0.19 $0.09 $0.09 $0.11 $0.11
Fortis Caribbean $0.11 $025 $0.09 $x.18 $023 $0.24 $0.19 $0.15 $0.77 $0.17 $0.17

Fo~tisAlbeRa $0.00 $0.00 $0.22 $0.30 $0.40 $0.35 $0.29 $0.35 $0.40 $0.43 $0.45
FortisBC $a.aa $0.00 $021 $024 $0.26 $0.23 $022 $0.22 $~24 $0.27 $0.29

Teresen Inc. $0.00 $D.00 $0.00 $0.00 $0.00 $0.31 $0.77 $0.72 $0.76 $0.81 $x.81
Other/Corporate ($0.03) {$~.~2) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.43) ($0.44) ($0.43)

Dividends $0.49 $0.52 $0.54 $0.61 $a.e7 $0.82 $1.03 $1.04 $1.12 $1.16 $1.20
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.4% 602% 642% 67.6% 66.9% 642% 642%
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 757.4 170.2 172.1 173.0 177.4
Net Book Value $8.50 $8.84 $10.47 $11.76 $1226 $16.72 $78.OD $18.64 $19.08 $19.75 $20.92

Market Valuation

Price: High $1328 $1524 $17.75 $25.64 $30.00 $30.00 $29.94 $28.86 - - -
Price: Low $10.76 $11.63 $14.23 $17.00 $20.36 $24.50 $20.7D $21.62 - - -

Pnce: Current - - - - - - - - $32.91 - -
P/E Ratio: High 13.7 14.3 16.9 21:9 21.7 220 18.7 18.7 - - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.0 129 1q.0 - - -

P/E Ratio: Curren[ - - - - - - - - 1g.7 18.2 17.6
Price/Book Value: High 1.6 1.7 1.7 2.2 2.4 1.0 1.7 1.5 - - -
Price/book Value: Low 1.3 7.3 1.4 1.4 1.7 1.5 1.1 12 - -

Price/Book Value: Currerd - - - - - - - - 1.7 1,7 1.6
Yield: High Price 3.7% 3.4% 3.D% 2.4% 22% 2.7% 3.4% 3.6% - - -
Yield: LoW Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% S.D% 4.8% - -

Yield: CuRent 3.4% 3.5% 3.6%

Balance Sheet ($mm)
Debt (5-T) 181.6 142.6 229.1 80.3 182.5 911.0 65~.D 639.0 5629 6D7.0 755.8
Debt (L-T) 926.5 1,006.9 1,681.6 2,133.8 2,494.5 4,578.0 4,84 .0 5,237.4 5,200.3 5,685.4 5,812.0

Minority Interest 40.0 36.8 37.5 39.6 130.0 115.0 145.0 123.0 123.0 123.0 X23.0
Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 667A 667.0 917.E 917.0 917.0

Convertible Debentures 14.4 24.5 ?2.9 22.3 63.5 45.0 44.0 44.4 44.0 44.0 44.0
Shareholders'Equity 584.5 614.7 1000.1 1213.4 1275.7 26D0.7 3045.7 31. 92.7 3298.1 3419.9 37987

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,145.3 10,796A '11,45D.5
Balance Sheet (%)

Debt(ST) 10.4% 7.3% 6.6% 2.1% 4.D% 10.5% 6.9% 6.5% 5.5% 5.6% 6.6%
Deb[(L-T) 53.0% 51.8% 53.9% 56:0°,5 54.4% 52.7% 51.5% 52.9% 51.3% 52.7% 50.8°k

Minority Interest 23% 1.9% 1.7% 1.0%. 28% 1.3% 1.5% 1.2% 12% 1.1% 7.1%
Preferretl 5heres 0.0% 6.4% 92% 8.4% 9.6% 5.1% 7.1% 6.7% 9.0% 8.5% 8.0%

Convertible Debentures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4%
Shareholders'Equky 33_5% 31_5% 28_6% 31.9% 27_8% 29_9% 32.4°/4 32_2% 32_5% 31.7% 33_2%

100.0% 1D0.0% 100.0% 100.0:6 100.0% 100.0% 100.0% 100.D% 10.0% 100.Q% 10.0%

Income Statement

Net ProfR to Common 63.3 73.6 89.1 119.2 1432 187.4 252.5 262.0 288.1 312.5 331.6
Cash Flow from Opeations 734.4 160.7 283.7 320.0 279.8 373.0 663.0 637.0 742.9 788.7 825.8

Source: BMO Capital Markets
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS PIE DPS Yield Payout BV P/B ROE FTS - Rating as of 7-Nov-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-08 NR to OP $23.911990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 12 12
1992 0.64 10 0.38 6.2 60 528 12 12
1993 0.64 11 0.40 5:6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.T 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0:96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current' 1.60 20 1.12 3.5 70 18.79 1.7 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 6.8 14.5 12.4
10 Year: 10.0 9.3 11.1
20 Year: 4.7 5.9 7.5

*Current EPS is the 4 QuarterTrailing to Q2/2010.
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IMPORTANT DISCLOSURES

Fortis

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensarion was, is, or will be, directly or indirecfly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas. and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets bas undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Investment Banking Services & Nnn-Securities Related Services.

Methodology and Risks to Price TargetlValuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (5eptember 30, 2010)
Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Stannine
Universe

Buy Ou erform 36.5% 13.6% 40.7% 40.4% 49.1% 55.4%
Hold Market Perform 60.2% 11.3% 55.9% 55.b% 49.1% 39.7%
Sell Unde erform 3.3% 12.5% 3.4% 4.0°/a 1.9% 1.6%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received wmpensation for Investment Baukiug services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services. as percentage of Investment Backing clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Investment Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P SQO, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists b ide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http:/hesearchglobal.bmocapitalmarkets.com/Company_Disclosure
Public.asp or write to Editorial Deparhnent, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MAX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets. com/documents/2009/prior_rating_systems.pdf

Fortis

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our reseazch via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our reseazch is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination inay occur via email or regular
mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at http://researchglobal.bmocapitahnarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Mazkets Ltd. and BMO Capital Markets Corp are. affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Mazkets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should nat be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Mazkets or its affiliates will buy from or sell to customers
the securities of issuers menrioned in this report on a principal basis. BMQ Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivarive instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Bums Inc. and BMO Nesbitt Bums Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the teens set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Bums Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, fiiruish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd..
To U.K. Residents: In the UK this document is published by BMO Capital Markets Lunited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Qrder
2005 (the "Order") or' (TI) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Pic,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used. under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OO COPYRIGHT 2010 BMO CAPITAL MARKETS CORP.

A member of BMO e Financial Group
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Stock Price: $32.70
Target Price: $35.00

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q3 Comparable Earnings in Line

Impact Neutral

November 5, 2010
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Details 8~ Analysis Fortis reported Q3/10 GAA.P EPS of $0.26. After adjusting for the

recovery of a $4 million expense recorded in Q4/09 regarding the cost of

converting portions of the distribution system at Terasen Gas Whistler to

utilize natural gas instead of propane, comparable EPS were $0.24. This

is consistent with our estimate of $0.23 and the First Call Mean of $0.24

(range $0.23-0.26). The majority of the company's business segments

appear to be performing well. Earnings fi-om most of the business

segments either met or exceeded our estunates, with earnings at

FortisAlberta and FortisGeneration being particularly strong. There were

no material changes to Fortis's capital expenditure program. The company

expects to invest $1.1 billion of capital in 2010 (year-to-date spending was

$703 million) and approximately $5.5 billion during 2010-2014. Overall,

this appeared to be a steady quarter. We continue to believe that Fortis's

shares are attractively valued considering the company's relatively low-
risk business model.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 26-Nov-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-OS NR to OP $23.91

1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1:3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996. 0.59 14 Q.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.6D 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3T 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.1 D 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.fi 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 6S 18.65 1.5 8

Current" 1.60 20 1.12 3.5 70 18.79 1.7 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 6.8 14.5 12.4
10 Year: 10.0 9.3 11.1
20 Year: 4.7 5.9 7.5

Current EPS is the 4 Quarter Trailing to Q2/2010

Last Daily Data Point November 4, 2010
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities or issuers. I also certify that no part of my compensation was,. is, or 

will be,
directly or indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations,. accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x
2012E BVPS (12.5%0) and a target yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regularion by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (September 30, 2010)

Rating
Cate. ory BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 36.5% 13.6% 40.7% 40.4% 49.1% 55.4%
Hold Market Perform 60.2% 11.3°/a 55.9°/a 55.6% 49.1% 39.7%
Sell Underperform 3.3% 12.5% 3.4% 4.0% 1.9% 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

*** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500,. Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, sma11, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchelobal.bmocapitalmarkets.com/Company Disclosure Public.asp or write to Editorial Department,
BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1
First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn:/hesearchelobaLbmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients
may also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters,. Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email ar regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn://researchelobal.bmocanitalmarkets.com/Conflict Statement Public.asn

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the.
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Bums Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor.. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis.. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (a11 such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed onto, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.
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(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Another Steady Quarter: Q3/10 Results in Line

Event

Fortis reported Q3/10 GAAP EPS of $0.26. After adjusting for the recovery of

a $4 million expense recorded in Q4/09 regarding the cost of converting

portions of the distribution system at Terasen Gas Whistler to utilize natural gas

instead of propane, comparable EPS were $0.24. This is consistent with our

estimate of $0.23 and the First Call Mean of $0.24 (range $0.23-0.26).

Earnings from most of the business segments either met or exceeded our

estimates, with earnings at FortisAlberta, FortisBC and FortisGeneration being

particularly strong and offsetting slightly higher-than-expected corporate

expenses.

Impact

Neutral.

Forecasts

There are no changes to our EPS estimates; however, we are increasing our

dividend estimates slightly in order to better align our forecast payout ratios for

2011 and 2012 with payout ratios experiencedui 2009-2010E. Our 2011 DPS

increases to $1.18 from $1.16 and our 2012E DPS estimate increases to $1.24

from $1.20.

Valuation

Our $35.50 (previously $35.00) target price is based on a weighted valuation

approach: 18x (previously 15x) 2012E diluted EPS of $1.84 (12.5°/o), 1.75x

2012E BVPS of $20.78 (12.5%) and a target yield of 3.50%, assuming 2012E

dividends per share of $1.24 (75%).

Recommendation

At current levels, we believe that Fortis's shares are attractively valued

considering the company's low-risk, diversified business model. Our rating is

Outperform.

November 7, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416)359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (5-Nov) $33.26 52-Week High $33.58
Target Price $35.50T 52-Week Low $21.60

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share
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(FY-Dec.) 2008A 2009A 2010E 2011E

EPS $1.56 $1.51 $1.65 $1.77
P/E 20.2x 18.8x

CFPS $421 $3.74 $4.29 $4.52
P/CEPS 7.8x 7.4x

Div. $1.03 $1.04 $1.12 $1.18
EV ($mm) $10,533 $10,908 $12,525 $13,086
EBITDA ($mm) $1,061.0 $1,063.0 $1,270.0 $1,350.8
EV/EBITDA 9.9x 10.3x 9.9x 9.7x

Quarterly EPS Q1 Q2 Q3 Q4
2008A $0.58 $0.28 $0.26 $0.48
2009A $0.53 $0.31 $0.21 $0.49
2010E $0.58a $0.32a $0.24a $0.53

Dividend $1.12 Yield 3.4%
Book Value $18.75 Price/Book 1.8x
Shares O/S (mm) 173.6 Mkt. Cap ($mm) $5,773
Float O/S (mm) 171.7 Float Cap ($mm) $5,710
Wkly Vol (OOOs) 2,205 Wkly $Vol (mm) $62.7
Net Debt ($mm) $6,195.0 Next Rep. Date 10-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2010E:
$1.65; 2011 E: $1.78

Changes Quarterly EPS Target
Q4110E $0.54 to $0.53 $35.00 to $35.50

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 8.
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Another Steady Quarter — Q3/10 Results in Line

Fortis reported Q3/10 GAAP EPS of $0.26. After adjusting for the recovery of a $4 million

expense recorded in Q4/09 regarding the cost of converting portions of the distribution system

at Terasen Gas Whistler to utilize natural gas instead of propane, comparable EPS were $0.24.

This is consistent with our estnnate of $0.23 and the First Call Mean of $0.24 (range $0.23-

0.26). Earnings from most of the business segments either met or exceeded our estimates, with

earnings at FortisAlberta, FortisBC and FortisGeneration being particularly strong and

offsetting slightly higher than expected corporate expenses.

Fortis has historically grown through acquisition and its last major transaction was the

acquisition of the Terasen Gas utilities, which was completed in May 2007. Now that financial

markets have stabilized, we would expect Fortis to continue to review potential acquisition

candidates, with the most likely targets regulated utility companies operating in the U.S. Absent

an acquisition, we believe that Fortis will continue to advance its capital expenditure program

and seek out accretive greenfield/brownfield development opportunities. The company's

announcement in late August that it had acquired a 51%interest in the partnership responsible

for constructing the 335 MW Wanteta Dam expansion in Trail, BC, is a good example of Fortis

developing projects that complement its regulated utility operations.

There are no changes to the company's expenditure program. Fortis expects to invest $1.1

billion of capital in 2010 and approximately $5 billion during 2010 2014. Although the

company has not finalized its capital expenditure budgets for 2011, we expect 2011E capital

expenditures to be consistent with 20101evels.

Our $35.50 (previously $35.00) target price is based on a weighted valuation approach: 18x

(previously 15x) 2012E diluted EPS of $1.84 (12.5%), 1.75x 2012E BVPS of $20.78 (12.5%)

and a target yield of 3.50%, asswning 2012E dividends per share of $1.24 (75%). The slight

increase to our target price was driven by revisions to our dividend outlook.

We believe that Fortis's shares are attractively valued considering the company's relatively

low-risk, diversified business model. Our rating is Outperform.

Q3 Results

As set out in Table 1, on a comparable basis, net income increased by 13.9% in Q3/10 versus

Q3/09. In order to present results on a comparable basis, Q3/10 GAAP income was adjusted

for the recovery of a $4 million expense recorded in Q4/09 regarding the cost of converting

portions of the distribution system at Terasen Gas Whistler to utilize natural gas instead of

propane. Since we normalized earnings for this expense in Q4/09, in order to be consistent we

have adjusted Q3/10 earnings to exclude the recovery.

BMO ~~ Capital Markets
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Table 1: Historical Q3 Income by Business Segment

Q3/10 Q3/10 Q3/09 Variance
GAAP Adjusted Adjusted Q3110 Adj.

Earnings Adj. Earnings Q3/09 Adj. Earnings vs. Q3I09 Variance
($mm) ($mm) ($mm) GAAP ($mm) ($mm) Adj.

Regulated Gas Utilities - Canadian
Terasen Gas Companies (5.0) (4.0) (9.0} (3.0) - (3.0) (6.0) 200.0

Regulated Electric Utilities - Canadian

FoAisAlberta 19.0 - 19.0 15.0 - 15.0 4.0 26.7%
FoAisBC 11.0 - 11.0 9.0 - 9.0 Z.0 22.2%
Newfoundland Power 8.0 - S.0 7.0 - 7.0 1.0 14.3%
Other Canadian 5:0 - 5.0 5.0 - 5.0 0.0 0.0%

43.0 - 43.0 36.0 - 36.0 7.0 19,4%
Regulated Electric Utilities - Caribbean 8.0 - 8.0 7.0 - 7.0 1.0 14.3
Non-Regulated -Fortis Generetion 9.0 - 9.0 4.0 - 4.0 5.0 125.0
Non-Regulated -Fortis Propedies 9.0 - 9.0 9.0 - 9.0 0.0 0.0%

Corporate and Other (19.0) - (19.0) (17.0) - (17.0) (2.0) 11.8%
Net Earnings Applicable to Common Shares 45.0 (4.0) 41.0 36.0 0.0 36.0 (5.0) 13.9

aource: crvi~ cap¢ai marxecs, company Keports

A discussion of the operating performance of each business segment follows below.

Regulated Gas Utilities - Terasen Gas Companies

The adjusted Q3/10 net loss of $9 million from Terasen Gas was greater than our estimate of a

$5.9 million loss and a net loss of $3 million in Q3/09. The increased loss in Q3/10 was

primarily the result of lower gas volumes during the quarter and increased operating and

maintenance expenses at Terasan Gas Inc.

Regulated Electric Utilities - FortisAlberta

Q3/10 net income of $19 million was greater than our estimate of $17.4 million and Q3/09 net

income of $15 million.

Earnings in Q3/10 benefitted from an increase in customer distribution rates arising from the

2009 Alberta Utilities Commission (AUC) Generic Cost of Capital Hearing, which increased

FortisAlberta's allowed ROE to 9% from 8.51% and increased the company's deemed equity

thicl~ess to 41%from 37%.

During the quarter, FortisAlberta recorded a revenue accrual of $22 million (with $14 million of

the total relating to H1/10) to reflect higher approved rates associated with a regulatory decision
issued for its 2010 2011 rate filing. The revenue increase will offset rising costs associated
with rate base growth (amortization, operating expense and financing charges) and is not

expected to significantly increase earnings. The rate increase, however, will improve cash flow
at FortisAlberta.

Regulated Electric Utilities - FortisBC

Q3/10 net income of $11 million was greater than Q3/09 net income of $9 million and our

estimate of $8.6 million. Higher revenues due to the increase. in customer electricity rates were

partially offset by increased operating costs and lower electricity sales due to unfavourable
weather conditions.

Page 3 • Noven7ber 7, 2010
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Regulated Electric Utilities — Newfoundland Power

Q3/10 net income of $8 million was consistent with our estimate of $8 million and slightly

greater than Q3/09 net income of $7 million.. Newfoundland Power appears to be having a

strong year. Reported net income was consistent with our estimate, despite additional operating

costs of appro~mately $2 million, which were incurred to repair damage caused by Hurricane

Igor in September.

Regulated Electric Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $8 million in Q3/10 versus

our estnnate of $8.6 million and Q3/09 net income of $7 million. T`he increase in Q3/10

earnings was largely driven by a $1 million deferral of previously expensed business taxes at

Belize Electricity, which are expected to be collected in future rates.

Unregulated — Fortis Generation

Fortis Generation reported net income of $9 million, which was greater than our estimate of

$5.7 million and Q3/09 net income of $4 million. The difference between actual and expected

results was due to a combination of increased production in Belize as a result of higher rainfall.

Unregulated — Fortis Properties

Fortis properties reported net income of $9 million, which was consistent with our estimate of

$93 million and Q3/09 net income of $9 million. Occupancy decreased to 93.7% at the end of

the quarter versus 96.2% at the end of Q3/09. Revenue per available room increased to $89.54

during Q3/10 versus $89.02 during Q3/09.

Estimates

There are no changes to our EPS estimates; however, we are increasing our dividend estimates

slightly in order to better align our forecast payout ratios for 2011 and 2012 with payout ratios

experienced in 2009-2010E. Our 2011 DPS increases to $1.18 from $1.16 and our 2012E DPS

estvnate increases to $1.24 from $1.20.

BMO Q Capital Markets
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Table 2: Consolidated Summary
asNov-~o
Current Price: $3326
12-Month Target Price: $35.50
ROR: 10.3°h Recommendation

Fortis

Michael McGowan
BMO CapiFal Markets

Year Ending December 31
2002 2003 2004 2005 2008 2007 2008 2009 2010E 2011E 2072E

Total Basic Earnings Per Share $0.97 $1.ofi $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.67 $1.81 $1.87
ToWi DiNted Earnings Per Share $0.96 $1.03 $x.99 $1.10 $1.33 $1.29 $1.56 $1.51 $1.65 $1.77 $1.84
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $0.29 $022 $020 $0.19 $0.20 $D20 $020
Other Canadian $024 $020 $0.75 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.11 $0.11
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.14 $0.15 $0.16
Fortis Generation so.o~ $0.16 $0.15 $0.21 $O.ZS $a.17 Sa.19 $x.09 $0.11 $0.17 $0.11
Fortis Caribbean $0.11 $025 $0.09 $0.18 $023 $0.24 $0.19 $0.15 $0.16 $0.17 $0.17

FortisAl6erta $0.00 so.00 $022 $0.30 $0.40 $0.35 $029 $0.35 $0.40 $x.43 $0.44
FortisBC $0.00 $0.0~ $~21 $024 $026 $0.23 $022 $022 $025 $0'27 $0.29

re~se~ ins. aa.oa $0.~0 $0.00 $0.40 $0.00 $0.31 $0.71 $0.72 $0.77 $0.81 $0.81
Other/COrpofate ($0.03) ($0.12) ($028) ($0.30) ($x.33) ($0.41) ($0.45) {$0.42) ($0.46) ($0.43) ($0.42)

Divitlends $4.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.18 $124
Payout Ratio 49:9% 48.9% 51.4% 52.3°h 48.4% fio2% 64.2% 67.6% 67.t% 65.3% 66.3%
Averege Shares (mm) 65.1 69.2 84.7 11.8 103.6 137.6 157.4 1702 172.4 173.7 178.1
Net Book Value $8.50 $8.64 $10.47 $11.78 $12.26 $16.72 $18.00 $18:64 $19.00 $79.64 $20.78

Market Valuation
Price: High $13.28 $75.24 $17.75 $25.64 $30.0 $3.00 $29.94 $28.86 - -
Pnce: Low $10.76 $71.63 $1423 $17.D0 $20.36 $24.50 $20.70 $21.62 - - -

Price: Curtent - - - - -. - - - $3326 -
P/E Ratio: High 13.7 14.3 ifi.9 21.9 21.7 22.0 18.7 18.7 - - -
P/ERatio: Low 11.1 10.9 13.5 14.5 14.7 18.0 129 14.0 - -

P/ERatio: Current - - - - - - - - ~9.g 18.4 17.8
PriceBOOk Value: High 1.6 1.7 1.7 22 2.4 1.8 1.7 1.5 - - -
Price/Book Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 12 - -

Pricef600k Value: Current - - - - - - - - 1.B 1.7 1.6
Yield: High Price 3.7% 3.4% 3.0% 2.4% 2.2~ 2.7% 3A°h 3.6% - - -
Yieltl: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.8% - -

Yield: Current 3.4% 3.5% 3.7%

Balance Sheet ($mm)

Debt (5-~ 181.6 142.6 729.1 80.3 182.5 911.0 65D.0 639.0 563.6 610.7 765.9
Debt (L-T) 926.5 1,OOS.9 7,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,200.3 5,685.4 5,872.0

Minority Interest 40.0 36.8 37.5 39.6 13.0 115.0 145:0 123.0 123.0 123.D 123.0
Preferted Shares O.D 125.0 321.5 319.5 442.0 442.0 667.0 667.0 917.0 917.E 917.0

Comertihie Debentures 14.4 24.5 22.9 223 63.5 45.0 44.0 44.0 44.0 44.0 44.0
Shareholders'EquiTy 584.5 614.7 100.1 1213.4 1275.7 zs°o.7 3045.7 3192.7 3297.4 3416.3 3788.6

1,746.9 1,950.4 3,492.7 3,88.8 4,588.1 8,691.7 9,391.7 9,902.7 10,145.3 70,796.4 11,4b0.5
Balance Sheet (%

Debt (5-T) 10.4% 7.3% 6.6% 2.1% 4.0% 10.5%a 6.9% 6.5% 5.6% 5.7% 6.7%
Oebt (L-T) 53.0% 57.6% 53.9% 56.0% 54.4% 52.7Na 51.5% 52.9% 51.3% 52.7% 5~.8%

Minority Interest 2.3% 1.9% 1.1% 1.D% 2.8% 1.3% 1.5% 12% 12% 1.1% 1.1%
Preferred Shares O.D% fi.4% 9.Z% 8.4% 9.6% 5.1% 7.1% 6.7% 9.0% 8.5% 8.0%

Convertible Debentures 0.8% 1.3% 0.7% 0.8% 1.4% 0.5% 0.5% D.4% D.4% 0.4% 0.4%
Shareholders'EquiTy 33_5% 31_5% 28_6% 31_9% 27_8% 29_9% 32.4% 32_2% 32_5% 31_6% 33_1%

7 D0.0% 10.0% 100.0% 100.0% 100.0% 1D0.0% 100.0% 1D0.0% ioo.o% 100.0% 100.0%

Inwme Statement

NetProft to Common 63.3 73.6 89.1 1192 1432 187.4 2525 262.0 287.8 313.9 333.2
Cash FIoW from 0 eations 134.4 160.7 283.7 320.0 279.8 373.E 663.0 637.0 742.5 790.1 827.3

Source: Company reports, BMO Capital Markets
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 26-Nov-07 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3,92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-08 NR to OP $23.91

1991 0.60 10 0.37 6.2 61 5.01 12 12
1992 0.64 10 0.38 62 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 78 0.44 42 74 fi.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.70 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.7fi 2.6 55 12.19 2.4 11
2007 1.29 21 0.64 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 fib 18.65 1.5 8

Current* 1.60 20 1.12 3.5 70 18.79 1.7 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 6.8 14.5 12.4
10 Year: 10.0 9.3 11.1
20 Year: 4.7 5.9 7.5

' Current EPS is the 4 Quarter Trailing to Q2/2010
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Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment backing services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: SMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Inveshnent Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology:.. Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50%based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratin s (Se tember 30, 2010)
Rating

Category BMO Rating
BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 36.5% 13.6% 40.7% 40.4% 49.1% 55.4%
Hold Market Perform 60.2% 11.3% 55.9% 55.6% 49.1% 39.7%
Sell Unde erfortn 33% 12.5% 3.4% 4.0% 1.9% 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
* * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Bauldng services

as percentage within ratings category.
**~ Reflects ratuig distribufion of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percentage of Inveshnent Banking clients.:
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions;
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perforni - Forecast to perform roughly in line with the market;
Und =.Underperform - Forecast to underperform the market;
(S) =speculative inveshnent;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark nidex such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
compury. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure
Public,asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto., Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets. com/documents!2009/prior_rating_systems.pdf

Fortis

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/researcl~/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, Fact5et, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups enfitled to our reseazch. Additional dissemination may occur via email or regular
mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Ina and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. ui the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending. arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranTy, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Mazkets or its affiliates that is not reflected in
this report. The informarion in this report is not intended to be used as the primary basis of inveshnent decisions, and because of individual client
objectives,. should not be conshued as advice designed to meet the particular inveshnent needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securiries of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp.,. furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
azid accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the iTK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (n persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BN10 Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2010 BMO CAPITAL MARKETS CORP.
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(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Annual Dividend Increased by 3.6%;
Outperform Rating Maintained

Event

On December 14, 2010, Fortis announced that it is increasing its annual

dividend by 3.6% to $1.16/shale from $1.12/share. The revised quarterly

dividend of $0.29/share will be payable on March 1 to shareholders of record as

of February 11, 2011.

Impact

Neutral. The revised annual dividend of $1.16/share is slightly lower than the

FY 2011E DPS forecast of $1.18/share that we published in our research

comment regarding Q3/2010 earnings.

Forecasts

We have updated our estimates to reflect FY 2011E dividends of $1.16. We

have also trimmed our FY 2012E dividend estimate to $1.22 from $1.24.

Valuation

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E

diluted EPS of $1.84 (12.5%), 1.75x 2012E BVPS of $20.82 (12.5%) and a

target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75%).

Recommendation

We believe Fortis's shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

December 14, 2010
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
M ichael. M cGowan@bmo. com
Assoc: Mark Laing, CA, CFA

Price (13-Dec) $33.50 52-Week High $33.63
Target Price $35.50 52-Week Low $21.60

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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Last Data Point: December 10, 2010

(FY-Dec.) 2009A 2010E 2011E 2012E

EPS $1.51 $1.65 $1.77 $1.84
P/E 20.3x 18.9x 18.2x

CFPS $3.74 $4.31 $4.54 $4.65
P/CEPS 7.8x 7.4x 7.2x

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,623 $13,200 $13,628
EBITDA ($mm) $1,063.0 $1,271.0 $1,351.7 $1,4042
EV/EBITDA 10.3x 9.9x 9.8x 9.7x

Quarterly EPS Q1 Q2 Q3 Q4

2009A $0.53 $0.31 $0.21 $0.49
2010E $0.58a $0.32a $0.24a $0.53
2011E $0.62 $0.35 $0.25 $0.58

Dividend $1.12 Yield 3.3%
Book Value $18.75 Price/Book 1.Sx
Shares O/S (mm) 173.6 Mkt. Cap (mm) $5,815
Float O/S (mm) 171.7 Float Cap (mm) $5,752
Wkly Vol (OOOs) 2,308 Wkly $Vol (mm) $67.4
Net Debt ($mm) $6,195 Next Rep. Date 10-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2010E
$1.65; 2011 E: $1.77; 2012E: $1.84

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.
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Table 1: Consolidated Summary

14Deo-10
Current Price: $33.50

12-Month Target Price: $35.50
anR a a ~,

Fortis

Michael McGov(an
BMO Capital Markets

Year Ending December 31
2002 20U3 2004 2005 2006 2007 2008 2009 2010E 2011E 2012E

Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $7.60 $1.54 $1.67 $1.87 $1.87
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.65 $1.77 $1.Bq
Segmented EPS

Newfoundland Power $o.44 $0.43 $0.37 $0.29 $0.29 $022 $~20 $0.19 $020 $0.2~ $020
Other Canadian $0.24 $x.20 $0.15 $0.12 $0:13 $0.11 $0.10 $0.10 $0.11 $0.11 $0.11
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.14 $0.15 $0.15
Fortis Generation $0.07 $0.16 $0.15 $021 $025 $0.17 $0.19 $0.09 $0.11 $0.11 $0.11
Fortis Caribbean $0.11 $025 $0.09 $0.18 $x.23 $024 $0.19 $0.15 $0.76 $D.17 $0.17

FortisAiherta $x.00 $0.00 $022 $0.30 $0.40 $0.35 $0.29 $0.35 $0.4~ $0.43 $0.44
FortisBC $0.00 $0.00 $021 $0.24 $026 $Q23 $022 $D.?2 $025 $0.27 $x.29

Terasen Inc. $0.00 $x.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.72 $0.77 $0.81 $O.Bi
Other/COrpoate ($0.03) ($0.12) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($x.46) ($0.43) ($0.42)

Dividends $0.49 $0.52 $0.54 $0.61 $4.67 $0.82 $1.03 $1.04 $1.12 $1.16 $122
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.4% 602% 642% 67.6% 67.x% 642% 652%
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 157.4 170.2 772.4 173.7 178.1
Net Book Value $8.50 $8.84 $10.47 $11.76 $1226 $16.72 $18.D0 $18.64 $19.0 $19.67 $20.82

Market Valuation
Price: High $1328 $15.24 $17.75 $25.64 $30.D0 $30.0 $29.94 $28.86 - - -
Price: Low $10.76 $11.63 $14.23 $77.00 $2.36 $24.50 $20.70 $21.62 - - -

Pnce: Current - - - - - - - - $33.50 -
P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18.7 - - -
P/E Ratio: Low 11.1 10.8 13.5 14.5 14.7 18.0 12.9 14.0 - -

P/E RaHo: Current - - - - - - - - 20.0 16.5 17.9
Price/Book Value: High 1.6 7.7 1.7 22 2.4 1.8 7.7 1.5 - - -
Price/Book Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 12 - -

Price/gook Value: Current - - - - - - - - 1,8 1.7 1.6
Yield: Hlgh Price 3.7% 3.4% 3.0% 24% 22% 2.7% 3.4% 3.6% - - -
Yield: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.6% - - -

Yield: Current 3.3% 3.5% 3.6%

Balance Sheet (Smm)

Debt(ST) 181.6 142.6 229.1 80.3 182.5 911.0 650.D 639.0 563.1 6D6.7 758.4
Debt (L-T) 926.5 1,006.9 1,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,200.3 5,685.4 5,812.0

Minority Interest 40.0 36.B 37.5 39.6 730.0 115.0 145.0 123.0 123.4 123.0 123:0
Preferted Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 667.0 917.0 917.0 917.0

Convertible Debentures 14.4 24.5 22.9 22.3 63.5 45.0 44.D 44.0 44.a 44.0 44.0
Shareholders'Equity 584.5 614.7 1.00D.1 1.213.4 1275.7 260.7 3045.7 3192.7 32~7fi 3420.0 3 95.9

1,746.9 1,950.4 3,482.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,145.1 10,796.2 11,450.3
Balance S heat (% )

Debt (S-T) 10.4°h 7.3% 6.6% 2.1% 4.0% 10.5°h 6.9% 6.5% 5.6% 5.6% 6.6%
Debt (L-T) 53.0% 51.6% 53.9% 56.0% 54.4% 52.7% 51.5% 52.9°/a 51.3% 52.7% 50:8%

Minority lMerest 23% 1.9% 1.1% 1.0% 2.6% 1.3% 1.5% 13% 72% 1.1% 1.1%
Preferred 5ha~es 0.0% 6.4% 92% 8.4% 9.6% 5.1% 7.1% 6.7% 9.0% 8.5% 8.0%

Convertible Debentures D.8% 1.3% 0.7% 0.6% 1.4% 0.5% 0:5°h 0.4% 0.4% 0.4% 0.4%
Shareholders'Equity 33_5% 31SW 28_6% 31_9% 27_8% 29_9% 32.4% 32_2% 32_5% 31.7% 33_2%

iao.o% ioa.o~ ioo.ost ioo.o% tao.ovs ioo.o~ ioo.o% ~oo.oss toa.o% ioo.o% ioo.o%
Income Statement

Net Profit to Common 63.3 73.6 89:1 119.2 143.2 187.4 252.5 262.0 288.1 313.9 3332
Cash Flow from O eratlons 134.4 160.7 283.7 320.0 279.8 373.0 663.0 637.0 742.5 790:1 627.3

Source: BMO Capital Markets
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 2-Jan-08 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989
1990

D.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-08 NR to OP $23.91

1991 0.60 10 0.37 62 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 D.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 9.04 3.6 68 18.65 1.5 8

Current* 1.63 20 1.12 3.5 69 18.75 1.7 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year. 72 11.8 12.4
10 Year: 10.2 9.3 11.1
20 Year: 4.8 5.7 7.5

*Current EPS is the 4 Quarter Trailing to Q3/2010
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IMPORTANT DISCLOSiJRES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets bas undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investrnent banking services with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for inveshnent banking services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment backing services within the past 12
months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Investment Baukiug Services &Non-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest in 1% or more of any class of the equity securifies of this issuer.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and. federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (September 30, 2010)

Rating
Category BMO Rafing

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmiue
Universe

Buy Outperform 36.5% 13.6% 40.7% 40.4% 49.1% 55.4%
Hold Market Perform 60.2% 11.3% 55.9% 55.6% 49.1% 39.7%
Sell Underperform 3.3% 12.5°fo 3.4% 4.0% 1.9% 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
* * Reflects rating distribution of all companies from which BMO Capital Mazkets Corp. has received compensation for Inveshnent Banking services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Baukiug

services as percentage of Investment Backing clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperfonn the market;
(S} = speculafive investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, sma11, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MAX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://reseazchglobal.bmocapitalmarkets.com/documents/2009/prior_rating_systems,pdf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters,. Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your inveshnent advisor ar institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connecrion with investment reseazch which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking Group,. which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Bums Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and aze subject to change
without nonce. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation. of an offer to buy any security. BMO Capital Mazkets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Bums Ina and BMO Nesbift Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Ina and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Secwities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
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Target Price: $35.50 Michael.McGowan@bmo.com

Assoc: Mark Laing, CA, CFA
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Top 15 Income Stock Selections

Q4/10 Results Slightly Below Expectations

Impact Neutral

Details &Analysis Fortis reported Q4/10 EPS of $0.49, which was slightly below our

estimate of $0.53 and the First Call Mean estunate of $0.51. The

difference between actual and expected results largely stemmed from

lower-than-expected earnings at Fortis Alberta, Terasen Gas, and

FortisCaribbean, partially offset by lower-than-expected corporate costs.

Capital spending for 2010 of $1.1 billion was in line with our forecast.

For 2011, Fortis is forecasting capital expenditures of $1.2 billion and the

company expects to invest $5.5 billion in capital projects over the next

five years. Disclosure in the release stated that due to the uncertainty

surrounding the neahnent of regulatory assets and liabilities under IFRS,

Fortis is planning to adopt U.S. GAAP in 2012. Overall, this appeared to

be a very clean quarter. Although Q4/10 results were slightly lower than

expected, full-year adjusted 2010 earnings of $281 million increased by

73% compared to adjusted earnings of $262 million in 2009. This

represents fairly significant earnings growth. for a company whose primary

business is the ownership and operation of regulated utilities.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1985 1990 1995 2000 2005 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1:3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.6~ 10 0.37 6.2 61 5.07 1.2 12
1992 0.64 10 0.38 6.2 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.7 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1996 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 5.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 T6.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Gurrent` 1.63 21 1.12 32 69 18.75 1.8 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 6.9 11.8 9.8
10 Year: 10.6 9.3 10.4
20 Year: 5.0 5.7 72

* Current EPS is the 4 QuarterTrailing to Q3/2010
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FOI"'tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q4/10 Below Slightly Below Expectations; Long-
Term Growth Profile Remains Intact

Event
Fortis reported Q4/10 EPS of $0.49, which was slightly below our estimate of

$0.53 and the First Call Mean estimate of $0.51. The difference between actual

and expected results largely stemmed from lower-than-expected earnings at

FortisAlberta, Terasen Gas and FortisCaribbean, partially offset by lower-than-

expected corporate costs. Capital spending for 2010 of $1.1 billion was in line

with our forecast. For 2011, Fortis is forecasting capital expenditures of $1.2

billion and expects to invest $5.5 billion in capital projects over the neat five

years.

Impact
Neutral. Overall, this appeared to be a very clean quarter. Although Q4/10

results were slightly lower than expected, full-year adjusted 2010 earnings of

$281 million increased by 7.3% compared to adjusted earnings of $262 million

in 2009. This represents fairly significant earnings growth for a company whose

primary business is the ownership and operation of regulated utilities.

Forecasts

February 10, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael. McGowan@bmo. com
Assoc: Mark Laing, CA, CFA

Price (10-Feb) $33.81 52-Week High $35.45
Target Price $35.50 52-Week Low $21.60

Fortis Inc. (FTS)
Price: High,LOw,Close Eamin9s/Share
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(FY-Dec.) 2009A 2070A 2011E 2012E

EPS $1.51 $1.59 $1.77 $1.84
P/E 19.1x 18.4x

CFPS $3.74 $4.51 $4.711' $4.81T
P/CEPS 7.2x 7.Ox

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,894 $13,469 $13,900
EBITDA ($mm) $1,063.0 $1,271.0 $1,351.7 $1,404.2
EV/EBITDA 10.3x 10.1x 10.Ox 9.9x

Quarterly EPS Q7 Q2 Q3 Q4

We have updated our model to reflect Q4/10 results. Our diluted EPS estimates zoosa $0.53 $0.31 $o.z~ $o.as
2010A $0.58 $0.32 $0.24 $0.49

of $1.77 in 2011E and $1.84 in 2012E are unchanged. zo~~e $o.s2 $o.ss $o.z5 $0.58

Valuation

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E

diluted EPS of $1.84 (12.5%), 1.75x 2012E BVPS of $20.86 (12.5%) and a

target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75%).

Recommendation

We believe Fortis's shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

Dividend $1.16 Yield 3.4%
Book Value $19.00 Price/Book 1.8x
Shares O/S (mm) 173.6 Mkt. Cap (mm) $5,869
Float O/S (mm) 171.7 Float Cap (mm) $5,805
Wkly Vol (OOOs) 2,304 Wkly $Vol (mm) $69.0
Net Debt ($mm) $6,023 Next Rep. Date 04-May (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2010E
$1.65; 2011 E: $1.77; 2012E: $1.84

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 9 to 12.
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Q4/10 Results Below Expectations; Long-Term Growth
Profile Remains Intact

Fortis reported Q4/10 EPS of $0.49, which was slightly below our estimate of $0.53 and the

First Call Mean estimate of $0.51. The difference between actual and expected results largely

stemmed from lower-than-expected earnings at FortisAlberta, Terasen Gas and
FortisCaribbean, partially offset by lower-than-expected corporate costs. Capital spending for

2010 of $1.1 billion was in line with our forecast. For 2011, Fortis is forecasting capital

expenditures of $1.2 billion and the company expects to invest $5.5 billion in capital projects
over the next five years.

Although Q4/10 results were slightly lower than expected, full-year adjusted 2010 earnings of
$281 million increased by 7.3% compared to adjusted earnings of $262 million in 2009. This

represents fairly significant earnings growth for a company whose primary business is the
ownership and operation of regulated utilities.

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E diluted EPS of

$1.84 (12.5%), 1.75x 2012E BVPS of $20.82 (12.5%) and a target yield of 3.50%, assuming

2012E dividends per share of $1.22 (75%).

Although Fortis' shares have appreciated recently, we believe that the company remains a

compelling long-term investment. Fortis has shown an ability to consistently deliver relatively

low-risk earnings and dividend growth. While the company's organic growth prospects are
relatively well lrnown, there are a number of potential catalysts that could positively impact

Fortis' shares, including: (1) the potential acquisition of additional regulated utilities, either in
the U.S. or Canada; and (2) the prospect of developing regulated transmission assets in Ontario.
Accordingly, we are maintaining our Outperform rating.

Where Do We Go From Here?

Fortis historically has grown through acquisition and its last major transaction was the
acquisition of the Terasen Gas utilities, which was completed in May 2007. We expect Fortis
to continue to review potential acquisition candidates, with the most likely targets regulated
utilities operating in the U.S. Absent an acquisition, we believe that Fortis will continue to
advance its capital expenditure program and seek out accretive greenfield/brownfield
development opportunities. The company's announcement in late August that it had acquired a
51% interest in the partnership responsible for constructing the 335 MW Wanteta Dam

expansion in Trail, B.C., is a good example of Fortis developing projects that complement its
regulated utility operations.

Another potential area of growth is transmission investment in Ontario. In coming years, the
transmission grid in Ontario will likely need reinforcement and require additional capacity in

certain areas as additional renewable energy facilities are added to the grid. At the present time

most transmission capacity in Ontario is owned by Hydro One (100% Government of Ontario);
however, in August, the Ontario Energy Board issued the Framework for Transmission Project

Development Plans (EB-2010-059), which sought to establish a competitive process for

developing new transmission assets in Ontario. In advance of the possibility of large-scale

Page 2 •February 10, 2011 
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transmission development in Ontario being put out for tender, Fortis has entered into a joint
venture with the First Nations' Lake Huron Anishinabek Transmission Company Inc.
"LHATC") to pursue the development of transmission assets in Ontario. Fortis will hold a
minimum 51%interest in the joint venture and LHATC will have the opportunity to acquire up
to a 49% interest in the joint venture. We expect the joint venture will bid on the following
projects, should tenders be solicited: (1) a new 500 kV line that would run from Algoma/Sault
Ste. Marie to Sudbury; and (2) reinforcement of the 500 kV line that runs from Sudbury to
Barrie. While it remains to be seen whether Fortis will be successful in its quest to build out
transmission in Ontario, we believe that the announcement of the joint venture is a positive
development for the company.

Revised Capital Expenditure Budget

Consistent with prior years, Fortis' fourth-quarter results contained a capital expenditure
forecast. In 2011, Fortis expects to invest $1.2 billion, with the majority of spending occurring
at its regulated electric utilities. A comparison of forecast capital expenditures in 2011 and
historical capital spending is set out in Table 1.

Table 1: Capital Expenditure Forecast ($mm)

2009A 2010A 2011E

Regulated Gas Utilities - Canadian

Terasen Gas Companies 246 253 281

Regulated Electric Utilities - Canadian

FortisAlberta 407 379 420

FortisBC 115 139 99

Newfoundland Power 74 78 73

Other Canadian 46 48 46

Regulated Electric Utilities - Caribbean 92 72 83

Non-Regulated -Fortis Generation &Corporate 18 85 183

Non-Regulated -Fortis Properties 26 19 27

Total 1,024 1,073 1,212

Source: Company Reports

Fortis maintained capital expenditure guidance of $5.5 million over the next five years. The
breakdown of this anticipated spending is as follows: 63% is expected to be spent at the
regulated electric utilities, driven by FortisAlberta and Fortis BC; approximately 20% is
expected to be spent by the Terasen entities; and 17% is expected to be incurred at the non-
regulated entities.

Regulatory Update

After a lull in 2010, we expect regulatory activity to increase in 2011. The Alberta Utilities
Commission will hold two separate proceedings: (1) a generic cost of capital proceeding,
including a full review of cost of capital and deemed capital structure; and (2) a review process
designed to determine whether Alberta will adopt performance-based regulation. T`he 2011
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Generic Cost of Capital Hearing. is scheduled to begin on May 30, 2011. Utilities have been

asked to file submissions regarding the potential implementation of Performance Based

Regulation by March 31, 2011. A review process related to PBR is expected to begin after the

submissions have been received by individual utilities.

In addition to the foi7nal regulatory proceedings outlined above, a number of Fortis' utilities are

expected to make rate or other filings in 2011:

• The Terasen entities are expected to pursue an amalgamation

• The Terasen entities may file a rate application for the years 2012 2013

• FortisAlberta is expected to submit a cost of service application for the years 2012-2013

by the end of Q1/2011

• Newfoundland Power may file an application to increase customer rates, effective for

2012.

Q4/10 Results

As set out in Table 2, on a comparable basis, net income increased by 2.4% in Q4/10 versus

Q4/09. In order to present results on a comparable basis, Q4/09 GAAP income was adjusted to

reverse a $5 million expense recorded regarding the cost of converting portions of the

distribution system at Terasen Gas Whistler to utilize natw-al gas instead of propane. Terasen

subsequently recovered $4 million of this amount in Q3/10. Q4/09 GAAP earnings were also

adjusted fora $3 million non-recurring tax benefit recorded at the Other Canadian segment

related to a future income tax recovery at FortisOntario.

Table Z: Historical Q4 Income by Business Segment

QM10 Q4/10 Q4/09 Variance
GAAP Adjusted Adjusted 44110 Adj

Earnings qaj. Earnings Q4109 Earnings vs. Q4/09 Variance
($mm) (Emm) ($mm) GAAP Aaj. ($mm) ($mm) Adj

Regulated Gas Utilities - Canadian

Terasen Gas Companies 45.0 0.0 45.0 48.0 5.0 53.0 (8.0) -15.1
Regulated Electric Utilities - Canadian

FortisAlberta 17.0 - 17.0 15.0 - 15.0 2.0 13.3%
FortiSBC 10,0 - 10.0 8.0 - 8.0 2.0 25.0%

Newfoundland Power 9.0 - 9.0 8.0 - 8.0 1.0 12.5%
Other Canadian 5.0 0.0 5.0 6.0 (3.0) 3.0 2.0 66.7%

41.0 0.0 41.0 37.0 (3.0) 34.0 7.0 20.6%
Regulated Electric Utilities - Caribbean 5.0 - 5.0 7.0 - 7.0 (2.0) -28.6%
Non-Regulated -Fortis Gene2tion 5.0 - 5.0 3.0 - 3.0 2,0 66.7%
Non-Regulated -FoRis Properties 7.0 - 7.0 5.0 - 5.0 2.0 40.0%

Corporate and Other (18.0) (18:0) (19.0) - (19.0) 1.0 -5.3

85.0 0.0 85.0 81.0 2.0 83.0 4.0 2.4%Net Earnings Applicable to Common Shares

aoume: om~ i,aprtai iviarKets, ~,ompany rcepons

A discussion of the operating performance of each business segment follows.

Regulated Gas Utilities - Terasen Gas Companies

Q4/10 net income of $45 million was less than our estimate of $50.9 million and Q4/09

adjusted net income of $53 million. We attribute the majority of the variance to seasonality, as

timing differences resulted in a higher proportion of expenses recorded in Q4/10 compared to
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Q4/09. On an annual basis, adjusted net income increased by 3.3% to $126 million in 2010

from $122 million in 2009.

Regulated Electric Utilities — FortisAlberta

Q4/10 net income of $17 million was lower than our estimate of $19.3 ivillion but greater than

Q4/09 net income of $15 million.

Earnings in Q4/10 benefitted from an increase in customer distribution rates arising from the

2009 Alberta Utilities Commission (AUC) Generic Cost of Capital Hearing, which increased

FortisAlberta's allowed ROE to 9% from 8.51% and increased the company's deemed equity

thickness to 41%from 37%.

On an annual basis, net income increased by 133% to $68 million in 2010 from $60 million in

2009.

Regulated Electric Utilities — FortisBC

Q4/10 net income of $10 million was greater than Q4/09 net income of $8 million but

consistent with our estimate of $9.9 million. The increase in earnings was largely driven by an

increase in FortisBC's allowed ROE to 9.9% in 2010 from 8.87% in 2009 and additional

performance-based rate setting adjustments recorded in 2010 compared to 2009.

pn an annual basis, net income increased by 13.5% in 2010 to $42 million from $37 million in

2009.

Regulated Electric Utilities — Newfoundland Power

Q4/10 net income of $9 million was consistent with our estimate of $8.8 million and slightly

greater than Q4/09 net income of $8 million. The increase in earnings was largely the result of

a 3.5%increase in electricity rates and lower effective corporate tax rates.

On an annual basis, net income increased by 9.4% to $35 million in 2010 from $32 million in

2009.

Regulated Electric Utilities —Other Canadian

Q4/10 net income of $5 million was consistent with our estvnate of $4.5 million and greater

than Q4/09 adjusted net income of net income of $3 million. The increase in earnings was

partially driven by lower financing charges at Maritime Electric, and a 3.8% rate increase at

Algoma Power that became effective on December 1, 2010.

On an annual basis, adjusted net income increased by 11.8% to $19 million in 2010 from $17

million in 2009.
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Regulated Electric Utilities -Caribbean

The earnings contribution from the Caribbean business segment was $5 million in Q4/10 versus
our estimate of $8.5 million and Q4/09 net income of $7 million. The decrease in Q4/10
earnings reflects higher administrative expenses regarding the ongoing legal dispute between
Belize Electricity and its regulator. Q4/09 results also benefitted fiom a change. in amortization
estimates, which increased earnings at Fortis Turks and Caicos by $1.5 million.

On an annual basis, adjusted net income decreased by 8% to $23 million in 2010 from $25
million in 2009. During 2010, Belize Electricity contributed only $1.5 million to consolidated
earnings. Fortis believes that in the normal course of business, Belize Electricity's annual
earnings contribution should be closer to $10 million.

Unregulated -Fortis Generation

Fortis Generation reported net income of $5 million, which was consistent with our estimate of
$5.1 million and greater than Q4/09 net income of $3 million. The difference between actual
and expected results was due to a combination of increased production and higher average
realized power prices during the quarter.

On an annual basis, adjusted net income increased by 25% to $20 million in 2010 from $16
million in 2009.

Unregulated -Fortis Properties

Fortis properties reported net income of $7 million, which exceeded both our estimate of $5.2
million and Q4/09 net income of $5 million. Rent increases and lower effective corparate
income taxes drove the increase. Occupancy decreased to 94..5% at the end of the quarter
versus 96.2% at the end of Q4/09. Revenue per available room increased to $70.76 during
Q4/10 versus $68.87 during Q4/09.

On an annual basis, adjusted net income increased by 83% to $26 million in 2010 from $24
million in 2009.

Other Items

Fortis Now Likely to Adopt U.S. GAAP in 2012 Instead of IFRS

Disclosure in the release stated that due to the uncertainty surrounding the treannent of
regulatory assets and liabilities under IFRS, Fortis is planning to adopt U.S. GAP, effective
January 1, 2012. Fortis will continue to report under Canadian GAAP in 2011, pursuant to an
exception granted by the Accounting and Standards Board, which allowed qualifying entities
with rate regulated operations to defer the adoption of IFRS until reporting periods beginning
on or after January 1, 2012.
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Support Structure Agreement Between Bell Aliant and Newfoundland
Power

In December 2010, Newfoundland Power and Bell Aliant announced a new Support Structure

Agreement. Pursuant to this agreement, Bell Aliant will acquire 40% of all shared-use poles

and related infrastructure for approximately $46 million. The acquisition will reduce

Newfoundland Power's rate base by approximately 5%, and Newfoundland Power is expected

to use a portion of the proceeds to repay debt. As a result of the reduction in rate base,

recurring earnings from Newfoundland Power are expected to decline by approximately $1

million.

Estimates

We have updated our model to reflect Q4/10 results. Our diluted EPS estunates of $1.77 in

2011E and $1.84 in 2012E are unchanged.
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Table 3: Consolidated Summary
10.Feh-11
Current Pfice: $33.81
72-Month Target Pnce: $35.50
ROR' 8 4%

Fortis

Michael McGowan
BMO Capital Markets

filrtiT-S.T.Ti^

Year Ending December 37
2002 20D3 2D04 2005 2006 20D7 2408 2009 2010 2011E 2012E

Total Basic Earnings Per Share $0.97 $1.~6 $1.05 $1.17 $1.36 $1:36 $1.60 $1.54 $1.62 $1.80 $1.97
Total Diluted Earnings Per Share $0.96 $1.D3 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.59 $1.77 $1.84
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $029 $~22 $a.2~ $0.19 $020 $020 $0.19
Other Canadian $0.24 $024 $0.15 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.11 $x.12
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $x.15 $0.15 $0.14 $0.15 $0.16 $0.16
Fortis Generation So.o7 $0.16 $4.15 $0.21 $0.25 $0.17 $0.19 $0.09 $0.12 $0.12 $0.12
Fortis Caribbean $0.11 $025 $0.09 80.18 $023 ~0,2q $0.19 $x.15 $0.13 $0.17 $0.17

FortisAlbeRa $0.~0 $0.00 $022 $0.30 $0.40 $0.35 $0.29 $0.35 $0.39 $0.43 $0.44
FortisBC $o.0a $o.aa $021 $424 $0.26 $023 $022 $0.22 $024 $027 $029

Teresen Inc. $a.~0 $0.00 $0.00 $O.OD $0.00 $0.31 $0.71 $0.72 $0,72 $0.78 $0.79
Other/Corporate ($0.03) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($OA5j ($0.42) ($0.45) ($0.43) ($0.42)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $D.82 $1.03 $1.04 $1.72 $1.16 $122
Payout Ratio 49.9% 48.9% 51.4% 52.3% 40.4% 602% 64.2% 67.6% 69.3% 64.4% 652%
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 157.4 170.2 173.9 173.7 178.1
Net Book Value $B.50 $8.84 $10.47 $11.76 $12.26 $16.72 $18.0 $18.64 $19.04 $19.70 $20.66

Market Valuation

Price: High $1328 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 $28.86 $34.20 - -
Price: Low $7.78 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 - -

Pnce: Current - - - - - - - - - $33.81 -
P/ERatio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18,7 21.2 - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 14.0 15.9 -

P/E Ratio: Current - - - - - - - - - 18.8 18.1
Price/Book Value: High 7.6 1.7 1.7 22 2.4 1.0 1.7 1.5 1.8 -
Pnce/Book Value: Low 1.3 1.3 7.4 1.4 1.7 1.5 7.1 12 1.3

Price/Book Value: Current - - - - - - - - - 7.7 1.6
Yieid: High Price 3.7% 3.4% 3.D% 2.4% 22% 2.7% 3.4% 3.6% 3.3% -
Yield: Low Price 4.5h 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.BMo 4.4h - -

Yield: Curtent 3.4% 3.6%

Balance Sheet (Emm)
Debt (S-T) 161.8 142.6 229.1 60.3 182.5 911.0 650.0 639.0 414.0 327.5 469.3
Debt (L-T) 9?6.5 1,006:9 1,887.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,799.E 5,925.7

Minority Interest 40.0 36.8 37.5 39.6 130.0 115.0 145.0 123.0 162.0 162.E 162.0
Preferred Shares 0.0 125.0 327.5 319.5 442.0 442.0 667.0 667.0 917.0 917.0 917.0

Convertible Debentures 14.4 24.5 22.9 22,3 63,5 45.0 44.E 44.0 44.0 44.0 44.0
Shareholders'Equity 584.5 614.7 10~O.Y 12~ 13.4 1275.7 260.7 3045.7 3192.7 3305.0 3426.3 3802.0

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 6,691.7 9,391.7 9,902.7 10,407.0 10,675.8 11,319.9
Balance Sheet(%)

debt (5-n 10.4% 7.3% 6.6% 2.1% 4.0% 10.5% fi.9% 6.5% 4.0% 3.1% 4.1%
Debt (L-T) 53.0% 51.fi% 53.9% 56.0% 54.4% 52.7% 51.5% 52.9% 53.5% 54.3% 52.3%

Minority Interest 2.3°k 1.9% 1.1% 1.0% 2.8% 1.3% 1.5% 1.2% 1.6% 1.5°/a 1.4%
Preferred Shares 4.0% B.4% 9.2% 8.4% 9.6% 5.1% 7.1% 6.7% 8.8% 8.6% 8.7%

CanveRi6le ~e6entures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% 0.5°h 0.4% 0.4% 0.4% 0.4%
Shareholders'Equity 33_5% 31_5% 28_6% 31_9% 27_8% 29_9% 32.4% 32.2% 31_8% 32_1% 33_e%

1 aa.0% 100.D:5 t00.a°h 1a0.b% 100.0% 100.0% 100.0% 100.0% 100.x% 100.0% 100.0%

Income Statement

Net Profit to Common 63.3 73.6 09.1 1192 1432 787.4 252.5 262.0 281.E 312.8 333.0
Cash Flow from Operations 134.4 160.7 283.7 320.E 279.8 373.0 663.E 637.0 703.0 817.9 857.2

Source: BMO Capital Markets
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS PIE DPS Yield Payout BV P/B ROE FTS - Rating as of 29-Feb-08 = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1985 0.56 9 D.34 6.6 60 4.16 12 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-08 NR to OP $23.91

1991 0.60 14 0.37 6.2 61 5.01 12 12
1992 O.fi4 10 0.38 6.2 60 528 12 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 6S 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 5.50 1.5 12
2003 1.03 14 0.52 3.5 49 5.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8

Current` 1.63 21 1.12 32 69 18.75 1.8 9

Average: 14 4.8 64 1.4 10.7

Growth(% ):
5 Year: 6.9 11.8 9.8
10 Year: 10.6 9.3 10.4
20 Year: 5,0 5.7 72

* Current EPS is the 4 Quarter Trailing to Q3/2010
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Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect niy personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
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Category BMO Rating
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Universe****
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Starmine
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Ratings and Sector Key
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value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express ar
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be mailable to BMO Capital Markets ar its affiliates that is not reflected in
this report. The information in fliis report is not intended to be used as the primary basis of investrnent decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for uiformation purposes
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the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report ni evaluating
whether or not to buy or sell securities. of issuers discussed herein.
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To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
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(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Price (3-Mar) $33.53 52-Week High $35.45
Target Price $35.50 52-Week Low $21.60

Dividend $1.16 Book Value $19.00
Yield 3.5% Price/Book 1.8x

Shares O/S (mm) 173.6 Mkt. Cap ($mm) $5,820
Float O/S (mm) 171.7 Float Cap ($mm) $5,757
Wkly Vol (OOOs) 2,313 Wkly $Vol (mm) $70.2
Net Debt ($mm) $6,023 Next Rep. Date 04-May (E)

March 3, 2011
Research Fact Sheet
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michaei.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

(FY-Dec.) 2009A 2010A 2011E 2012E

EPS $1.51 $1.59 $1.77 $1.84
P/E 18.9x 18.2x

CFPS $3.74 $4.51 $4.71 $4.81
P/CEPS 7.1x 7.Ox

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,221 $13,002 $13,415
EBITDA ($mm) $1,063.0 $1,150.0 $1,353.7 $1,407.6
EV/EBITDA 10.3x 10.6x 9.6x 9.5x

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.2% 8.5% 9.1 % 8.8%
2009A $0.53 $0.31 $0.21 $0.49 Book Value ($) $18.64 $19.04 $19.70 $20.85
2010A $0.58 $0.32 $0.24 $0.49 D/Tot. Cap. (%) 61.0% 59.4% 59.3% 58.3°/o
2011E $0.62 $0.35 $0.25 $0.58 Reg. ROE (°/a) na na na na

NOt2S: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DiSCIOSU~eS: 1, 2, 3, 4, 5, 6AC
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Company Description -Fortis Inc. (Fortis) is a publicly and Caicos (100%), FortisAlberta (100%), FortisBC (100%)

listed holding company with four key businesses: electric and the Terasen Gas Companies (100%, British Columbia).

utility operations, regulated natural gas distribution, non- Website: fortisinc.co~n

regulated electric power generation and non-utility property Recent Results -Fortis reported Q4/10 GAAP EPS of
activities. Gas and electric utility operations include $0.49, slightly below our estimate of $0.53 and the First
Newfoundland Power (100%), Maritime Electric (100%, Call Mean of $0.51. The difference between actual and
PEI), Fortis Ontario (100%), Belize Electricity (70.1%), expected results largely stemmed from lower-than-expected
Caribbean Utilities (59.5%, Grand Cayman Island), Turks eaniings at FortisAlberta, Terasen Gas and FortisCaribbean,
This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



partially offset by lower-than-expected corporate costs.
Capital spending for 2010 of $1.1 billion was in line with
our forecast. For 2011, Fortis forecasts capital expenditures
of $1.2 billion and expects to invest $5.5 billion in capital
projects over the next five years.

Corporate Developments — Disclosure in the Q4/10 release
stated that due to the uncertainty surrounding the treatment
of regulatory assets and liabilities under IFRS, Fortis is
planning to adopt U.S. GAAP, effective January 1, 2012.
Fortis will continue to report under Canadian GAAP in
2011, pursuant to an exception granted by the Accounting
Standards Board, which allowed qualifying entities with rate
regulated operations to defer the adoption of IFRS until
reporting periods beginning on or after January 1, 2012.

On February 2, 2011, FortisOntario (100% Fortis Inc.)
announced that it and the First Nations' Lake Huron
Anishinabek Transmission Company Inc. ("LHATC") have
entered into a memorandum of understanding to create a
joint venture to pursue the development of regulated

Research Fact Sheet

transmission projects in Ontario. FortisOntario will hold a
minimum 51%interest in the joint venture and LHATG will
have the opportunity to acquire up to a 49% interest in the
joint venture.

On December 14, 2010, Fortis announced a 3.6% increase in
its annual dividend to $1.16/share from $1.12/share.

Forecasts —Our diluted EPS estimates are $1.77 in 2011
and $1.84 in 2012.

Valuation —Our target price of $35.50 is based on a
weighted valuation approach: 18x diluted 2012E EPS of
$1.84 (12.5%); 1.75x 2012E BVPS of $20.86 (12.5%); and
a target yield of 3.50%, assuming 2012E dividends per share
of $1.22 (75°fo).

Recommendation — We believe that Fortis' shares are
attractively valued, considering the company's relatively
low-risk, diversified business model. Our rating is
Outperform. Member of Top 15 Income and Large Cap
stock selections.
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 1-Apr-08 = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-08 NR to OP $23.911990 0.62 9 0.37 6.8 6D 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 5.26 12 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 66 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 SO 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1:33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20,05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 18.65 1.8 9

Current* 1.63 20 1.16 3.5 71 19.00 1.7 9

Average: 15 4.7 64 1.5 10.6

Growth(% ):
5 Year: 6.9 12.6 10.1
10 Year: 10.6 9.7 10.5
20 Year: 5.0 5.9 7.2

*Current EPS is the 4 Quarter Trailing to Q4/2010

Page 3 •March 14, 2011

Last Daily Data Point: March 11, 2011
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BMO Capital Markets Disclosure Statement

IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan,. CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. I also certify that no part of my compensation was, is, or will be, direcfly or indirectly, related to the specific recommendations
or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of inveshnent banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5°foj and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies.
Changes in regulation may adversely affect performance.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets. or an affiliate has received compensation for inveshnent banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the
past 12 months.
Disclosure 6; This issuer is a client (or was a client) of BMO NB, SMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Inveshnent Banking Services & hon-Securities Related Services.

Distribution of Ratings (December 31, 2010)

Ratinb
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 35.3% 14.0% 39.1% 38.6% 45.1% 53.2%
Hold Market Perform 62.3% 12,0% 59.4% 57.5% 51.8% 41.7%
Sell Underperform 2.4% 8.3% 1.6% 3.9% 3.1% 5.1%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation far Inveshnent Backing

services as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has. received compensation for Investment Banking

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation far Investment Banking services

as percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small,
growth, value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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BMO Capital Markets Disclosure Statement

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Compan~Disclosure PuUlic.as~ or write to Editorial Department,. BMO Capital Markets, 3 Times
Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researchelobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site htto://bmocapitalmarkets.com/research/. Institutional clients may also receive our research
via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made
widely available at the same time. to all BMO Capital Markets client groups enfitled to our research. Additional dissemination may occur via email ar
regular mail. Please contact your investment advisor ar institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with inveshnent research which is available at
httn://research~lobal.bmocapitalmarkets.com/Conflict Statement Public.asn.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in
the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries
(`BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets.
The opinions, estunates and projections contained in this report are those of BMO Capital Markets as of the date. of this report and are subject to
change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,
express or implied, in respect thereof, takes no responsibiliTy for any errors and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its. affiliates that
is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not Ue construed as advice designed to meet the particular investment needs of any investor. This material is for
information purposes only and is not an offer to sell or the solicitarion of an offer to buy any security. BMO Capital Markets ar its affiliates will buy
from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its ~liates inay have a conflict of interest and should
not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Bums Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Bums Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibiliTy for the contents herein, except to the extent that it refers to securiries of Bank of Montreal. Any U.S. person
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMQ Nesbitt Burns
Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed onto, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Mazkets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together refereed to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Burns" is a
registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2011 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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Fortis
(FTS-TSX)

Stock Rating: Outperform
Stock Price: $32.30
Target Price: $35.50

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q1/11 Results: A Strong Start to the Year

Impact Slightly Positive

May 4, 2011
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Details &Analysis Fortis reported Q1/11 EPS of $0.67 vs. our estunate of $0.62 and the First

Call Mean of $0.62 (range $0.61-0.63). The difference between actual

and expected earnings was primarily the result of strong earnings at the

western utilities: FortisAlberta, FortisBC, and FortisBC Energy Inc.

(formerly Terasen Gas). As energy sales at the western utilities (both

electricity and natural gas) appear to have increased significantly during

Q1/11 vs. Q1/10, we attribute the majority of the earnings increase to

seasonality. There was no change to the company's capital budget

guidance. Fortis continues to expect to invest $5.5 billion in its business

segments over the next five years. Overall, this appeared to be fairly clean

quarter and we would characterize it as a strong start to the year.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including t ie Analysts Certification, please refer to
pages 2 to 5.
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1985 1990 1995 2000 2005 2010 2008 2009 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 22-May-OB = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec NR to OP1990 0.62 9 0.37 6,8 60 4.71 1.1 13 -08 $23.91
1991 0.60 10 0.37 62 61 5.01 12 12
1992 0.64 10 0.38 6.2 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 D.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 D.84 14 0.47 4.0 56 7.49 1.6 12
20D2 0.96 13 0.49 3.7 50 8.50 1.5 12
2403 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 D.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 1 D
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.63 20 1.16 3:6 71 19.00 1.7 9

Average: 15 4.7 64 1.5 10.6

Growth(%):
S Year. 6.3 12.6 10.1
10 Year: 9.8 9.7 10.5
20 Year: 5.0 5.9 72

'Current EPS is the 4 Quarter Trailing to Q4/2010
Last Daily Data Point: May 3, 2011
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities ar issuers. I also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x
2012E BVPS (12.5%) and a target yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (March 31, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 34.2°l0 15.2% 38.6% 39.2% 48.5% 53.1%
Hold Market Perform 62.9% 12.5% 58.6% 56.8% 49.0% 41.3%
Sell Underperform 2.9% 13.3% 2.9% 4.1% 2.5% 5.5%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research
analysts.

* * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

* * * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

*~* Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.
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Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Compan~Disclosure Public.as~ or write to Editorial Department,
BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1
First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researchelobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients
may also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is mailable at
http://researchelobal.bmocapitalmarkets.com/Conflict_Statement_Publ ic.asp

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures or
other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
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be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Qrder (all such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed onto, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Bums Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2011 BMO CAPITAL MARKETS CORP.
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FOf"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

A Strong Start to the Year: Q1/11 Results Exceed
Expectations

Event

Fortis reported Q1/11 EPS of $0.67 versus our estimate of $0.62 and the First

Call Mean estimate of $0.62 (range $0.61-0.63). The difference between actual

and estimated earnings was primarily the result of strong results at the western

utilities: FortisAlberta, FortisBC and FortisBC Energy Ina (formerly Terasen

Gas).

Impact

Slightly Positive. While we attribute the majority of the variance between

actual and estimated results to seasonality (energy sales at the western utilities

increased anywhere from 8% to 25%), we nonetheless believe that Q1/11

earnings represent a strong start to 2011.

Forecasts

There are no changes to our annual EPS estimates; however, we have adjusted

our quarterly estimates to reflect Ql/ll results.

Valuation

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E

diluted EPS of $1.84 (12.5%), 1.75x 2012E BVPS of $20.85 (12.5%) and a

target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75%).

Recommendation

At current levels, we believe the shares are attractively valued. Our rating is

Outperform.

May 4, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (3-May) $32.30 52-Week High $35.45
Target Price $35.50 52-Week Low $21.60

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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Last Data Point: May 3, 2011

(FY-Dec.) 2009A 2010A 2011E 2012E

EPS $1.51 $1.59 $1.77 $1.84
PIE 18.2x 17.6x

CFPS $3.74 $4.51 $4.71 $4.81
P/CEPS 6.9x 6.7x

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,221 $12,896 $13,306
EBITDA($mm) $1,063.0 $1,150.0 $1,353.7 $1,407.6
EV/EBITDA 10.3x 10.6x 9.5x 9.5x

Quarterly EPS Q1 Q2 Q3 Q4

2009A $0.53 $0.31 $021 $0.49
2010A $0.58 $0.32 $0.24 $0.49
2011E $0.67a $0.35 $0.26T $0.52

Dividend $1.16 Yield 3.6%
Book Value $19.00 Price/Book 1.7x
Shares O/S (mm) 175.4 Mkt. Cap (mm) $5,665
Float O/S (mm) 174.0 Float Cap (mm) $5,620
Wkly Vol (OOOs) 2,248 Wkly $Vol (mm) $69.6
Net Debt ($mm) $5,915 Next Rep. Date 15-Aug (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011E
$1.75; 2012E: $1.83

Changes Quarterly EPS
Q3/11 E $0.25 to $0.26
Q4/11 E $0.58 to $0.52

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 8.



BMO Capital Markets

Page2•May4,2011

Fortis

A Strong Start to the Year: Q1/11 Results Exceed
Expectations

Fortis reported Q1/11 EPS of $0.67 versus our estimate of $0.62 and the First Call Mean
estimate of $0.62 (range $0.61--0.63). The difference between actual and estimated earnings
was primarily the result of strong earnings at the western utilities: FortisAlberta, FartisBC and
FortisBC Energy Ina (formerly Terasen Gas).

While we attribute the majority of the variance between actual and estimated results to
seasonality (energy sales at the western utilities increased anywhere from 8% to 25%), we
nonetheless believe that Q1/11 results represent a strong start to 2011.

With respect to growth, we expect Fortis to continue to evaluate the potential acquisition of
regulated natural gas or electric utilities in the U.S. Regardless of whether an acquisition
occurs, Fortis will continue to advance its capital expenditure program (which calls for
investment of $5.5 billion over the next five years) in order to drive organic growth. Fortis also
continues to evaluate a number of other opportunities to grow rate base, such as investments in

new natural gas infrastructure. For example, the company is considering seeking regulatory
approval to invest in fuelling stations that would be used by large industriaUcommercial
vehicles that rely on natural gas as fuel, as opposed to snore traditional fuels such as diesel or
gasoline. We understand that Fortis also continues to pursue the development of large-scale
transmission infrastructure in Ontario, although the company acknowledges that this stray be a
longer-term initiative.

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E diluted EPS of
$1.84 (12.5%), 1.75x 2012E BVPS of $20.85 (12.5%) and a target yield of 3.50

%a, 

assuming
2012E dividends per share of $1.22 (75%).

We are maintaining our Outperform rating, as we believe the company's shares are attractively
valued, especially in light of its relatively low-risk business model.

Regulatory Update

After a lull in 2010, we expect 2011 to be relatively busy from a regulatory perspective. The
Alberta Utilities Commission (AUC) is currently moving forward with a Generic Cost of
Capital proceeding. The formal hearing is scheduled to begin on May 30, 2011, and the AUC is
expected to issue a cost of capital decision by the end of the year. The AUC is also exploring
the implementation of Performance Based Regulation; however, we understand that a final
decision on PBR is not expected until mid-2012.

In addition to the broad regulatory initiatives outlined above, a number of Fortis' utilities are
expected to make rate or other filings in 2011:

The FortisBC Energy utilities (formerly the Terasen companies) are expected to pursue an
amalgamation;

• The FortisBC Energy utilities may file a rate application for the years 2012 2013;

BMO O Capital Markets
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FortisAlberta has filed cost-of-service application for the years 2012-2013, in which it is

seeking a return on estimated mid-year net rate bases of $1,760 million in 2011E, $2,013

million in 2012E and $2,224 million in 2013E; and

• Newfoundland Power may file an application to increase customer rates, effective for 2012.

Q1/11 Results

Fortis reported Q1/11 GAAP net income of $117 million, which was $10.1 million greater than

our estimate of $106.9 million and $17 million greater than Q1/10 GAAP net income of $100

million. A comparison of Q1/11 and Q1/10 results by business segment is set out in Table 1.

Table 1: Historical Q1 Income by Business Segment

Q7N1 Q1N7 Q1/10 Variance
GAAP Adjusted Adjusted Q7117 Adj.

Earnings Adj. Earnings Q1110 Adj. Earnings vs. Q1110 Variance
($mm) ($mm) ($mm) GAAP ($mm) ($mm) Adj.

Regulated Gas Utilities - Canadian
Fortis BC Energy Companies 76.0 - 76.0 73.0 - 73.0 3.0 4.1

Regulated Electric Utilities - Canadian

FortisAlberta 21.0 - 21.0 14.0 - 14.0 7.0 50.0
FortisBC 19.0 - 19.0 14.0 - 14A 5.0 35.71
Newfoundland Power 7.0 - 7.0 7.0 - 7.0 0.0 0.0%
Other Canadian 6.0 - 6.0 5.0 - 5.0 1.0 20.0

53.0 - 53.0 40.0 - 4D.0 Y3.0 32.5%
Regulated Electric Utilities - Caribbean 4.0 - 4.0 4.0 - 4.0 0.0 0.0%
Non-Regulated -Fortis Generation 3.0 - 3.0 2.0 - 2.0 1.0 50.0
Non-Regulated -Fortis Properties 1.0 - 1.0 2.0 - 2.D (1.0) -50.0%

Corporate and Other (2~.0) - (20.0) (21.0) - (21.0) 1.0 -4.8%
Net Earnings Applicable to Common Shares 117.0 0.0 117.0 100.0 0.0 100.0 (17.0) 17.0%

Source: BMO Capital Markets, Company Reports

A discussion of the operating performance of each business segment follows.

Regulated Gas Utilities -Fortis BC Energy Companies

Q1/11 net income of $76 million from FortisBC Energy exceeded our estimate of $72.2 million

and Q1/10 net income of $73 million. We athibute the majority of the variance to seasonality,

as cooler weather during the quarter and improved economic conditions in the forest sector led

to much higher sales volumes (52,336 GJ in Q1/11 vs. 42,106 GJ in Q1/lOj.

Regulated Electric Utilities - FortisAlberta

Q1/11 net income of $21 million was significantly greater than our estimate of $14.8 million

and Q1/10 net income of $14 million. The increase in earnings in Q1/11 versus Q1/10 was

primarily due to higher energy deliveries (4,402 GWh in Q1/11 vs. 4,109 GWh in Q1/10) and
timing with respect to the recording in 2010 of the cumulative unpact of the 2010 2011

regulatory rate decision. During Q3/10, Fortis recorded a revenue accrual of $22 million (with

$14 million of the total relating to Hl/10) to reflect higher approved rates. In addition, Q1/11

results benefitted from a $1 million gain on the sale of property.

BMO ~~ Capital Markets
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Regulated Electric Utilities — FortisBC

Q1/11 net income of $19 million was greater than Q1/10 net income of $14 million and our

estimate of $16.2 million. The increase in earnings was largely driven by higher electricity

sales during the quarter (905 GWh in Q1/11 vs. 820 GWh in Q1/10) and rate base growth, due

to infrastructure investments.

Regulated Electric Utilities — Newfoundland Power

Q1/11 net income of $7 million was generally consistent with our estimate of $6.6 million and

Q1/10 net income of $7 million.

Regulated Electric Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $4 million in Q1/11 versus

our estimate of $4.2 million and Q 1/10 net income of $4 million.

Unregulated -Fortis Generation

Fortis Generation reported Q1/11 net income of $3 million, lower than our estimate of $5

million and $1 million greater than Q/10 net income of $2 million. The variance between

Q1/ll and Q1/10 results was largely due to a combination of increased production and higher

average realized power prices.

Unregulated —Fortis Properties

Fortis Properties reported net income of $1 million, which was lower than our estimate of $2.3

million and Q1/10 net income of $2 million. Lower perfonnance at the hotel operations,

primarily due to the continued unfavourable impact of the economic downturn, caused the

decrease. Qccupancy at the real estate division decreased to 94.3% at the end of the quarter

versus 95.8% at the end of Q1/10. At the hospitality division, revenue per available room

increased slightly to $63.29 during Q1/11 versus $62.93 during Q1/10.

Estimates

There are no changes to our annual EPS estimates; however, we have adjusted our quarterly

estimates to reflect Q1/11 results.

BMO ~~ Capital Markets
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Table 2: Consolidated Summary

04-May-11 Michael McGowan
Current Price: $32.35 BMO Capital Markets
12-Month Target Pnce: $35.5
ROR: 73.3% aa~~m~.,Pr,nan~~~ n~~~~onn.m

Year Ending December 31
20D2 2003 200d 2U05 2006 2007 2008 2009 2010 2017E 2012E

Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.62 $1.80 $1.67
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.59 $1.77 $1.84
Segmented EPS

Newfoundland Power $0.44 $0.43 50.37 $029 $029 $022 $0.20 $0.19 $0.20 $0.20 $0.19
Other Canadian $0.24 $020 $0.15 $0.1? $0.13 $0.11 $0.10 $0.1~ $0.11 $0.11 $0.12
Fortis Properties $0.14 $0.16 $0.14 $0.14 $D.'IS $0.15 $0.15 $0.14 $0.15 $0.16 $~.i6
Fortis Generation $0.07 $x.16 $0.15 $027 $025 $0.77 $0.19 $0.09 $0.12 $0,12 $D.12
FoRis Caribbean $0.11 $0.25 $0.09 $0.18 $023 $024 $0.19 $0.15 $0.13 $D.16 $0.16

FortisAlberta $x.00 $0.00 $012 $0.30 $0.40 $0.35 $0.29 $0 35 $x.39 $0.43 $x.44
FortisBC $O.00 $0.00 $021 $024 $026 $023 $022 $0.22 $024 $027 $029

Teresen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.72 50.72 $0.76 $0:79
O[her/Corporate ($0.03) ($0.12) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($D.42) ($0.45) ($0.42) ($0.47)

Divitlends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16 $1.22
Payout Ratio 49.9% 48.9% 5'1.4Ya 52.3°5 48.4% 602% 642% 67.6% 69.3°/a 64.5°/a 65.3%
Averege Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 157.4 170.2 173.9 173.7 178.7
Net Book Value $8.50 $8.84 $70.47 $11.76 $12.26 $76.72 $18.00 $18.64 $19.04 $19.70 $20.85

Market Valuation
Pfice: High $13.28 $15.24 $77.75 $25.64 $9.00 $30.00 $29.94 $28.Bfi $34.20 -
Price: Low $10.76 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67

Price: Current - - - - - - - - - $32.35 -
P/E Ratio: High 13.7 t4.3 16.9 21.9 21.7 22.E 18.7 18.7 213 - -
P/E Ratio: Low 11.1 10.9 13:5 14.5 14.7 18:0 12.9 14.0 15.9 - -

P/E Ratlo: Curtent - - - - - - - - - 18.0 17.3
Price/Book Value: High 1.6 1.7 1.7 22 2.4 1.8 1.7 1.5 1.B - -
Price/Book Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 1.2 1.3 -

Price/Book Value: Current - - - - - - - - - 1,6 1.6
Yield: High Price 3.7% 3.4% 3.0% 2.4°5 2.2% 2.7% 3.4% 3.6% 3.3% - -
Yield: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3h SD% 4.8% 4.4h - -

Yield: Current 3.6% 3.eh

Balance Sheet ($mm)

Debt (S T) 181.6 142.6 229.1 80.3 182.5 911.0 650.0 639.0 414.0 328.7 471.4
Debt (L-T) 926.5 1,006.9 1,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,799.0. 5,925.7

Minority Interest 40.0 36.8 37.5 39.6 130.0 115,0 145.0 123.0 162.0 762.0 162.0
Preferted Shares 0.0 125.0 321.5 319.5 442.0 442A 667.0 667.0 917.0 917.0 917.0

Convertible Deberdures 14.4 24.5 229 22.3 63.5 45.0 44.0 44.0 44.E 44.0 44.0
Shareholders'Equity 584.5 614.7 10, 00.1 1213.4 1275.7 2600.7 3 45.7 3192.7 3305.0 346.0 3801.5

1,746.9 1,950.4 3,492.7 3,808.8 4,568.1 8,691.7 9,391.7 9,902.7 1,407.0 10,676.7 11,321.6
Balance Sheet (%

Debt (S-T) 10.4% 7.3% 6.6% 2.1% 4.0% 10.SYa 6.9% 6.5% 4.0°/ 3:1% 42%
Oebt (L-T) 53.0% 51.6% 53.9% 56.0% 54.4% 52.7% 51.5YO 52.9% 53.5% 54.3°h 52.3°/

Minority Interest 2.3% 1.9% 1.1% 1.0% 2.8% 1.3% 1.5% 12% 1.6% 1.5% 1.4%
Preferred Shares O.D% 6.4% 92% 8.4% 9.fi% 5.1% 7.1% 6.7% 8.8% 8.6% 8.1%

Convertible Debentures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4%
Shareholders'Equity 93_5% 31_5% 28_fi% 31_9% 278% 29_9% 32.4% 322% 31.8% 32_1% 33_fi%

100.0°/n 10.0% 100.0% 100.Ok 100.0°k 104.0% 100.0% 100.0°/ 100.0% 700.0% 100.0°/a

Income Statement
Net Proft to Camman 63.3 73.6 89.1 1192 143.2 187.4 252.5 262.0 T61.0 312.6 332.8

Cash Flow from Operetions 734.4 160.7 283.7 32~.~ 279.8 373.0 663.0 637.0 783.0 B'I6.8 856.2

Source: BMO Capital Markets
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2008

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1985 0.56 9 0.34 6.8 60 4.16 12 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 D.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 6.2 60 5.28 12 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 BO 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 5D 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.7fi 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 67 16.69 1.7 9
2008 1.5fi 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current" 1.63 20 1.16 3.6 71 19.00 1.7 9

Average: 15 4.7 64 1.5 10.6

Growth(% ):
5 Year: 6.3 12.6 10.1
10 Year: 9.8 9.7 10.5
20 Year: 5.0 5.9 72

*Current EPS is the 4 Quarter Trailing to Q4/2010.
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I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is; or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
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affiliates, which includes the overall profitability of inveshnent banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of reconunendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
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services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the
past 12 months: Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada,. Cayman Islands &Belize) agencies. Changes
in regularion may adversely affect performance.
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Ratings and Sector Key
We use the following ratings system defmifions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets. ruin/documents/2009/prior_rating_systems.pdf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
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subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use. of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of inveshnent decisions, and because of individual client
objecrives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its. affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
ar short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Ina and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents azid accept responsibility for the contents herein subject to the ternis set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so flirough BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together refereed to as "relevant
persons'). The contents hereof are not intended for the use of and may not be issued or passed onto, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2011 BMO CAPITAL MARKETS. CORP.
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Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Resuming Coverage After $300 Million Equity
Issuance; Proposed CVPS Acquisition

June 15, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (15-Jun) $31.35 52-Week High $35.45
Target Price $35.50 52-Week Low $26.80

Fortis Inc. (FTS)
Price: High,LOw,Cbse Earnings/Shar

1.8

Event 35 r~ ''
~~FI~ ~r~f~ , 6

We are resuming coverage of Fortis following the completion of an offering of 30 `-' -' ~-`- r~ F ~ i.s
9.1 million common shares for gross proceeds of $300 million that was ~ 1~~~L~Cr~Ef r~~~~~ ~ ~ ~I ~~~~ ~~ ~ 4
announced on May 30, 2011. Concurrently, Fortis announced that it had agreed 25 ~ r~~; ', ~ ~ ~~~~~~~~~~f

E~ ~ , ~.s
to acquire Central Vermont Public Service Corporation (GNPs) for US$700 Zo i Z
million, including the assumption of US$230 million of debt. zo ~°'°"1e ~"''"' zo

~~,., apt 'o f~,~,~~,~i~~ll~i~~► ~Il~ll~lii~ll~lllllliii~l~ll~ll~ll~ll~ll~~~~ o
200 

FTS Relative to S&PiiSX COmp 
200

Slightly Positive. We had expected Fortis to issue equity by late 2011 in order

to finance its ongoing capital expenditure program, although the amount of the goo ioo

issuance ($300 million) was slightly greater than what we had forecast ($260 °Zoos zoos zoos zoos zoio zoii°
million) and occurred earlier than expected. With respect to the acquisition of Last Data Point: June 14, 2011

CUPS, Fortis has long stated that it intended to expand through the acquisition (FY-Dec.)

of a U.S.-based utility. At a multiple of approximately 1.49x anticipated P Es

regulatory rate base, the acquisition is not cheap; however, CVPS's rate base is 
CFPS

expected to grow by an annual CAGR of 9% during the next five years. P~cFPs

2009A 2010A 2011E 2012E

$1.51 $1.59 $1.71 $1.86
18.3x 16.9x

$3.74 $4.51 $4.71 $4.81
6.7x 6.Sx

Div. $1.04 $1.12 $1.16 $1.22

Forecasts EV ($mm)
EBITDA($mm)

$10,908
$1,063.0

$12,221 $12,696
$1,150.0 $1,354.8

$13,102
$1,407.5

We 112Ve UpC13teC1 OUT eSt1ri18teS t0 POfleCt: ~1~ tale $3~~ Illll~lOri egUlty 1SSU2riCe;
EV/EBITDA 10.3x 10.6x 9.4x 9.3x

(2) the CVPS acquisition; and (3) a reduction in earnings from the Caribbean
Quarterly EPS Q~ az Qs Qa
2009A $0.53 $0.31 $0.21 $0.49

business segment to be consistent with net income reported in 2010. 2o~oa $o.ss $o.s2 $o.za $o.as
2011E $0.67a $0.35 $0.24 $0.47

Valuation Dividend
Book Value

$1.16
$19.00

Yield
Price/Book

3.7%
1.7x

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E
Shares O/S (mm)
Float O/S (mm)

184.5
183.0

Mkt. Cap (mm)
Float Cap (mm)

$s,~sa
$5,737

diluted EPS of $1.86 (12.5%), 1.75x 2012E BVPS of $20.92 (12.5%) and a Wkly Vol (OOOs) 2,so2 Wkly $Vol (mm) $73.3

target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75%~.
Net Debt ($mm) $5,915 Next Rep. Date 15-Aug (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic

Recommendation
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED(C$) 2011 E:

At current levels, we believe that Fortis's shares are attractively valued. Our
$1.75; 2012E: $1.84

rating is Outperform.

Changes Annual EPS Quarterly EPS
2011E $1.77 to $1.71 Q3/11 E $0.26 to $0.24
2012E $1.84 to $1.86 Q4/11 E $0.52 to $0.47

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 7 to 9.
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Resuming Coverage After $300 Million Equity Issuance;
Proposed Acquisition of Central Vermont Public Service Co.

We are resuming coverage of Fortis following the completion of an offering of 9.1 million

common shares for gross proceeds of $300 million that was announced on May 30, 2011.

Concurrently, Fortis announced that it had agreed to acquire Central Vermont Public Service

Corporation (GNPs) for US$700 million, including the. assumption of US$230 million of debt.

With respect to the equity issuance, we expected Fortis to issue common shares by late 2011 in

order to finance its ongoing capital expenditure program, although the. amount of the issuance

($300 million) was slightly greater than what we had forecast ($260 million) and occurred

earlier than expected.

With respect to the acquisition of CVPS, Fortis has long stated that it intended to expand into

the U.S. through the acquisition of a U.S.-based utility. At a multiple of approximately 1.49x

anticipated regulatory rate base, the acquisition is not cheap, and we estimate that CUPS will

only be approximately $0.05/share accretive to EPS in the first full year of ownership. The

acquisition is, however, consistent with a strategy that Fortis has successfully employed in the

past. CVPS is expected to grow its rate base by a CAGR of 9% per year, and this growth rate

should translate into additional earnings accretion over time.

CUPS may also present Fortis with incidental acquisition opportunities. CVPS holds a 41%

ownership interest in Vermont Transco, LLC, the entity that owns and operates the high-voltage

transmission system in Vermont. It is possible that as the demand for green energy in the U.S.

increases, the capacity of the transmission line owned by Verniont Transco could be expanded

in order to accommodate additional imports of electricity from Quebec..

Although we view the acquisition positively, we are maintaining our $35.50 price target, based

on the relatively lunited amount of accretion initially expected from the acquisition.

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E diluted EPS of

$1.86 (12.5%), 1.75x 2012E BVPS of $20.92 (12.5%) and a target yield of 3.50%, asstuning

2012E dividends per share of $1.22 (75%).
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About Central Vermont Public Service Corp.

Fortis has agreed to acquire all of the issued and outstanding common shares of Central

Vermont Public Service Corp. ("GNPs"), a regulated integrated electric utility located in

Vermont, for US$35.10/share, resulting in aggregate purchase price of US$700 million,

including the assumption of US$230 million of debt.

CVPS is the largest electric utility in Vermont, and is principally engaged in the purchase,

production, transmission, distribution and sale of electricity.

CVPS serves nearly 160,000 customers in about two-thirds of the cities and towns throughout

the state of Vermont. Its electric system consists of approximately 9,000 miles of distribution

lines and more than 600 miles of sub-transmission lines. In addition, CVPS holds a 41%

ownership interest in Vermont Transco, LLC, the entity that owns and operates the high-voltage

transmission system in Vermont. Additional details about CVPS are set out below:

• The $35.10/share offer represented a premium of 44.3% to CVPS's closing price of $24.32,

the day before the transaction was announced. The implied acquisition P/E multiplies

based on 2011E guidance provided by CVPS are 21.9-20.Ox 2011E earnings.

• Fortis has stated that in 2010, total assets and rate base assets of CVPS were appro~mately

US$711 million and US$426 million, respectively.

• 2011E rate base has been forecast at US$471 million. CUPS expects rate base to reach

approximately US$650 million by 2015, representing a compound average annual growth

rate of approximately 9% from 2010 to 2015. A breakdown of historical and projected rate

base for CUPS is provided in Table 1.

Table 1: Historical and Projected Rate Base (US$mm)

2005 2006 2007 2008 2009 2010 2011E 2012E 2013E 2014E 2015E
Rate Base 236 236 302 344 385 426 471 518 574 602 646

Source: Company Reports, BMO Capital Markets

• CVPS's allowed rate of return on common equity for 2011 has been set at 9.45% with a

deemed equity thickness of 57%. Although CVPS's deemed ROE is similar to that earned

by Canadian-domiciled utilities, the equity thickness of 57% is very high by Canadian

standards (most regulated utilities in Canada do not have equity thicknesses that exceed

40%).

We believe that the discrepancy between CVPS's capital structure (57% equity) and

Fortis's capital structure (approximately 32% common equity, 9% preferred equity) is one

of the reasons why the CVPS acquisition is accretive.

• CVPS operates principally under cost-of-service regulation. The regulatory framework at

CVPS enables the company to recover fuel, purchased power and transmission costs, along

with capital program costs with minimal lag.

• Consistent with Fortis's other subsidiaries, CVPS will continue to operate as a separate

company with its own board of directors and local management team. In addition, Fortis

Page 3 •June 15, 2011 
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will provide approximately $21 million for the benefit of CVPS customers, in a manner to

be determined through the regulatory approval process.

• If the acquisition does not proceed, Fortis is entitled to a termination fee of US$17.5

million, along with the reimbursement of up to US$2 million for prudently incurred

expenses.

• Regulatory approvals are expected within 6-12 months.

An Update on Belize Electricity Limited

On June 13, Fortis issued a press release to communicate that the Govermnent of Belize issued

a media release on Friday, June 10, announcing that the government desired to purchase a
majority interest in Belize Electricity Limited ("BEL"; 70% Fortis) in order to assume control

of the company. Fortis has indicated that it has not yet received a proposal from the

Goverrunent of Belize.

The government's announcement is the latest development in the acrimonious relationship

between BEL and the Government of Belize, which began in May 2008, when the Belize Public

Utilities Commission ("PUC") issued a preliminary decision on BEL's 2008 rate application.

At that time, the PUC denied BEL's request to increase rates in response to rising commodity

prices. Fortis subsequently commenced a legal challenge against the PUC's decision. On

March 15, 2011 the Supreme Court of Belize upheld the PUC's jurisdiction to set rates, and

noted in its ruling that "Good Utility Practice as defined by [the Independent Expert appointed

by the Court] in his Report is not applicable to Belize."

Unsurprisingly, Fortis has not been able to earn a fair return from its investment in BEL in over

three years. In 2010, the earnings contribution from BEL was only $1.5 million, whereas in

previous years, it had been as high as $10 million.

During follow-up conversations, Fortis management stated that while it would be willing to
divest its investment in BEL, any sale would have to be completed at a reasonable price and

Fortis would not be willing to sell anything less than its entire investment in BEL. At the tune
of writing, BEL had a book value of $125 million ($0.68/share). Fortis is also exposed to

Belize through its investment in BECOL (a company that owns unregulated power generation
in Belize), which has a current book value of approximately $160 million ($0.88/share).

We expect continued uncertainty with respect to Fortis's Belizean investments in the coming

months. In our view, we believe abest-case scenario would involve Fortis divesting both BEL

and BECOL for cash proceeds at prices that exceed book value. A worst-case scenario would

involve some sort of expropriation of these assets by the Government of Belize.

Although we believe the uncertainty with respect to Fortis's Belizean operations is negative, we
note that these assets represent a relatively small proportion of the company's consolidated

operations. We estimate that income from both BEL and BECOL represent approximately 6%
of our 2012E EPS estimate.
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Fortis

Estimates

We have updated our estunates to reflect: (1) the $300 million equity issuance; (2) the CVPS

acquisition; and (3) a reduction m earnings from the Caribbean business segment to be
consistent with net income reported in 2010.

Our 2011E diluted EPS estimate declines to $1.71 from $1.77 due to a combination of dilution

from the $300 million common share issuance, and reduced net income expectations from

Fortis's Caribbean investments.

Our 2012E diluted EPS estimate increases slightly to $1.86 from $1.84, as expected accretion

from the CUPS estimate is partially offset by a reduction in earnings from the Caribbean

segment.
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Table 2: Consolidated Summary

Fortis

15JUn-17 Michael McGowan
Current Price: $31.35 BMO Capital Markets
12-Month Target Price: $35.50
ROR' 16.9°/n RarnmmPnAafinn~ flii}ncrfnrm

Year Entling December 31
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E

Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.62 $1.73 $1.89
Total diluted Earnings Per Share $0.96 $1.03 $0.99 $7.10 $1.33 $129 $1.56 $1.51 $1.59 $1.71 $1.efi
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $029 $022 $020 $0.19 $020 $0.19 $0.19
Other Canadian $0,24 $020 $0.15 $0.72 $0.13 $x.11 $0.10 $0.10 $0.11 $0.11 $0.11
Fortis Properties $0.14 $0.76 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.15 $0.16
Fortis Generation $0.07 $0.1fi $0.15 $0.21 $025 $0.17 $0.19 $0.09 $0.12 $0.11 $0.11
Fortis Caribbean $0.11 $025 $0.09 $0.18 $0.23 $0.24 $0.19 $0.15 $0.13 $0.73 $Q13

Fo~isAlberta $0.~0 $0.00 $022 $0.30 $0.40 $0.35 $0.29 $0.35 $0.39 $0.41 $0.43
FortisBC $0.00 $0.00 $021 $0.24 $0.26 $023 $022 $022 $024 $026 $0.28

Terasen Inc. $0.00 $0.0~ $0.00 $x.00 $0.00 $0.31 $0.71 $0.72 $0.72 $0.76 $0.76
Other/Corporate ($0.03) ($0.12) ($028) ($x.39) ($x.33) ($x.41) ($0.45) ($0.42) ($0.45) ($0.40) ($0.43j

Dividends $0.49 $0.52 $0.54 $O.fit $0.67 $0.82 $1.03 $1.04 $1.72 $1.16 $7.22
Payout Ratio 49:9% 48.9% 51.4% 52.3% 48.4% 602% 842% 67.8% 69.3% 66.9% 64.4%
Average Shares (mm) 65.1 fi9.2 84.7 11.8 103.6 137.6 157.4 1702 173.9 178.9 184.q
Net Book Value $8.50 $8.84 $70.47 $11.76 $1226 $16.72 $18.00 $18.64 $19.04 $?A.11 520.80

Market Valuation

Price: High $13.28 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 $28.86 $3420 - -
Price: Law $10.76 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 - -

Ptice: CuRenf - - - - - - - - - $31.35 -

P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18.7 212 - -
P/E Ratio: Law 11.1 10.9 13.5 14.5 14.7 18.0 12.9 14.0 15.9 - -

P/E Ratio: Current - - - - - - - - - 16.1 16.8
Price/Book Value: High 7.6 1.7 7.7 2.2 2.4 1.B 1.7 1.5 7.8 - -
PriceBook Value: Low 1.3 1:3 7.4 1.4 1.7 1.5 1.1 12 1.3 - -

Pnce/Book Value: Curtent - - - - - - - - - 1.6 1.5
Yield: High Price '3.7% 3.4% 3.D% 2.4% 22% 2.7% 3.4% 3.6% 3.3% -
Yield: Low Price 4.5Y 4.5% 3.8% 3:6% 3.3% 3.3% 5.0% 4.Bh 4.4% - -

Yield: Curtent 3.7% 3.9%

Balance Sheet ($mm)

Debt (S-T) 181.6 1426 729.1 8~.3 1825 917.0 65 .0 639.0 414.0 48.2 213.6
Deht (L-T) 926.5 1,006.9 1,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.E 5,799.E 6,6372

MinonTy Interest 40.0 36.8 37.5 39.8 130.0 115.0 145.0 123.0 162.0 X62.0 162.0
Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 fi67.0 917.0 917.0 917.0

Convertible Debentures 14.4 24.5 22.9 71.3 63.5 -05.4 4-0.0 44.0 44.0 44.0 44.0
Shareholders'Equity 584.5 814.7 100. 123.4 1275.7 260.7 30_`5.7 3182.7 3305.0 3706.0 384.3

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,407.0 10,676:3 11,814.7
Balance Sheet (% )

De6t(Sn 10.4% 7.3% 6.6% 21% 4.0% 10.5% 6.9% 6.5% 4.0% 0.5% 1.6°h
Debt (L-T) 53.OYo 51.6% 53.9% 56.0% 54.4% 52.7% 51,5/̂a 52.9% 53.5% 54.3% 562Yo

Minority Interest 2.3% 1.9% 1.iN 1.0% 2.8% 1.3% 1.5% 12% 1.6% 1.5% 1.4%
Preferred Shares D.0% 6.4% 92% 8.4% 9.6% 5.1 % 7.1 % 6.7% 8.8% B.6% 7.8%

Convertible Debentures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% D.5% 0.4% 0.4% 0.4% 0.4%
Shareholders'Equity 33_5% 31_5% 28_6% 31_9% 27_B% 299% 32.4% 32_2% 31_BM 34.7% 32_5%

too.a% ~oo.o~ ioo.o~ ioo.o% iao.o~ ioo.o% ~oo.o~ ~oo.oss ioo.o~ ioo.oss tao.o~
Income Statement

Net Pratt to Common 63.3 73.6 89.1 1192 1432 187.4 252.5 262.0 281.0 310:3 349.3
Cash Flow from0 erations 134.4 160.7 263.7 320.0 279.8 373.0 663.0 637.0 783.0 814.8 850.2

Source: BMO Capital Markets
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Quarterly Price

FTS Relative to S&P/TSX Comp.
• • • • FTS Relative to Electric Utilities

35 40

30 
35

25

30
20

15 z5

10 
20

5

15

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.6 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4:45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.36 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 fit 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.72 19 1.16 3.5 67 19.00 1.7 9

Average: 15 4.7 64 7.5 10.6

Growth(% ):
5 Year: 7.5 12.6 10.1
10 Year: 10.3 9.5 10.5
20 Year: 5.3 5.9 7.2

' Current EPS is the 4 Quarter Trailing to Q1/2011
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IMPORTANT DISCLOSURES

Fortis

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about. the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirecfly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to ties issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment backing services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensafion for investment backing services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an ~liate received compensation for products or services other dean inveshnent baiikiiig services within the past 12
months.
Disclosure 6: This issuer is a client (ar was a client) of BMO NB, BMO Capital Mazkets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Investment Backing Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (March 31, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Ou erform 34.2% 15.2% 38.6% 39.2% 48.5% 53.1%

Hold Market Perform 62.9% 12.5% 58.6% 56.8% 49.0% 413%

Sell Underperfortn 2.9% 13.3% 2.9% 4.1% 2.5°fo 5.5%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
* * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Backing

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services as

percentage of Inveshnent Backing clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500,. Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide uivestors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure_
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto,. Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets.com/documentsJ2009/prior_rating_systems.pdf

Dissemination of Research
Our research publications are available via oiu• web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your inveshnent advisor or institutional salesperson for snore information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing

conflicts of interest in connection with investment research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Monheal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opniions, estnnates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof,. takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in

this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information pwposes
only and is not an offer to sell or the solicitation of au offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based fliereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not. to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (n persons who have professional
experience in matters relating to inveshnents falling within Article 19{5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) kigh net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). Tlie contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIP~ in Canada, Europe and Asia, BMO Nesbitt Bums Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltee/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. "Nesbitt Bums" is a
registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

0 Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2011 BMO CAPITAL MARKETS CORP.

A member of BMO Q Financial Group
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Government of Belize Expropriates Fortis's 70%
Ownership Interest in Belize Electricity Ltd.

Event

Fortis has announced that on Monday, June 20, the Government of Belize

passed legislation and issued an order to expropriate Fortis's 70% interest in

Belize Electricity Limited ("BEL") and dismiss BEL's board of directors.

Impact

Negative. In our research comment dated June 15 link), we provided an update

regarding BEL, specifically concerning comments made by the Government of

Belize regarding its desire to acquire a majority interest in BEL and highlighted

the possibility of government expropriation. Fortis is also exposed to Belize

through its investment in BECOL, which owns unregulated power generation in

the country. Although the government has not passed legislation to expropriate

BECQL, BECOL may now experience difficulty collecting amounts billed to

BEL for energy sales. We understand that BEL has a Uook value of $125

million ($0.68/share) and BECOL has a book value .of $160 million

($0.88/share). Given this development, we believe Fortis may be required to

record an impairment charge against its Belizean investments; however, its

exposure to the country is relatively limited as BEL and BECOL represent less

than 3% of total assets.

Forecasts

We removed the earnings contribution from BEL from our model on June 15.

In order to be conservative, for periods after Q1/11 we have now eliminated all

earnings contributions from BECOL.

Valuation

Our $35 price target is based on a weighted valuation approach: 1&x 2012E

diluted EPS of $1.86 (12.5%), 1.75x 2012E BVPS of $20.92 (12.5%) and a

target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75°/o).

Recommendation

While this development is unfortunate, we continue to believe that Fortis

represents a compelling long-term investment. Our rating is Outperform.

June 21, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (20Jun) $32.04 52-Week High $35.45
Target Price $35.00 52-Week Low $26.80

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share
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Last Data. Point: June 2D, 271

(FY-Dec.) 2009A 2010A 2011E 2012E
EPS $1.51 $1.59 $1.64 $1.78
P/E 19.5x 18.Ox

CFPS $3.74 $4.51 $4.71 $4.81
P/CEPS 6:8x 6.7x

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,221 $12,703 $13,883
EBITDA ($mm) $1,063.0 $1,150.0 $1,352.1 $1,458.4
EV/EBITDA 10.3x 10.6x 9.4x 9.Sx

Quarterly EPS Q7 Q2 Q3 Q4
2009A $0.53 $0.31 $0.21 $0.49
2010A $0.58 $0.32 $0.24 $0.49
2011E $0.67a $0.34y $0.22 $0.44

Dividend $1.16 Yield 3.6%
Book Value $19.00 Price/Book 1.7x
Shares O/S (mm) 184.5 Mkt. Cap (mm) $5,911
Float O/S (mm) 183.0 Float Cap (mm) $5,863
Wkly Vol (OOOs) 2,283 Wkly $Vol (mm) $72.9
Net Debt ($mm) $5,915 Next Rep. Date 15-Aug (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011E
$1.73; 2012E: $1.85

Changes Annual EPS Quarterly EPS Target
2011E $1.71 to $1.64 Q2/11 E $0.35 to $0.34 $35.50 to $35.00
2012E $1.86 to $1.78 Q3/11 E $0.24 to $0.22

Q4/11 E $0.47 to $0.44

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.
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Table 1: Consolidated Summary

21-Jun-11 Michael McGowan
Curtent Price: $32.01 BMO Capital Markets
12-Month Targe[ Price: $35.00
R(]R~ t:i f1~A, Rernmmcnriafinn~ lli~fnorfnrm

Year Ending December 31
2002 - 2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E

Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.62 $1.66 $1.81
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.59 $1.6q $1.78
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $029 $022 ao.zo $0.19 $0.20 $0.19 $0.19
Other Canadian $0.24 $020 $0.15 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.11 $0.11
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.13 $0.15 $0.15 $0.14 $x.15 $0.15 $0.16
Fortis Generetion $0.07 $0.16 $0.15 $027 $0.25 $0.17 $Q.19 $0.09 $0.12 $0.04 $0.04
Fortis Caribbean $0.11 $0.25 $0:09 $~.iB $0.23 $024 $x.19 $0.15 $0.13 $0.12 $0.12

FoRisAlberta $0.00 $0.00 $022 $Q30 $0.40 $0.35 $x.29 $0.35 $0.39 $0.41 $0.43
FortisBC $0.00 $D.00 $021 $024 $x.28 $023 $0.22 $022 $024 $026 $028

Terasen Inc. $0.00 $O.OD $0.00 $x.00 $0.00 $0.31 $0.71 $0.72 $0.72 $0.76 $0.76
Other/Corporate ($0.03) ($0.72) ($028) ($0.30) ($D.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.40) ($0.44)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16 $122
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.4% 602% 642% 67.fi% 69.3% 74A% 67.6%
Average Shares (mm) 65.1 692 84.7 101.8 103.fi 137.6 157.4 170.2 173.9 178.9 184.4
Net Book Value $8.50 $8.84 $10.47 $71.76 $1226 $16.72 $18.0 $18.64 $19:04 $20.04. $20.64

Market Valuation
Price: High $13.28 .$1524 $17.75 $25.64 $30.00 $30.00 $29.94 $28.86 $3420 - -
Pnce: Low $10.76 $11.63 $74.23 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 - -

Pnce: Current - - - - - - - - - $32.01 -
P/E Ratio: High 13.7 14.3 16.8 21.9 21.7 22.0 18.7 18.7 212 - -
P/E Ratio: LoW 11.1 10.9 13.5 14.5 14.7 iB.~ 12.9 14.0 15.9 -

P/E Ratio: Current - - - - - - - - - 193 17.7
Price/Book Value: High 1.6 1.7 t.Y 22 2.4 1.8 1.7 1.5 1.8 - -
Price/Book Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 12 1.3 -

Price/Book Value: Current - - - - - - - - - 1.6 1.6
Yield: High Price 3.7% 3.4% 3.0% 2.4% 22% 2.7% 3.4% 3.6% 3.3% - -
Yield: LaW Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% - -

Yieltl: Curren[ 3.6% 3.8%

Balance Sheet (Smm)
Debt (S-T) 181.6 142.6 229.1 80.3 182.5 911.0 650.0 639.0 414.D 62.1 243.8
Debt (L-T) 926.5 1,006.9 7,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5;237A 5,565.E 5,799.0 6,6373

Minority Interest 40.0 36.8 37.5 39.6 13.0 115.0 145.0 123.0 162.0 162,0 1fi2.~
Preferred Shares 0.0 125.0 321.5 319.5 4420 442.0 667.0 667.0 917.0 917.0 917.E

Convertihle ~e6entures 14.4 24.5 22.9 22.3 63.5 45.E 44.0 44.0 44.0 44.E 44.0
Shareholders'Equity 584.5. 614.7 1.00.1 12. 13.4 21.75.7 2640.7 3045.7 3192.7 3305.0 36922 381.1

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,407.0 10,678.3 11,814.1
Balance Shell (% )

Deb[(S-T) 10.4% 7.3% 6.6% 2.1% 4:OYo 10.5% 6.9% 6.5% 4A% 0.6% 2.1%
Debt (L-T) 53.0% 51.6% 53.9 % 56.0% 54.4 % 52.7 % 51.5% 52.9 % 53.5% 54.3% 58.2%

Minority Interest 2.3% 7.9% 1.7h 1.0% 2.B% 1.3% 1.5% 12% 1.6% 1.5% 1.4%
Pfeferred Shares 0.0% 6.4% 92% 8.4% 9.6% 5.1% 7.1% 6.7% 8.6% B.6% 7.8%

Convertible Debentures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% 4.S% 0.4% 0.4% 0.4% 0.4%
Shafehoide~s'Equity 33_5% 315% 28_6% 31_9% 27_8% 29_9% 32.4% 32_2% 31_8% 34_6% 32.3%

100.0% ioo.a~ 100.0% 100.0% '10.0% 100.x% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.1 179.2 1432 187.4 252.5 262.0 281.0 296.5 333.0

Cash Flow from O cations 134.4 160.7 283.7 320.E 279.8 373.0 fi63.0 637.E 783.0 801.0 833.9

Source: BMO Capital Markets
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FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 9-Jul-08 = OP
(Dec.) $ $ % % $

1957 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-08 NR to OP $23.91

1991 0.60 10 0.37 62 61 5.01 1.2 12 2 30-May-11 OP to R $32.97
1992
1993

0.64
0.64

10
11

0.38
0.40

62 60 5.28
5.6 63 5.53

12
1.3

12
12 3 15-Jun-11 R to OP $31.35

1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
199fi 0.59 14 0.43 5.1 73 6.21 1:4 10
1997 O.fiO 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003. 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 S

Current` 1.72 19 1:16 3.5 67 19.00 1.7 9

Average: 15 4.7 64 1.5 10.6

Growth(/ ):
5 Year: 7.5 12.6 10.1
10 Year: 10.3 9.5 10.5
20 Year: 5.3 5.9 7.2

Current EPS is the 4 QuarterTrailing to Q1/2011
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Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recoixunendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services wifli respect to this issuer within the past 12 months.
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Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (March 31, 2011)

Rating
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BMOCM US
IB Clients***
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~~`~* Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensafion for Investment Banking

services as percentage of Inveshnent Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
*** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, nicome, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company Disclosure
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.
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Dissemination of Research
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A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
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opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or

implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report ar its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of inveshnent decisions, and because of individual client

objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
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the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directars or employees have a long
or short position m mvry of the securities discussed herein, related securities or in options, futures or other derivative instrwnents based thereon. The
reader should assume that BMO Capital Markets ar its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.
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and accept responsibility for the contents herein,. except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
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Services AuthoriTy. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order

2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(x) to (d) of the Order (all such persons together referred to as "relevant
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BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
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and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Updating Model to Reflect Termination of CVPS
Merger Agreement and Overallotment Option

Event

We are updating our estimates to reflect: (1) Fortis's decision to terminate the

Central Vermont Public Service Corp. (CVPS) merger agreement; and (2) the

issuance of an additional 1.24 million common shares priced at $33/share

pursuant to the exercise of an overallotment option that was granted to

underwriters on May 30, when the company announced it was issuing $300.3

million of equity.

Impact

Slightly negative. The additional share issuance and decision to terminate the

CUPS merger agreement has led to a reduction in our 2011E and 2012E EPS

estimates. Somewhat positively, Fortis will receive a termination fee of

US$17.5 million from CUPS and a reimbursement of US$2 million for expenses

related to the proposed transaction.

Forecasts

Our EPS estimates decline to $1.63 from $1.64 in 2011E and to $1.70 from

$1.78 in 2012E. We have not included the merger termination fee in our 2011E

estimates as it represents anon-recurring gain.

Valuation

Our $35 price target is based on a weighted valuation approach: 18x 2012E

diluted EPS of $1.70 (12.5%); 1.75x 2012E BVPS of $20.66 (12.5%); and a

target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75%).

Recommendation

At current levels, we believe the shares are attractively valued. Our rating is

Outperform.

Changes Annual EPS
2011E $1.64 to $1.63
2012E $1.78 to $1.70

July 13, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (12-Jul) $32.76 52-Week High $35.45
Target Price $35.00 52-Week Low $27.65

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share
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FTS Relative to 5&P/TSX Comp
200

200

100 100

0 0
2006 2007 2008 2009 2010 2011

Last Data Point: Jury 11, 2011

(FY-Dec.) 2009A 2010A 2011E 2012E

EPS $1.51 $1.59 $1.631 $1.70
P/E 20.1x 19.3x

CFPS $3.74 $4.51 $4.44 $4.54
P/CEPS 7.Ox 6.Sx

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,221 $12,812 $14,011
EBITDA ($mm) $1,063.0 $1,150.0 $1,335.0 $1,437.9
EV/EBITDA 10.3x 10.6x 9.6x 9.7x

Quarterly EPS Q1 Q2 Q3 Q4

2009A $0.53 $0.31 $0.21 $0.49
2010A $0.58 $0.32 $0.24 $0.49
2011E $0.67a $0.34 $0.22 $0.44

Dividend $1.16 Yield 3.5%
Book Value $19.00 Price/Book 1.7x
Shares O/S (mm) 184.5 Mkt. Cap (mm) $6,044
Float O/S (mm) 183.0 Float Cap (mm) $5,995
Wkly Vol (OOOs) 2,306 Wkly $Vol (mm) $74.0
Net Debt ($mm) $5,915 Next Rep. Date 03-Aug (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011 E:
$1.72; 2012E: $1.85

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.
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Table 1: Consolidated Summary

73.1u1-11 Michael McGowan
Current Price: $32.46 BMO Capttal Markets

12-Month Target Price: $35.00
ROR: 11 4% Recommendation: Outoerfortn

Year Ending December 31

2002 2003 2004 2005 2006 2007 2008 2009 2010 2071E 2012E

Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.62 $1.65 $1.72

Total ~ilutetl Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $1.29 $1.56 $1.51 $1.59 $1.63 $1.70

Segmented EPS

Nevrfoundiand Power $0.44 $x.43 $0.37 $029 $029 $022 $020 $0.19 $0,20 $0.19 $0.19

Othe~Canadian $024 $02~ $0.15 $0.12 $0.13 $0.11 $0..10 $0.10 $0.11 $0.11 $0.11

Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.15 $0.16

Fortis Generation $0.07 $0.16 $0.15 $021 $025 $0.17 $0.19 $o.09 $0.12 $0.04 $0.04

Fortis Caribbean $0.11 $025 $0.09 $0.18 $023 $024 $0.19 $0.15 $0.13 $x.12 $0.12
FortisAlberta $0.00 $0.00 $022 $0.30 $0.40 $0.35 $029 $0.35 $0.39 $0.41 $0.43

FortisBC $0.00 $0.00 $0.21 $0.24 $026 $023 $x.22 $022 $024 $0.26 $029

Terasen Inc. $0.00 $0.0~ $0.00 $0.~0 $0.00 $0.31 $0.71 $0.72 $0.72 $0.75 $0.7fi

Other/Corporate ($0.03) ($0.12) ($028) ($0.30) ($0.33) ($0:41) ($0.45) ($0:42) ($0.45) ($x.39) ($0.37)
Oivitlends $0.49 $0.52 $x.54 $0.61 $0.67 $0.02 $1.03 $1.04 $1.12 $1.16 $122

Payout Ratio 49.9Yo 48.9°h 51.4% 52.3% 40.4% 60.2% 642% 67.6% 69.3% 70.4% 70.9YO

Averege Shares (mm) 65.1 892 84.7 101.8 103.6 737.6 157.4 1702 173.9 180.6 185.7
Net Book Value $8.50 $8.84 $10.47 $11.78 $1226 $16.72 $18.00 $18.64 $18.95 $24.16 $20.66

Market Valuation
Price: High $1328 $1524 $17.75 $25.64 $30.00 $30.00 $29.94 $20.86 $34.20 - -

Pnce: Low $10.76 $11.63 $14.23 $17.00 $20.38 $24.50 $20.70 $21.62 $25.67 - -
Pnce: Current - - - - - - - - - $32.46 -

P/ERatio: Hlgh 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18.7 212 - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.E 72.9 14.E 15.9 - -

P/E Rollo: Curtent - - - - - - - - - 19.7 18.9

PAce/Book Value: High 1.6 1.i 1.7 22 2.4 1.8 1.7 1.5 1.8 - -

P~ice/Book Value: Low 1.3 1.3 1.4 1.4 1.7 7.5 1.1 12 1.4 - -

Price/600k Value: Current - - - - - - - - - 7.6 1.6

Yield: High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% 3.6% 3.3% - -

Yield: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% - -

Yield: Curtent 3.6% 8.8%

Balance Sheet ($mm)

debt (5-T) 181.6 142.6 229.1 80.3 183.5 911.0 650.0 639.0 414.0 (8.0) (2.5)

Debt (L-T) 928.5 1,006.9 1,881.6 2,133.8 2,484.5 4,578.0 4,64.0 5,237.0 5,565.0 5,799.0 6,345.7

Minority Interest 40.0 36.6 37.5 39.6 130.0 115.0 745.0 123.0 162.0 762.0 162.E

Preferred Shares 0.0 125.E 321.5 319.5 4420 442.0 667.0 667.0 917.0 917.0 917.0
ConveRible Dehentures 14.4 24.5 22.9 22.3 63.5 45.0 44.0 44A 44.0 44.E 44:0

Shareholders'Equity 584.5 614.7 1000.1 1213.4 1275.7 2600.7 3045.7 3192.7 3305.0 3744.7 3837.5

1.746.9 7.950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,497.0 10,658.8 11.303.7
Balance Shell (°/,)

Debt (S-T) 10.4% 7.3% 6.6% 2.1% 4.0% 10.5% 6.9% fi.5% 4.0% -0.ih D.0%

Debt (L-T) 53.0% 51.6% 53.9% 56.0% 54.4% 52.7°h 51.5% 52.9% 53.5% 54.4% 56.1%
Minority Interest 2.3% 1.9% 1.1% 1.0% 2.8% 1.3% 1.5% 1.2% 1.6% 1.5% 1.4%

Preferred Shares D.0% 6.4% 92% 8.4% 9.6% 5.1% 7.1% 6.7% 8.8ti 8.6% 8.1%

Convertible Debentures 0.8"/ 1.3% 0.7% 0.6% 1.4% 0.5% 0:5% 0.4% 0.4% 0.4% 0.4%

Shareholders' Equity 33_5% 31_5% 28_6% 31_9% 27_8% 29_9% 32.4% 32_2% 31.8% 35_1% 33.9%

100.x% 700.0% t00.Oq 100.0% 100.0°h 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement

Net ProfM1 to Common 63.3 73.6 89.1 119.2 1432 187.4 2525 262.0 281.0 297.5 319.4

Cash Flow from Operations 134.4 16.7 283.7 320.0 279.8 373.0 663.0 837.0 783.0 802.0 042.8

Source: BMO Capital Markets
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1985 1990 1995 2000 2005 2010 2009 2010 2011

FYE EPS PIE DPS Yield Payout BV PIB ROE FTS - Rating as of 31-Jul-08 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-08 NR to OP $23.91

1991 0.60 10 0.37 62 61 5.01 12 12 2 30-May-11 OP to R $32.97
1992
1993

0.64
0.64

10
11

0.38
0.40

6.2 60 528
5.6 63 5.53

12
1.3

12
12 3 15-Jun-11 R to OP $31.35

1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 1 S 0.44 4.2 74 6.40 1.6 9
1998 0:45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 .1.59 27 1.12 3.3 69 19.03 1:8 8

Current` 1.72 19 1.16 3.6 67 19.00 1.7 9

Average: 15 4.7 64 7.5 10.6

Growth(% ):
5 Year: 6.6 12.6 10.1
10 Year: 9.8 9.5 10.5
20 Year: 5.3 5.9 72

Current EPS is the 4 Quarter Trailing to Q1/2011
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Last Daily Data Point: July 12, 2011
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment baukiug services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment bulking services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an af`filiata received compensation for products or services oflier than inveshnent backing services within the past 12
months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the. past 12 months:
Investment Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuatio~
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation inay adversely affect performance.

Distribution of Ratings (June 30, 2011)
Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients**~**

Starniine
Universe

Buy Ou erform 35.8% 11.9% 31.8% 40.7% 44.2% 55.9%
Hold Market Perform 62.2% 14.7% 68.2% 56.2% 54.6% 39.3%
3e11 Underperform 2.0°/a 0.0% 0.0% 3.0% 1.3% 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
~* Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation far Investment Banking services

as percentage within ratings category.
*** Reflects raring distribution of all companies from which BMO Capital Markets Corp. has received compensafion for Investment Bauleing

services as percentage of Inveshnent Backing clients.
*'`** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
*'~`*~* Reflects rating distribution of all companies from which BMO Capital Markets has received compensarion for Investment Backing services as

percentage of Investment Banking clients.

Ratings and Sector Key
We use flee following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) = specularive inveshnent;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.
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http://researchglobal.bmocapitalmarkets.com/documents/2009/prior_rating_systems.pdf
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Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.con~/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMQ Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
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conflicts of interest in comieetion with investment research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.
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opinions, estimates and projections contained in this report are those. of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of inveshnent decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any securiTy. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a pruicipal basis. BMO Capital Markets ar its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securifies Ltd., affiliates of BMO NB, furnish this report to U.S. residents
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To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
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2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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commercial banking clients are served by BMO Harris Bank N.A., Member FDIC. Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.
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Stock Rating
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Target Price:
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Outperform
$31.37
$35.00

Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q2/11 Earnings in Line

Impact Neun-a1

August 3, 2011
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Details &Analysis Fortis reported Q2/ll EPS of $033, which was consistent with our

estimate of $0.34 and the First Call Mean estimate of $0.35 (range $0.34-

036). Earnings from the majority of the company's business segments
were generally in line with our estunates, with slightly stronger-than-

expected results at the "Other Canadian" utilities (FortisOntario and
Maritime Electric) offsetting slightly weaker-than-expected results at the

FortisBC Energy companies (formerly the Terasen Companies).

Disclosure in the earnings release noted that Fortis's inveshnent in

BECOL, the non-regulated entity that sells electricity to Belize Electricity

Limited, has not been affected by the Government of Belize's decision to
expropriate the assets of Belize Electricity Lunited at this time. There was

no change to the company's 2011E capital expenditure estunate of $1.2

billion; however, the company has increased its five-year capital
expenditure estunate to $5.7 billion from $5.5 billion previously.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1985 `1990 1995 2000 2005 2010 ~

FYE EPS
(Dec.) $

1987 0.52
1988 0.56
1989 0.59
1990 0.62
1991 0.60
1992 0.64
1993 0.64
1994 0.62
1995 0.63
1996 0.59
1997 0.60
1998 0.45
1999 0.56
2000 0.60
2001 0.84
2002 0.96
2003 1.03
2004 0.99
2005 1.10
2006 1.33
2007 1.29
2008 1.56
2009 1.51
2010 1.59

Current" 1.72

Average:

Growth(% ):
5 Year: 6.6
10 Year: 9.8
20 Year: 5.3

PIE DPS

9 0.31
9 0.34
10 0.36
9 0.37
10 0.37
10 0.38
11 0.40
10 0.42
11 0.43
14 0.43
18 0.44
21 0.45
14 0.45
15 0.46
14 0.47
13 0.49
14 0.52
16 0.54
21 0.64
22 0.76
21 0:84
15 1.00
19 1.04
21 1.12
1S 1.16

15

12.6
9.5
5.9

Yield Payou4 BV PIB ROE

6.5 60 3.92 12 13
6.8 60 4.16 1.2 14
6.3 60 4.45 1.3 14
6.8 60 4.71 1.1 13
62 61 5.01 1.2 12
62 60 528 12 12
5.6 63 5.53 1.3 12
6.5 68 5.82 1.1 11
6.3 68 6.05 1.1 11
5.1 73 6.21 1.4 10
42 74 6.40 1.6 9
4.7 >100 6.63 1.4 7
5.7 80 6.57 1.2 9
5.1 77 6.97 1.3 9
4.0 56 7.49 1.6 12
3.7 50 8.50 1.5 12
3.5 49 8.82 1.7 12
3.1 51 10.45 1.7 10
2.6 55 11.74 2.1 10
2.6 55 12.19 2.4 11
2.9 61 16.69 1.7 9
4.1 62 20.05 12 8
3.6 68 18.65 1.5 B
3.3 69 19.03 1.8 8
3.7 67 19.00 1.7 9

4.7 64 1.5 10.6

10.1
10.5
7.2

Current EPS is the 4 QuaRer Trailing to Q1/2011
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- BMO 2D11 FY EPS (Jul 11 = 1.63 )
- • IBES 2011 FY Cons.EPS (Jul 11 = 1.72 )

1.5 1.5

BMO 2012FY EPS (Jul 11 = 1.70 )
• • • • IBES 2012FY Cons.EPS (Jul 11 = 1.82 )
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2009 2010 2011

FTS - Rating as of 21-Aug-08 = OP

Date Rating Change Share Price

1 22-Dec-08 NR to OP $23.91

2 30-May-11 OP to R $32.97

3 15-Jun-11 R to OP $31.35

Last Daily Data Point: August 2, 2011



IMPORTANT DISCLOSiJRES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities or issuers. I also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x
2012E BVPS (12.5%) and a target yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (June 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 35.8% 11.9% 31.8% 40.7% 44.2°fo 55.9%
Hold Market Perform 62.2% 14.7% 68.2% 56.2% 54.6% 39.3%
Sell Unde erform 2.0°l0 0.0% 0.0% 3.0% 1.3% 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Divestment Banking services as percentage within ratings category.

*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

~~*~ Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***'~`* Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measwed by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchelobal.bmocapitalmarkets.com/Company Disclosure Public.asp or write to Editorial Department,
BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, 1
First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http://researchQlobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocanitalmarkets.com/research/. Institutional clients
may also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn://researchetobal.bmocauitalnlarkets.com/Conflict Statement Public.asn

General Disclaimer
"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm ofBank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. T`he opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy ar sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian .residents and accept responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/ar BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Hams Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland PIc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Bums" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal
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FOf"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q2/11 Slightly Below Expectations;
Outperform Rating Maintained

Event

Fortis reported Q2/11 EPS of $0.33. After adjusting for $2 million in revenue

related to the implementation of a smart meter program at FortisAlberta in 2010,

we believe recurring EPS were $0.32 or slightly lower than our estimate of

$0.34 and the First Call Mean estimate of $0.35 (range $0.34-0.36).

Impact

Neutral We view the Q2/11 results as neutral to our outlook. Although

reported EPS was slightly below our estimate and consensus, due to the nature

of Fortis's business we attribute the majority of the variance to seasonality. For

example, Q1/ll results exceeded consensus by $0.05/share, while Q2/11

earnings were approximately $0.02/share below consensus.

Forecasts

We have updated our model to reflect Q2/11 results and the estimated rate base

balances set out in the revenue requirement applications for the FortisBC

Energy and FortisBC Electricity companies. There is no change to our 2011E

EPS estimate and our 2012E EPS estimate increases to $1.71 from $1.70.

Valuation

Our $35 target price is based on a weighted valuation approach: 18x 2012E

diluted EPS of $1.71 (12.5%), 1.75x 2012E BVPS of $20.61 (12.5%) and a

target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75%).

Recommendation

Due to its track record of earnings and dividend growth, comUined with the

company's large capital expenditure plan, we continue to believe that Fortis

represents a good long-teiln investment, especially at current valuation levels.

Our rating is Outperform.

August 3, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (2-Aug) $31.37 52-Week High $35.45
Target Price $35.00 52-Week Low $2825

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2009A 2010A 2011E 2012E

EPS $1.51 $1.59 $1.63 $1.711'
P/E 19.2x 18.3x

CFPS $3.74 $4.51 $4.451' $4.55T
P/CEPS 7.Ox 6.9x

Div. $1.04 $1.12 $1.16 $122
EV ($mm) $10,908 $12,221 $12,622 $13,335
EBITDA($mm) $1,063.0 $1,150.0 $1,335.0 $1,385.6
EV/EBITDA 10.3x 10.6x 9.Sx 9.6x

Quarterly EPS Q1 Q2 Q3 Q4
2009A $0.53 $0.31 $0.21 $0.49
2010A $0.58 $0.32 $024 $0.49
2011E $0.67a $0.32a $0.22 $0.45T

Dividend $1.16 Yield 3.7%
Book Value $20.03 PricelBook 1.6x
Shares O/S (mm) 186.3 Mkt. Cap (mm) $5,844
Float O/S (mm) 184.9 Float Cap (mm) $5,800
Wkly Vol (OOOs) 2,268 Wkly $Vol (mm) $73.2
Net Debt ($mm) $5,857 Next Rep. Date 03-Nov (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011E
$1.72; 2012E: $1.82

Changes Annual EPS Annual CEPS Quarterly EPS
2012E $1.70 to $1.71 2011E $4.44 to $4.45 Q4l11 E $0.44 to $0.45

2012E $4.54 to $4.55

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 7 to 9.
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Q2/11 Slightly Below Expectations; Likely Due to
Seasonality

Fortis reported Q2/11 EPS of $033. After adjusting for $2 million in revenue related to the

unplementation of a smart meter program at FortisAlberta in 2010, we believe recurring EPS

were $0.32 or slightly lower than our estimate of $034 and the First Call Mean estnnate of

$035 (range $0.34-0.36).

We view the Q2/11 results as neutral to our outlook. Although reported EPS was slightly below

our estunate and consensus, due to the nature of Fortis's businesses, we attribute the majority of

the variance to seasonality. For example, Q1/11 results exceeded consensus by $0.05/share,

while Q2/11 earnings were approximately $0.02/share below consensus.

With respect to growth, we expect Fortis to continue to evaluate the potential acquisition of

regulated natural gas or electric utilities in the U.S. Although Fortis was not successful in its

attempt to acquire Central Vermont Public Service Corp. ("CVPS"), Fortis management

believes that the proposed acquisition has raised the company's profile among U.S. utilities

contemplating a transaction.

Notwithstanding acquisitions, Fortis will continue to advance its capital expenditure program in

order to drive organic growth. The company has maintained 2011E capital expenditure

guidance of $1.2 billion; however, it has increased its five-year capital expenditure guidance to

$5.7 billion from $5.5 billion. The majority of this spending is expected to occur at the

company's regulated utilities. Fortis also continues to evaluate a number of other opportunities

to grow rate base, such as investments in new natural gas infrastructure. For example, the

company is considering seeking regulatory approval to invest in fuelling stations that would be

used by large industriaUcommercial vehicles that rely on natural gas as fuel, as opposed to more

traditional fuels such as diesel or gasoline. We understand that Fortis also continues to pursue

the development of large-scale transmission infrastructure in Qntario, although the company

acknowledges that this may be a longer-term initiative.

Although the company has experienced two significant developments recently (the termination

of the CVPS merger agreement, and the decision by the Goverrunent of Belize to expropriate

Fortis's investment in Belize Electricity Limited), we believe that Fortis is ready to move

forward. With respect to CVPS, pursuant to the terms of the merger agreement, Fortis received

a break fee of $17.5 million and will be reimbursed for $2 million of expenses. In addition,

when the expropriation of BEL was announced, we removed all contributions from Belize

Electricity Limited and BECOL from our estimates. In our view, any incremental earnings

combined with subsequent collection of accounts receivable related to unregulated generation at

BECOL should be viewed positively.

Due to its track record of earnings and dividend growth, combined with the company's large

capital expenditure plan, we continue to believe that Fortis represents a good long-term

inveshnent, especially at current valuation levels. Our $35 price target is based on a weighted

valuation approach: 18x 2012E diluted EPS of $1.71 (12.5%), 1.75x 2012E BVPS of $20.61

(12.5%) and a target yield of 3.50%, assuming 2012E dividends per share of $1.22 (75%).
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At current levels, we believe the company's shares are attractively valued. Our rating is

Outperform.

Q2/11 Results

As set out in Table 1, on a comparable basis, net income increased by 1.8% in Q2/11 versus

Q2/10. In order to present results on a comparable basis, Q2/11 GAAP income was adjusted

for the recognition of $2 million of accrued revenue, which relates to the implementation of a

smart metering program at FortisAlberta in 2010.

Table 1: Historical Q2 Income by Business Segment

Q2111 Q2N1 Q2110 Variance
GAAP Adjusted Adjusted Q2/11 Adj.

Earnings Adj. Earnings Q2110 Adj. Earnings vs. Q2/10 Variance
($mm) ($mm) ($mm) GAAP ($mm) ($mm) Adj.

Regulated Gas Utilities - Canadian
Fortis BC Energy Companies 15.0 - 15.0 17.0 - 17.0 (2.0) -11.8

Regulated Electric Utilities - Canadian
FortisAlbeRa 19.0 (2.0) 17.0 17.0 - 17.0 0.0 0.0%
FoRisBC 9.0 - 8.0 8.0 - 8.0 1.0 12.5%
Newfoundland Power 11.0 - 11.0 11.0 - 11.0 0.0 0.0%
Other Canadian 6.0 - 6.0 4.0 - 4.0 2.0 50.0%

45.0 (2.0) 43.0 40.0 - 40.0 3.0 7.5
Regulated Electric Utilities - Caribbean 7.0 - 7.0 7.0 - 7.0 0.0 0.0
Non-Regulated - FoRis Generation 2.0 - 2.0 3.0 - 3.0 (1.0) 33.3%
Non-Regulated -Fortis Properties 7.0 - 7.0 8.0 - 8.0 (1.0) -12.5

Corporate and Other (18.0) - (18.0) (20.0) - (20.0) 2.0 -10.0%
Net Earnings Applicable to Common Shares 58.0 (2.0) 56.0 55.0 0.0 55.0 (1.0) 1.8

aource: erviv caprtai iwanceis, company nepo¢s

A discussion of the operating performance of each business segment follows.

Regulated Gas Utilities - FortisBC Energy Companies

Q2/11 net income of $15 million from FortisBC Energy was less than our estimate of $17

million and Q2/10 net income of $17 million. We attribute the majority of the variance to

seasonality, as timing differences resulted in a higher proportion of expenses recorded in Q2/11

compared to Q2/10.

Regulated Electric Utilities - FortisAlberta

Adjusted Q2/11 net income of $17 million was less than our estimate of $18.6 million and

consistent with Q2/10 net income of $17 million.

Regulated Electric Utilities - FortisBC

Q2/11 net income of $9 million was consistent with our estimate of $9 million and slightly

greater than Q2/10 net income of $8 million. The increase in earnings was largely driven by

higher electricity sales during the quarter (682 GWh in Q2/11 vs. 671 GWh in Q2/10) and rate

base growth, due to infrastructure investments.
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Regulated Electric Utilities — Newfoundland Power

Q2/11 net income of $11 million was consistent with our estunate of $10.9 million and Q2/10

net income of $11 million.

Regulated Electric Utilities —Other Canadian

Q2/ll net income of $6 million was greater than our estimate of $4.5 million and Q2/10 net

income of $4 million. The increase in earnings was primarily due to electricity sales growth

(562 GWh in Q2/11 vs. 535 GWh in Q2/10), and a 3.8% rate increase at Algoma Power that

became effective on December 1, 2010.

Regulated Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $7 million in Q2/11 versus

our estimate of $6.8 million and Q2/10 net income of $7 million.

Unregulated — Fortis Generation

Fortis Generation reported Q2/11 net income of $2 million, which was greater than our estunate

of $1.4 million and Q2/10 net income of $3 million. The difference between Q2/11 and Q2/10

results was largely due to decreased production in Belize. In order to be conservative, we

removed all earnings contribution from BECOL from our estimates after Q1/11, following the

announcement on June 20 that the Government of Belize had expropriated Fortis's 70% interest

in Belize Electricity Limited ("BEL"). As at July 31, BEL owed BECOL US$6.5 million for

overdue energy purchases. The last payment that. BECOL received for overdue energy

purchases was for US$0.5 million on July 11. Disclosure in the earnings release suggests that

the Government of Belize does not intend to expropriate BECOL, and that BECOL continues to

deliver electricity to BEL and invoice BEL for deliveries. Due to our conservative outlook, our

model does not anticipate earnings future earnings from BECOL; however, we believe that any

incremental earnings, combined with subsequent collection of accounts receivable related to

unregulated generation at BECOL should be viewed positively.

Unregulated — Fortis Properties

Fortis Properties reported net income of $7 million, which was lower than our estimate of $9
million and Q2/10 net income of $8 million. Decreased occupancy at hospitality properties in
Western Canada was responsible for the decline. Occupancy at the real estate division

decreased to 93.4% at the end of the quarter versus 94.8% at the end of Q2/10. At the
hospitality division, revenue per available room decreased slightly to $83.57 during Q2/11

versus $83.77 during Q2/10.
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Revised Capital Expenditure Forecast

There was no change to the company's 2011E capital expenditure of $1.2 billion; however, the

company has increased its five-year capital expenditure estimate to $5.7 billion from $5.5

billion previously. Approxunately 61% of the total relates to the regulated electric utilities,

23%relates to the regulated gas utilities and 16% relates to Fortis's non-regulated businesses.

Regulatory Update

After a lull in 2010, we expect 2011 to be relatively busy from a regulatory perspective.. The

Alberta Utilities Commission (AUC) is currently moving forward with a Generic Cost of

Capital proceeding. The formal hearing began on June 2Q, 2011 and the AUC is expected to

issue a cost of capital decision by the end of the year. The AUC is also exploring the

implementation of Performance Based Regulation, however, we understand that a final decision

on PBR is not expected until mid-2012.

In addition to the broad regulatory initiatives outlined above, a number of Fortis's utilities are

expected to make rate or other filings in 2011:

• T`he FortisBC Energy utilities (formerly the Terasen companies) are expected to pursue an

amalgamation during Q3/11;

• In May 2011, the FortisBC Energy utilities filed revenue requirements applications for

2012-2013. FortisBC Energy Inc. is seeking a return on estimated mid-year rate bases of
$2,737 million in 2012E and $2,788 million in 2013E, and FortisBC Energy Inc.

Vancouver Island is seeking a return on estimated inid-year rate bases of $788 million in

2012E and $814 million in 2013E;

• In June 2011, FortisBC Electric filed a Revenue Requirement Application and Integrated

System Plan for 2012 — 2013, in which it is seeking a return on estimated mid-year net rate

bases of $1,145 million in 2012E, and $1,212 million in2013E;

• Effective September 2011, the internn Government of the Turks and Caicos Islands plans to

implement a carbon tax, which will be applicable to Fortis Turks and Caicos. In the event

that this tax is not permitted to be passed onto Fortis Turks and Caicos' customers, the

potential impact to earnings would be approxunately $1 million in 2011 and $2-3 million

on an annual basis.

Estimates

We have updated our model to reflect Q2/ll results and the estimated rate base balances set out

in the revenue requirement applications for the FortisBC Energy and FortisBC Electricity

companies. There is no change to our 2011E EPS estimate and our 2012E EPS estimate

increases to $1.71 from $1.70.
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Table 2: Consolidated Summary

03-Aug-11

Current Price: $30.87

12-Month Target Price: $35.D0

ROR: 17.1

Fortis

Michael McGowan
BMO Capital Markets

Recommendation: Outperform

Year Ending December 31

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E
Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.62 $1.65 $1.73
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.59 $1.63 $1.71
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $0.29 $0.22 $0.20 $0.19 $0.20 $0.19 $o.18
Other Canadian $0.24 $D.20 $0.15 $D.12 $0.13 $0.11 $0.10 $0.10 $0,11 $0.11 $0,11
Fortis Properties $D.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.14 $0:16
Fortis Generation $0.07 $0.16 $0.15 $021 $0.25 $0.17 $0.19 $0.09 $0.12 $0.06 $0.04
Fortis Caribbean $0:11 $025 $0.09 $0.18 $0.23 $0.24 $0.19 $0.15 $0.13 $0.12 $D.12

FortisAlberta $0.00 $D.00 $022 $0.30 $0.40 $0.35 $0.29 $0.35 $0.39 $0.41 $0.43

FortisBC $0.00 $O.DO $0.21 $0.24 $026 $0.23 $022 $0.22 $0.24 $026 $029

Terasen Inc. $0.00 $0.00 $0.00 $0.00. $0.00 $0.31 $0.71 $0.72 $0.72 $0,75 $D.78
OthedCorporate ($0.03) ($0.12) ($0.28) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.39) ($0.38)

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16 $1.22
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.4% 602% 64.2% 67.6% 69.3% 70.2% 70.5%
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 157.4 170.2 173.9 180.6 186.3
Net Book Value $8.50 $8.84 $10.47 $11.76 $1226 $16.72 $18.00 $18:64 $18.95 $20.10 $20.61

Market Valuation

Price: High $13.28 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 $28:86 $3430 - -
Price: Low $10.76 $11.63 $14.23 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 - -

Price: Current - - - - - - - - - $30.87
P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18.7 21.2 -
P/E Ratio; Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 14.0 15,9 -

P/E Ratio: Current - - - - - - - - - 18.7 17.8
Price/Book Value: High 1.6 1.7 1.7 2.2 2.4 1.8 1.7 1.5 1.8 - -
Price/Book Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 12 1.4 - -

Price/Book Value: Current - - - - - - - - - 1.5 1.5
Yield: High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% 3.6% 3.3% -
Yield: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% -

Yield: Current - 3.8 % 4.0

Balance Sheet ($mm)

Debt (S-Tj 181.6 142.6 229.1 80.3 182.5 911.0 650.0 639.0 414.0 (92) 231.4
Debt (L-~ 926.5 1,006.9 1,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237,0 5,565.0 5,799.0 6,345.7

Minority Interest 40.0 3fi.8 37.5 39.6 130.0 115.0 145.0 123.0 162.0 162.0 162.0
Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 667.D 917.0 917.0 917.0

Convertible Debentures 14.4 - 24S 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0 44.0
Shareholders' Equity 584.5 614.7 1.000.1 1.213.4 1275.7 2.600.7 3.045.7 3,192.7 3.305.0 3,745.9 3.841.0

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8;691.7 9,391.7 9,902.7 10,407.0 10,656.8 11,541.1
Balance Sheet (% )

Debt (S-'~ 10.4% 7.3%. 6.6% 2.1% 4.0% 10.5% 6.9% 6.5% 4.0°fo -0.1% 2.0%
Debt (L-T) 53.0% 51.6% 53.9% 56.0% 54.4% 52.7% 51.5% 52.9% 53.5°/a 54.4% 55.0%

Minoritylnferest 2.3°!0 1.9% 1.1% 1.0% 2.8% 1.3% 1.5% 12%. 1.6% 1.5°!0 1.4%
Preferred Shares 0.0% 6.4% 92% 8.4% 9.6% 5.1% 7.1% 6.7% 8.8% 8.6% 7.9%

Convertible Debentures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4%
Shareholders' Equity 33_51 31_5 % 28_6°l0 31_9 % 27_8 % 29_9 % 32_4 % 32_2%. 31.8 % 35_1 % 33_3

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100,0% 100.0% 100.0% 100.0%

Income Statement

Net Profit to Common 63.3 73.6 89.1 119.2 143.2 187.4 252.5 262.0 281.0 298.7 322.4
Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 637.0 783,0 803.1 848.4

Source: BMO Capital Markets
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Fortis Inc. (FTS)
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FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 21-Aug-08 = OP(Dec.) $ $ % % $

1987
1988

0.52
0.56

9
9

0.31
0.34

6.5 60 3.92
6.8 60 4.16

1.2
1.2

13
14 Date Rating Change Share Price

1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 22-Dec-08 NR to OP $23.91

1991 0.60 10 0.37 62 61 5.01 1.2 12 2 30-May-11 OP to R $32.97
1992
1993

0.64
0.64

10
11

0.38
0.40

6.2 60 5.28
5.6 63 5.53

1.2
1.3

12
12 3 15-Jun-11 R to OP $31.35

1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 i.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0:46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.72 18 1.16 3.7 67 19.00 1.7 9

Average: 15 4.7 64 1.5 10.6

Growth(% ):
5 Year: 6.6 12.6 10.1
10 Year: 9.8 9.5 10.5
20 Year: 5.3 5.9 72

Current EPS is the 4 Quarter Trailing to Qi/2011
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IMPORTANT DISCLOSURES

Fortis

Analyst's CertiFcation
I, Michael McGowan, CA, CFA, hereby certify that flee views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed ui this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes tl~e overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensarion for investment banking services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other flian investment baxilcing services within the past 12
months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Investment Banking Services & Nnn-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
ni regulation may adversely affect performance.

Distribution of Ratings (June 30, 2011)
Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients**~

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 35.8% 11.9°fo 31.8% 40.7% 44.2% 55.9%

Hold Market Perform 62.2% 14.7% 68.2% 56.2% 54.6% 39.3%

Sell Unde erform 2.0% 0.0% 0.0% 3.0% 1.3% 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Ba.nkiug services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investrnent Banking

services as percentage of Inveshnent Banking clients.
°*** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
*'~`*** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Backing services as

percentage of Investment Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform -Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
~S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate far each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussedm this report, please go to http://researchglobal.bmocapitalmarkets.com/Company Disclosure
Publiaasp or write to Editorial Deparhnent, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http:/hesearahglobal.bmocapitalmarkets.com/docume~ts/2009/prior_rating_systems.pdf

Fortis

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public. facing policy for managing
conflicts of interest in connection with inveshnent research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arni of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements wifli, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are. reliable.
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of inveshnent decisions, and because of nidividual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets ar its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securiries or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating.
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Buries Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the teens set out aUove. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so tlu~ough BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein,. except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the LTK this document is published by BMO Capital Markets Limited which is authorised and regulated by tl~e Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience ui matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order's or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed onto, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Bums Lt~e/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal
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FOI'"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Introducing 2013E Estimates; Outperform Rating
Maintained

Event

We are introducing our 2013E estimates.

Impact

Slightly Positive.

Forecasts

We are introducing 2013E diluted EPS and DPS of $1.78 and $1.26

respectively. EPS and DPS growth is largely driven by Fortis's capital

expenditure program, through which the company plans to invest $5.7 billion in

its Uusiness during the next five years. Our 2011E and 2012E diluted EPS and

DPS estimates remain unchanged.

Valuation

Our revised $35.50 target price (previously $35) is based on a weighted

valuation approach: 18x 2013E EPS of $1.78 (12.5%); 1.75x 201E BVPS of

$21.59 (12.5%); and a target yield of 3.50%, assuming 2013E dividends per

share of $1.26.

Recommendation

Due to its track record of earnings and dividend growth, combined with the

company's large capital expenditure program, we continue to believe Fortis

represents a good long-terns investment, especially at current valuation levels.

Our rating is Outperforni.

September 11, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (7-Sep) $32.70 52-Week High $35.45
Target Price $35.SOT 52-Week Low $2824

Fortis InC. (FTS)

Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2009A 2070A 2011E 2012E

EPS $1.51 $1.59 $1.63 $1.71
P/E 20.1x 19.1x

CFPS $3.74 $4.51 $4.45 $4.55
P/CEPS 7.3x 72x

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,221 $12,824 $13,798
EBITDA($mm) $1,063.0 $1,150.0 $1,288.0 $1,364.4
EV/EBITDA 10.3x 10.6x 10.Ox 10.1x

Quarterly EPS Q1 Q2 Q3 Q4

2009A $0.53 $0.31 $021 $0.49
2010A $0.58 $0.32 $0.24 $0.49
2011E $0.67a $0.32a $0.22 $0.45

Dividend $1.16 Yield 3.5%
Book Value $20.03 PricelBook 1.6x
Shares O/S (mm) 186.3 Mkt. Cap (mm) $6,092
Float O/S (mm) 184.9 Float Cap (mm) $6,046
Wkly Vol (OOOs) 2,293 Wkly $Vol (mm) $74.5
Net Debt ($mm) $5,857 Next Rep. Date 03-Nov (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011 E
$1.69; 2012E: $1.78

Changes Target
$35.00 to $35.50

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.
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Table 1: Consolidated Summary

09-Sep-11
Current Price: $32.21
12-Month Target Price: $35.50
ROR: 13.8

Fortis

Michael McGowan
BMO Capital Markets

Reco m m en dali on: Outoertorm

Year Ending December 31
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E

Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.62 $1.65 $1.73 $1.81
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.59 $1.63 $1.71 $1.78
Segmented EPS

Newfoundland Power $0.44 $0.43 $D.37 $0.29 $029 $022 $020 $0.19 $020 $0.19 $0.18 $0.19
Other Canadian $0.24 $020 $0.15 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.11 $0.11 $0.11
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.14 $0.16 $0.17
Fortis Generetion $0.07 $0.16 $0.15 $021 $025 $0.17 $0.19 $0.09 $0.12 $0.06 $0.04 $0.04
Fortis Caribbean $0.11 $025 $0.09 $0.18 $023 $0.24 $0.19 $0.15 $0.13 $0.12 $0.12 $0.11

FortisAlberta $0.00 $0.00 $022 $0.30 $0.40 $0.35 $029 $0.35 $0.39 $0.41 $0,43 $0.45
FortiSBC $0.00 $0.00 $0.21 $024 $026 $023 $022 $0.22 $024 $0.26 $029 $0.30

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.72 $0.72 $0.75 $0.78 $0.80
Other/Corporete ($0.03) ($0.12) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.39) ($0.36) ($0.38)

Dividends $0.49 $0.52' $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16 $122 $126
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.4% 602% 642% 67.6% 69.3% 70.3% 70.5% 69.81
Average Shares (mm) 65.1 69.2 84.7 101.8 103.6 137.6 157.4 170.2 173.9 180.6 186.3 190.5
Net Book Value $8.50 $8.84 $10.47 $11.76 $12.26 $16.72 $18.00 $18.64 $18.95 $20.10 $20.61 $21.59

Market Valuation
Price: High $13.28 $1524 $17.75 $25.64 $30.00 $30.00 $29.94 $28.86 $34.20 - - -
Price: Low $10.76 $11.63 $14.23 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 - - -

Price: Current - - - - - - - - - 33221 - -
P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18.7 212 - - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 14.0 15.9 - - -

P/E Ratio: Current - - - - - - - - - 19.5 18.6 17.8
Price/Book Value: High 1.6 1.7 1.7 2.2 2.4 1.6 1.7 1.5 1.8 - - -
Price/Book Value: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.1 1.2 1.4 - - -

Price/Book Value: Current - - - - - - - - - 1.6 1.6 1.5
Yield: High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% 3.6% 3.3% - -
Yield: Low.Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% - - -

Yield: Current 3.6 % 3.8 % 3.9

Balance Sheet ($mm)
Debt (S-~ 181.6 142.6 229.1 80.3 182.5 911.0 650.0 fi39.0 414.0 (B.d) 232.3 433.6
Debl (L-~ 926.5 1,006.9 1,881.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,799.0 6,345.7 6,346.8

Minority Interest 40.0 36.8 37.5 39.6 130.0 115.0 145.0 123.0 162.0 162.D 162.0 162.0
Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 667.0 917.0 917.0 917.0 917.0

Convertible Debentures 14.4 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0 44.0 44.0
Shareholders' Equity 584.5 614.7 1 000.1 1 213.4 1 275.7 2 600.7 3 045.7 3 192.7 3 305.0 3 745.5 3 640.5 4 204.4

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,407.0 10.,659.1 11,541.4 12,109.8
Balance Sheet (% )

Debt (5-~ 10.4% 7.3% 6.6% _ 2.1% 4.0% 10.5°10 6.9% 6.5% 4.0% -0.1% 2.0% 3.6%
Debt (L-'n 53.0% 51.6% 53.9% 56.0% 54.4% 52.7% 51.5% 52.9% 53.5% 54.4% 55.0% 52.4%

Minority Interest 2.3% 1.9% 1.1% 1.0% 2.8% 1.3% 1.5°h 1.2% 1.fi% 1.5% 1.4% 1.3%
Preferred Shares 0.0% 6.4% 93% 8.4% 9.6% 5.1% 7.1% 6.7% 8.8% 8.6% 7.9% 7.6%

Convertible Debentures 0.8% 1.3% 0.7% 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4% 0.4%
Shareholders'Equity 33_5% 31_5% 28.6% 31_9% 27.8% 299% 32.4% 32_2% 31_8% 35_1% 33_3% 34.7%

10.0°h t00.D% 100.0°la 100.0% 100.0% 100.0% 100.0°!0 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.1 119.2 143.2 187.4 252.5 262.D 281.0 2982 322.3 343.9

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 637.0 783.0 802.4 8483 886.4

Source: BMO Capital Markets

Page 2 • September 1 1, 2011
BMO O Capital Markets



BMO Capital Markets

35

3Q

25

20

15

10

5

Fortis Inc. (FTS)

Quarterly Price

FTS Relative to S&P/TSX Comp.
• • • • FTS Relative to Electric Utilities

200 ~:,.--~., 200 ""'

160
~~i '

150 .~ f~ 150 
140

~ ,~~.. 4V
r'. .n'. '1 

r';Yi~ 120
100 ~~~J~~~ ~ ~ 100

100

50 50 gp

35 40

30 
35

25

30
20

15 25

10 20

5

15

Fortis

Target Price

Share Price

- FTS Relative to S&P/TSX Comp.

• - • • FTS Relative to Electric Utilities

40

35

30

25

20

15

180

160

140

120

100

80
1980 1985 1990 1995 2000 2005 2010 2009 2010 2011

F 0Revenue /Share BMO 2011 FY EPS (Aug 11 = 1.63 )

Price /Revenue -~ • - • • IBES 2011FY Cons.EPS (Aug 11 = 1.69 )
30

4

20 2 -••• 
•- •-

10 ~..... ............... m r rt r m m uu u n m u u uu u mm u n i 0 1 5 I .. ~ ~ ~ I ~ ~ ~ I i ~ 1 5

E- 0EPS (4 Qtr Trailing) BMO 2012FY EPS (Aug 11 = 1.71 )

Price /Earnings ~ • • • • IBES 2012FY Cons.EPS (Aug 11 = 1.78 )Z 40

J ZQ 1.8 F
•• ••

~',, i 1.81

r~..., i I
~-I

iuwmuuuuuumnuuuuuuuu, 0 1.6 I ~ ~ I ~ ~ ~ I ~ ~ ~ I 1 6
1985 1990 1995 2000 2005 2010 2009 2010 2011

FYE EPS PIE DPS Yield Payout BV P/B ROE FTS - Rating as of 30-Sep-OS = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Da[e Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-08 NR to OP $23.911990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 81 5.01 12 12 2 30-May-11 OP to R $32.97
1992
1993

0.64
0.64

10
11

0.38
0.40

62 60 5.28
5.6 63 5:53

1.2
1.3

12
12 3 15-Jun-11 R to OP $31.35

1994 0.62 10 0:42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 74 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
199& 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 fit 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.57 19 1.04 3.6 68 18.65 1.5 S
2010 1.59 21 1.12 3.3 69 19.03 1.8 S

Current* 1.72 19 1.16 3.6 67 20.03 1.6 9

Average: 75 4.7 64 1.5 10.6

Growth(% ):
5Year: 6.6 12.6 17.3
10 Year: 9.8 9.5 11.1
20 Year: 5.3 5:9 7.5

`Current EPS is the 4 Quarter Trailing to Q2/2011

Page 3 •September 11, 2011
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed ui this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken azi miderwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banknig services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed ar co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate I~as received compensation for investment banking services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than inveshnent banking services within flee past 12
months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CIWI Ltd. or an affiliate within the past 12 months:
Inveshnent Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted2012E EPS (12.5°/a); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (June 30, 2011)
Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM U5
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Ou erform 35.8% 11.9% 31.8% 40.7% 44.2% 55.9%
Hold Market Perform 62.2% 14.7% 68.2% 56.2% 54.6% 39.3%
Sell Unde erform 2.0% 0.0% 0.0% 3.0% 1.3% 4.$%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies front which BMO Capital Markets Corp. has received compensation for Inveshnent Baukiug services

as percentage within ratings category.
x*'~ Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Bankuig clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Investment Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperforni the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benclunark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight. Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income,. quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Oflier Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Tunes Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets.com/documents/2 Q09/prior_rating_systems.pdf

Dissemination of Research
Qur research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL,. FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managuig
conflicts of interest in connection with inveshnent research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain informarion and opinions that are accurate and complete. However; BMO Capital Markets makes no representation or warranty,.. express or
unplied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMQ Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of nivestment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular uivestment needs of any investor. This material is for uiformation purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers n7entioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments Uased thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report ni evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wisking to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
Ta U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in auy security discussed herein should do so tlu~ough BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMQ Capital Markets Limited which is authorised and regulated by the Financial
Services AuthoriTy. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
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Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

8 Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

COPYRIGHT 2011 BMO CAPITAL MARKF,TS CORD

A member of BMO ~ Financial Groin

Page 5 •September 11, 2011
BMO Q Capital Markets



FOf"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

September 8, 2011
Research Fact Sheet
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

(FY-Dec.) 2009A 2010A 2011E 2012E

Price (8-Sep) $32.72 52-Week High $35.45 EPS $1.51 $1.59 $1.63 $1.71
Target Price $35.50 52-Week Low $28.24 PIE 20.1x 19.1x

Dividend $1.16 Book Value $20.03 CFPS $3.74 $4.51 $4.45 $4.55
Yield 3.5% Price/Book 1.6x P/CEPS 7.4x 7.2x

Shares O/S (mm) 186.3 Mkt. Cap ($mm) $6,096 Div. $1.04 $1.12 $1.16 $1.22
Float O/S (mm) 184.9 Float Cap ($mm) $6,050 EV ($mm) $10,908 $12,221 $12,732 $13,703
Wkly Vol (OOOs) 2,293 Wkly $Vol (mm) $74.5 EBITDA ($mm) $1,063.0 $1,150.0 $1,288.0 $1,364.4
Net Debt ($mm) $5,857 Next Rep. Date 03-Nov (E) EV/EBITDA 10.3x 10.6x 9.9x 10.Ox

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.2% 8.5% 8.0% 8.4%
2009A $0.53 $0.31 $0.21 $0.49 Book Value ($) $18.64 $18.95 $20.10 $20.61
2010A $0.58 $0.32 $0.24 $0.49 D/Tot. Cap. (%) 61.0% 59.4% 56.3% 58.8°/o
2011E $0.67 a $0.32 a $0.22 $0.45 Reg. ROE (°/a) na na na na

NOt2S: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DiSCIoSU~eS: 1, 2, 3, 4, 5, 6AC
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Company Description - Fortis Inc. (Fortis) is a publicly and Caicos (100%), FortisAlberta (100%), FortisBC (100%)

listed holding company with four key businesses: electric and the Terasen Gas Companies (100%, British ColumUia).

utility operations, regulated natural gas distribution, non- Website: fortisinc.com

regulated electric power generation and non-utility property Recent Results -Fortis reported Q2/11 EPS of $0.33.
activities. Gas and electric utility operations include After adjusting for $2 million in revenue related to the
Newfoundland Power (100%), Maritime Electric (100%, implementation of a smart meter program at FortisAlberta in
PEI), Fortis Ontario (100%), Belize Electricity (70.1%), 2010, we believe recurring EPS were $032 or slightly lower
Caribbean Utilities (59.5%, Grand Cayman Island), Turks
This report was prepared by an analysts) employed by BMO Nesbitt Burns Ine., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.



than our estimate of $0.34 and the First Call Mean estimate
of $035 (range $0.34-036).

Corporate Developments —The company has maintained
2011E capital expenditure guidance of $1.2 billion;
however, it has increased its five-year capital expenditure
guidance to $5.7 billion from $5.5 billion. Approximately
61 % of the total relates to the regulated electric utilities,
23%relates to the regulated gas utilities and 16% relates to
Fortis' non-regulated businesses.

On July 12, 2011, Fortis announced its decision to terminate
the Central Vermont Public Service Corp. (CUPS) merger
fallowing the determination by the board of directors that
the unsolicated proposal received from Gaz Metro Limited
Partnership was a "superior proposal." Fortis received a
termination fee of US$17.5 million from CUPS and a
reimbursement of US$2 million for expenses.

Research Fact Sheet

On June 20, 2011, the Goverrunent of Belize passed
legislation and issued an order to expropriate Fortis's 70%
interest in Belize Electricity Limited (`BEL"} and dismiss
BEL's board of directors.

Forecasts —Our diluted EPS estimates are $1.63 in 2011,
$1.71 in 2012 and $1.78 in 2013.

Valuation —Our $35.50 target price is based on a weighted
valuation approach: 18x 2013E diluted EPS of $1.78
(12.5%), 1.75x 2013E BVPS of $21.59 (12.5%) and a target
yield of 3.50%, assuming 2013E dividends per share of
$1.26 (75%).

Recommendation —Due to its track record of earnings and
dividend growth, combined with the company's large capital
expenditure plan, we continue to believe that Fortis
represents a good long-term investment, especially at
current valuation levels. Our rating is Outperform. Member
of Top 15 Large Cap and Income stock selections.

BMO -- Capital Markets
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1985 1990 1995 2000 2005 2010 2009 2010 2011

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 7-Oct-08 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0:34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 22-Dec-08 NR to OP $23:911990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 62 61 5.01 1.2 12 2 30-May-11 OP [o R $32.97
1992
1993

0.64
0.64

10
11

0.38
0.40

62 60 528
5.6 63 5.53

1.2
1.3

12
12 3 15-Jun-11 R to OP $31.35

1994 0.62 10 0.42 6.5 6S 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.72 19 1.16 3.6 67 20.03 1.6 9

Average: 15 4.7 64 1.5 10.6

Growth(% ):
5Year: 6.6 12.6 11.3
10 Year: 9.8 9.5 11.1
20 Year: 5.3 5.9 7.5

`Current EPS is the 4 Quarter Trailing to Q2/2011
Last Daily Data Point: September 16, 2011
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BMO Capital Markets Disclosure Statement

IMPORTANT DISCLOSi]RES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of inveshnent banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas. to clients, performance of recommendations,. accuracy of earnings estimates, and service to clients.

Methodology and Rislcs to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5°fo) and a target
yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies.
Changes in regulation may adversely affect performance.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Inveshnent Banking Services & Nnn-Securities Related Services.

Distribution of Ratings (June 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Stannine
Universe

Buy Outperform 35.8% 11.9% 31.8% 40.7% 44.2% 55.9%
Hold Market Perform 62.2% 14.7% 68.2% 56.2% 54.6% 39.3%
Sell Underperform 2.0% 0.0% 0.0°fo 3.0°fo 1.3% 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Backing services

as percentage of Investment Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;.
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according. to different objectives (Canadian large, small,
growth, value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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BMO Capital Markets Disclosure Statement

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchelobal.bmocapitalmarkets.com/Conipany Disclosure Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times
Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researcl~elobal.bmocaoitalmarkets.com/documents/2009/prior ratine systems.odf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research
via FIRST CALL,. FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made
widely available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or
regular mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at
httu://research~loUal.bmocapitalmarkets.com/Conflict Statement Public.asn.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale ann of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in
the U.S. BMO Nesbitt Burns Inc.,. BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries
("BMO Financial Group") has lending arrangements with, ar provide other remunerated services to, many issuers covered by BMO Capital Markets.
The opinions, estimates and projections contained in this report are. those of BMO Capital Markets as of the date of this report and are subject to
change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled ar derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any mars and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. Information may Ue available to BMO Capital Markets or its affiliates that
is not reflected in this report. The information in this report is not intended to be used as the primary basis of inveshnent decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for
information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy
from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers,
directors or employees have a long or short posifion in many of the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should
not rely solely on this report in evaluating whether or not to buy ar sell securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Neshitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, fin~nish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns
Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued ar passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed onto, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Bums Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Bums Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Bums Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Bums" is a registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal
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F O ~' ~ November 3, 2011
Brief Research Note
Gas &Electric Utilities

(FTS-TSX)

Stock Rating: Outperform Michael McGowan, CA, CFA
Stock Price: $33.80 (416) 359-5807

Target Price: $35.50 Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q3/11 Results Slightly Greater Than Expected

Impact Neutral

Details &Analysis Fortis reported Q3/11 GAAP EPS of $030. After adjusting for the receipt

of an $11 million (after-tax) break fee related to the termination of the

CVPS merger agreement, and a $2.5 million (after-tax) net foreign

exchange gain associated with the company's invest~i~ent in Belize

Electricity Limited, which was expropriated by the Government of Belize

on June 20, 2011, we believe that recurring EPS were $0.24. Recurring

EPS were slightly greater than our estimate of $0.22 and the First Call

Mean estimate of $0.23 (range $0.22-024). T`he difference Uetween

actual and expected EPS was largely due to stronger-than-anticipated

earnings at Fortis Generation. Earnings from the company's other

business segments were generally consistent with our estunates. There

were no changes to the company's long-teen capital expenditure program.

Fortis continues to forecast 2011E capital expenditures of $1.2 billion and
capital expenditures of $5.7 billion during the next five years. Overall,

this appears to have been a steady quarter.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1985 1990 1995 2000 2005 2010

FYE EPS P/E DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 12 12
1992 0.64 10 0.38 62 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1:4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 S:S2 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 7.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.72 20 1.16 3.4 67 20.03 1.7 9

Average: 15 4.7 64 1.5 10.6

Growth(% ):
5Year: 5.9 12.6 11.3
10 Year: 8.3 9.5 11.1
20 Year: 5.5 5.9 7.5

*Current EPS is the 4 Quarter Trailing to Q2/2011
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities or issuers. I also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities. with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets ar an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd.. or an
affiliate within the past 12 months: Investment Banking Services & Nnn-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x
2012E BVPS (12.5%) and a target yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (September 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 39.2% 12.6% 38.8% 42.5% 48.1% 57.2%
Hold Market Perform 58.9% 13.2% 61.2% 54.6% 50.9% 38.5%
Sell Underperform 1.9% 0.0% 0.0% 2.9% 0.9% 4.3%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp, equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

*~* Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
*~*** Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
NIlct =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://research~lobal.bmocapitalmarkets.com/Company Disclosure Public.asp or write to Editorial Department,
BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1
First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
htto://researchelobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients
may also receive our research via FLRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of ow research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn://researchelobal.bmocanitalmarkets.com/Conflict Statement Public.asn

General Disclaimer
"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those ofBMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and Uecause of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, .futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject. to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMQ NB,
furnish this report to U.S. residents and accept responsibility far the contents herein, except to the e~ctent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp, and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

OO Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

COPYRIGHT 2011 BMO CAPITAL MARI{ETS CORD

A member of BMO ~ Financial Group
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COMPANY STATISTICS: 
52-week Range: C$28.24 - 35.45 
Avg. Daily Vol. (000s): 484.2 
Market Cap (M): C$6,369 
Shares Out (M): 187.0 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.4 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.70 C$1.75 
P/E (x): 22.7 21.2 20.0 19.5 
CFPS: C$3.98 C$4.23 C$4.45 C$4.55 
P/CF (x): 8.6 8.1 7.7 7.5 
 
SHARE PRICE PERFORMANCE:  

 
 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 
Our C$33.00 target price is derived from a combination of 
valuation metrics that include earnings and dividend yields 
relative to long-term interest rates, dividend discount models and 
earnings and cash flow multiples relative to both historical 
valuation and Fortis’ utility and pipeline peers. 

Infrastructure -- Utilities 

STEADY AND STABLE -- Q3 RESULTS 
IN-LINE  
Investment recommendation 

Fortis Inc. reported third quarter earnings of $0.24 per share versus 
$0.23 reported in Q3/10, in line with expectations. The company’s 
earnings have benefited from ~$600 million of capital expenditures in 
the utility businesses this year, which has mainly been invested in 
western Canadian utility operations. In total, capex is forecast to reach 
$1.2 billion for 2011 across all segments ($806 million spent to date), 
and $5.7 billion budgeted for the five-year period, 2011 through 2015. 
With approximately 90% of the company’s earnings generated from 
utility operations, rate base additions within the utility segments are 
expected to be the primary drivers of earnings growth. As a result, we 
expect to see consistent and stable growth in earnings and dividends 
going forward. However, we note that the company continues to pursue 
acquisitions of U.S.-based utility assets which could potentially have an 
impact on future earnings growth. We are maintaining our HOLD rating 
and 12-month C$33.00 target price. 

Investment highlights 

• Reported Q3 recurring EPS of $0.24, in line with consensus 
• Maintaining HOLD rating and C$33.00 target price  
• No changes to 2011 and 2012 EPS estimates 

o 2011 EPS estimate: $1.70 
o 2012 EPS estimate: $1.75 

• Received a C$18.8 million ($11 million after-tax) termination 
fee for the unsuccessful Central Vermont Public Service (CVPS) 
acquisition bid 

• Belize Electricity expropriation compensation proceedings are 
ongoing with the Belize government  

o $112 million book value 
o No earnings recorded this quarter; $2 million 

contribution in Q3 last year 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

We are maintaining our 12-month target price for Fortis at C$33.00. Our target price is 
derived from a combination of valuation metrics that include earnings and dividend yields 
relative to long-term interest rates, dividend discount models and earnings and cash flow 
multiples relative to both historical valuation and Fortis’ utility and pipeline peers. 

Outlook 

We are making no changes to our 2011 and 2012 earnings per share estimates of $1.70 
and $1.75, respectively. The company’s capex program in the utilities segment, primarily 
in western Canada, has been the driving force of earnings growth this year, and should 
continue to do so through 2015. Fortis’ capital expenditure budget remains unchanged 
with the company planning to spend $5.7 billion from 2011 through 2015, of which $4.8 
billion is toward its electric and gas utilities (mainly in BC and Alberta). This should help 
provide relatively steady growth in earnings throughout the period. The company’s 
Caribbean operations continue to face challenges which have limited the segment’s 
contribution in recent years. Fortis has not received compensation for the Belize Electric 
assets expropriated in June this year. Proceedings to determine a value are ongoing and 
we note that the potential loss is limited to its book value ($112 million net asset value or 
$0.60 per share).While we believe the company will receive some compensation for Belize 
Electric, we do not expect a resolution in the near-term.  

In addition to organic growth projects, the company continues to seek potential 
acquisitions. Although the company’s recent offer for Central Vermont Public Service was 
not consummated, earnings and cash flow benefited from the $18.8 million (US$17.5 
million) termination fee.  More important, we were pleased to see management remain 
focused and disciplined and withdraw from the process when the transaction price was bid 
higher. Management continues to look for regulated natural gas and electric operations in 
the United States and believes it has the capability to finance up to a $5 billion acquisition 
(enterprise value) on its balance sheet, but would consider a financial partner for larger 
acquisitions. 

Third quarter earnings summary 

Fortis reported third quarter recurring earnings per share of $0.24, in line with both our 
and the consensus estimate of $0.23. Regulated earnings were $5 million ($0.03 per share) 
higher compared to the same period last year. A bulk of the improvement was driven by 
rate base capital expenditures at FortisBC Energy (formerly Terasen) and Fortis Alberta. 
The increases were partially offset by the loss of ~$2 million ($0.01 per share) of earnings 
from the expropriation of Belize Electric. The company’s non-regulated operations 
performed in line with last year during the same period. Note that we removed the one-
time $18.8 million ($11 million after-tax) payment received from the termination of the 
CVPS Merger Agreement and $2.5 million on unrealized non-cash foreign exchange gains. 
For the third quarter, the company reported net earnings per share of $0.31 versus $0.26 
last year. For the first nine months of the year, the recurring earnings per share was 
$1.30, ahead of the $1.16 recorded last year. For additional details on third quarter 
results, please refer to Figure 1. 
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Noteworthy items 

• CVPS termination fee CAD$18.8 million 
o US$17.5 million  
o Also received US$2 million for transaction expenses 

• Acquired 160-room full-service Hilton Suites Winnipeg Airport hotel for $25 
million 

• Received municipal approval to construct $50 million office building 
o 12-storeys in downtown St. John 
o Construction expected to be complete in 2H/13 

• Regulatory 
o Fortis BC Energy gas companies 

§ Filed updated 2012-2013 rate applications in September 2011 
• Decision expected in late Q1/12 

§ Filed application to amalgamate the three FortisBC Energy gas 
companies 

o Newfoundland Power completed the sale of joint-use poles back to Bell 
Aliant (BA : TSX | HOLD) 

§ Will use funds to pay down debt 
o Caribbean Utilities 

§ Expects to file 2012-2016 capital investment plan in Q4/11 
§ Will sign PPAs to accept up to 13 MW of renewable power from 

IPPs 
o Fortis Turks and Caicos 

§ Filed a request for a change in the rate structure and a 6% 
increase in base rates 

§ Carbon tax expected to be implemented September 2011 

• Has not yet been implemented
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Figure 1: Fortis’ third quarter earnings details 
 

Third Quarter EarningsThird Quarter EarningsThird Quarter EarningsThird Quarter Earnings

Millions of dollars 2010201020102010 2011201120112011 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies ($9) ($3) 66.7%

Newfoundland Power $8 $8 0.0%

FortisAlberta $19 $19 0.0%

FortisBC Electric $11 $10  (9.1%)

Other Canadian Regulated Utilities $5 $6 20.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $34$34$34$34 $40$40$40$40 17.6%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $7$7$7$7 $6$6$6$6  (14.3%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $9 $8  (11.1%)

Fortis Properties $9 $9 0.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $18$18$18$18 $17$17$17$17  (5.6%)

Corporate and Consolidated Adjustments ($19) ($19)  (2.6%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $40$40$40$40 $45$45$45$45 11.3%

Non-recurring items $5 $14
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $45.0$45.0$45.0$45.0 $58.0$58.0$58.0$58.0 28.9%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.23$0.23$0.23$0.23 $0.24$0.24$0.24$0.24 3.3%

Non-recurring items $0.03 $0.07 n.m.

Reported $0.26 $0.31 19.7%

Cash Flow Per Share $0.94 $0.75  (19.5%)

Average Shares Outstanding (mln) 173.2       186.5       7.7%

RegulatedRegulatedRegulatedRegulated

Earnings $41 $46 12.2%
% of total 103% 103%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $18 $17  (5.6%)

% of total 45% 38%

CorporateCorporateCorporateCorporate

Earnings ($19) ($19) 2.6%
% of total  (47.5%)  (41.6%)

Rate base growth and lower-than-expected 
operating expenses.  Mostly quarterly timing 
issues. 

Higher effective tax rate due to lower income tax 
deductions.

Higher ROE allowed at Algoma Power and strong 
electricity sales growth.

No earnings from Belize Electricity due to 
government expropriation in June.

$11 M due to CVPS break-up fee and $2.5 M non-
cash FX hedging gain.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Investment risks 

Some of the specific risk factors that pertain to our projected 12-month stock price target 
for Fortis include, but are not limited to: (1) price movement in electricity rates and 
commodities used for electricity generation could potentially impact profitability; (2) 
international operations have currency rate exposure and liquidity risks associated with 
those currencies; (3) credit risk of contract counterparties could improve or deteriorate; (4) 
debt refinancing at different interest rates could potentially impact the income of the 
company; (5) equipment failure or extreme weather conditions could adversely affect 
operating facilities; (6) change in public policy on environmental health and safety risk 
could impose unexpected costs on Fortis; (7) change in the regulatory or political climate 
could potentially impact profitability and future growth and development of Fortis; (8) the 
inability to maintain, or to renew, the collective bargaining agreements with unionized 
workers on acceptable terms could result in increased labour costs or service interruptions 
arising from labour disputes; (9) economic conditions which may impact demand for 
products and services, peer group valuation, access to capital and share trading liquidity; 
(10) Fortis holds investments in commercial real estate and hotel properties which are 
subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
An analyst has not visited Bell Aliant's material operations. 

 
Price Chart:* 
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Distribution of Ratings: 
Global Stock Ratings 
(as of 3 October 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe                    
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 509 63.5% 35.6% 
Speculative Buy 86 10.7% 64.0% 
Hold 194 24.2% 17.0% 
Sell 12 1.5% 25.0% 
 801 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Research Disclosures as of 3 November 2011 
 CompanyCompanyCompanyCompany    DisclosDisclosDisclosDisclosureureureure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    
 Bell Aliant Inc.Bell Aliant Inc.Bell Aliant Inc.Bell Aliant Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 
companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
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securities held by a research analyst account. 
  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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November 3, 2011
Research Comment
Toronto, Ontario

Stock Rating: Outperform
Industry Rating: Market Perform Michael McGowan, CA, CFA

BMO Nesbitt Burns Inc.

Member of: Top 15 Large Cap Stock Selections (416) 359-5807

Top 15 Income Stock Selections Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Q3/11 Results Slightly Greater Than Expected;
Outperform Rating Maintained

Event
Fortis reported Q3/11 EPS of $0.30. After adjusting for the receipt of an $11

million (after-tax) break fee related to the termination of the CUPS merger

agreement and a $2.5 million (after-tom) net foreign exchange gain associated

with the company's investment in Belize Electricity Limited, which was

expropriated by the Government of Belize on June 20, 2011, we Uelieve that

recurring EPS were $0.24. Recurring EPS were slightly .greater than our

estimate of $0.22 and the First Call Mean estimate of $0.23 (range $0.22-0.24).

The difference between actual and expected EPS was .largely due to stronger-

than-anticipated earnings at Fortis Generation. Earnings from the company's

other business segments were generally consistent with our estimates.

Impact

Neutral.

Forecasts

We have updated our estimates to reflect Q3 results. Our 2011E EPS increases

to $1.65. There are no changes to our 2012E and 2013E EPS estimates.

Valuation
Our $35.50 target price is based on a weighted valuation approach: 18x 2013E

EPS of $1.78 (12.5%); 1.75x 2013E BVPS of $21.53 (12.5%); and a target yield

of 3.50%, assuming 2013E dividends per share of $1.26 (75%).

Recommendation

Due to its track record of earnings and dividend growth, combined with the

company's large capital expenditure program, we continue to believe Fortis

represents a good long-term investment. Our rating is Outperform.

Changes Annual EPS
2011E $1.63 to $1.65

Price (3-Nov) $34.06 52-Week High $35.45
Target Price $35.50 52-Week Low $28.24

Fortis Inc. (FTS)
Price: HIgh,Low,Close Earnings/Share
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2007 2008 2009 2010 2011

Last Data Point November 2, 2011

(FY-Dec.) 2009A 2010A 2011E 2012E

EPS $1.51 $1.59 $1.65 $1.71
P/E 20.6x 19.9x

CFPS $3.74 $4.50 $4.45 $4.55
PlCFPS 77x 7.Sx

Div. $1.04 $1.12 $1.16 $1.22
EV ($mm) $10,908 $12,221 $13,019 $13,999
EBITDA($mm) $1,063.0 $1,150.0 $1,288.0 $1,364.4
EV/EBITDA 10.3x 10.6x 10.1x 10.3x

Quarterly EPS Q1 QZ Q3 Q4

2009A $0.53 $0.31 $0.21 $0.49
2010A $0.58 $0.32 $0.24 $b.49
2011E $0.67a $0.32a $0.24a $0.45

Dividend $1.16 Yield 3.4%
Book Value $20.38 Price/Book 1:7x
Shares O/S (mm) 186.9 Mkt. Cap (mm) $6,367
Float O/S (mm) 185.5 Float Cap (mm) $6,318
Wkly Vol (OOOs) 2,329 Wkly $Vol (mm) $76.0
Net Debt ($mm) $5,837 Next Rep. Date 10-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011 E
$1.70; 2012E: $1.78

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 7 to 9.
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Q3/11 Results Slightly Greater Than Expected

Fortis reported Q3/11 EPS of $030. After adjusting for the receipt of an $11 million (after-tax)

break fee related to the termination of the CVPS merger agreement and a $2.5 million (after-

tax) net foreign exchange gain associated with the company's investment in Belize Electricity

Limited, which was expropriated by the Government of Belize on June 20, 2011, we believe

that recurring EPS were $0.24. Recurring EPS were slightly greater than our estimate of $0.22

and the First Call Mean estimate of $0.23 (range $0.22-0.24). The difference between actual

and expected EPS was largely due to stronger-than-anticipated earnings at Fortis Generation.

Earnings from the company's other business segments were generally consistent with our

estimates.

With respect to growth, we expect Fortis to continue to evaluate the potential acquisition of

regulated natural gas or electric utilities in the U.S. Notwithstanding an acquisition, Fortis will

continue to advance its capital expenditure program in order to drive organic growth. T`he

company has maintained 2011E capital expenditure guidance of $1.2 billion and five-year

capital expenditure guidance of $5.7 billion. The majority of this spending is expected to occur

at the company's regulated utilities.

Our $35.50 target price is based on a weighted valuation approach: 18x 2013E EPS of $1.78

(12.5%); 1.75x 2013E BVPS of $21.53 (12.5%); and a target yield of 3.50%, assuming 2013E

dividends per share of $1.26 (75%).

At current levels, we believe the company's shares are attractively valued. Our rating is

Outperform.

Q3/11 Results

As set out in Table 1, on a comparable basis, net income increased by 8.5% in Q3/11 versus

Q3/10. In order to present results on a comparable basis, Q3/11 GAAP income was adjusted to

reverse an $11 million (after-tax) break fee related to the termination of the CUPS merger

agreement and a $2.5 million (after-tax) net foreign exchange gain associated with the

company's previous inveshnent in Belize Electricity Limited. Q3/10 earnings were also

adjusted for the reversal of a $4 million expense originally recorded in Q4/09 related to the cost

of converting portions of the distribution system at Terasen Gas Whistler to utilize natural gas

instead of propane.

SMO O Capital Markets
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Table 1: Historical Q3 Income by Business Segment

Q3/11 Q3/77 Q3N0 Variance
GAAP Adjusted Adjusted Q3/11 Adj.

Earnings Adj. Earnings Q3N0 Adj. Earnings vs. Q3/10 Variance
($mm) ($mm) (ymm) GAAP ($mm) ($mm) Adj.

Regulated Gas Utilities - Canadian

Fortis BC Energy Companies (3.0) - (3.0) (5.0) (4.0) (9.0) 6.0 -66.7%
Regulated Electric Utilities - Canadian

FortisAlberta 19.0 0.0 19.0 19.0 - 19.0 0.0 0.0%

FortisBC 10.0 - 10.0 11.0 - 11.0 (1.0) -9.1

Newfoundland Power 8.0 - 8.0 8.0 - 8.0 0.0 0.0%

Other Canadian 6.0 - 6.0 5.0 - 5.0 1.0 20.0
43.0 Q.0 43.0 43.0 - 43.0 0.0 0.0

Regulated Electric Utilities - Caribbean 6.0 - 6.0 8.0 - 8.0 (?.0) -25.0%.

Non-Regulated -Fortis Generation 6.0 - 8.0 9.0 - 9.0 (1.0) -11.1

Non-Regulated -Fortis Properties 9.0 - 9.0 9.0 - 9.0 0.0 0.0%

Corporate and Other (5.0) (13.5) (18.5) (19.0) - (19.0) 0.5 -2.6%

Net Earnings Applicable to Common Shares 58.0 (13.5) 44.5 45.0 (4.0) 41.0 (3.5) 8.5%

Source: BMO Capital Markets, Company Reports

A discussion of the operating performance of each business segment follows.

Regulated Gas Utilities - FortisBC Energy Companies

Q3/11 net loss of $3 million was lower than our estimate of a $7.5 million loss and an adjusted

net loss of $9 million in Q3/10. We attribute the majority of the variance to seasonality, as

timing differences resulted in a lower proportion of expenses recorded in Q3/ll compared to

Q3/10.

Regulated Electric Utilities - FortisAlberta

Q3/11 net income of $19 million was lower than our estimate of $20.2 million and consistent

with Q3/10 earnings of $19 million.

Regulated Electric Utilities - FortisBC

Q3/11 net income of $10 million way consistent with our estimate of $10 million and slightly

less than Q3/10 net income of $11 million. The decrease in earnings was largely driven by

lower capitalized AFiJDC, due to fewer assets under construction during 2011, and higher

effective corporate income taxes.

Regulated Electric Utilities -Newfoundland Power

Q3/11 net income $8 million was consistent with our estimate of $7.8 million and Q3/10 net

income of $8 million.

Regulated Electric Utilities -Other Canadian

Q3/ll net income of $6 million was greater than our estimate of $5.4 million and Q3/10 net

income of $5 million. The increase in earning was primarily due to a 3.8% rate increase at

Algoma Power that became effective on December 1, 2010.

Page 3 •November 3, 2011 
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Regulated Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $6 million in Q3/11 versus

our estimate of $71 million and Q3/10 net income of $8 million. The decrease in Q3/11

earnings reflects the lost contribution from Belize Electricity, which contributed approximately

$2 million to earnings during Q3/10.

Unregulated — Fortis Generation

Fortis Generation reported Q3/11 net income of $8 million, which was greater than our estimate

of $4.6 million and slightly lower than Q3/10 net income of $9 million. The difference between

actual and expected results was due to the exclusion of earnings from BECOL in our estnnates.

In order to be conservative, we removed all earnings contributions from BECOL from our

estimates after Q1/11, following the announcement on June 20 that the Govermnent of Belize

had expropriated Fortis's 70% interest in Belize Electricity Limited ("BEL"). As at October 31,

BEL owed BECOL US$8 million for overdue energy purchases, which represents about one-

third of BECOL's annual sales to Belize electricity. Disclosure in the release suggests that the

Government of Belize does not intend to expropriate BECOL, and that BECOL continues to

deliver electricity to BEL and invoice BEL for deliveries.

Unregulated — Fortis Properties

Fortis Properties reported Q3/11 net income of $9 million, which was lower than otu esfvnate

of $10.2 million and consistent with Q3/10 net income of $9 million. Occupancy at the real

estate division increased to 94.2% at the end of the quarter versus 93.7% at the end of Q3/10.

At the hospitality division, revenue per available room increased to $94.83 during Q3/11 versus

$89.54 during Q3/10.

Regulatory Update

After a lull in 2010, we expect the end of 2011 to be relatively busy from a regulatory

perspective. The Alberta Utilities Commission (AUC) is currently moving forward with a

Generic Cost of Capital proceeding. The formal hearing began on June 20, 2011 and the AUC

is expected to issue a cost of capital decision by the end of the year. The AUC is also exploring

the implementation of Performance Based Regulation ("PBR"); however, we understand that a

final decision on PBR is not expected until mid-2012.. In addition to the broad regulatory

initiatives outlined above, a number of Fortis's utilities have submitted rate or other filings in

2011:

In November 2011, the FortisBC Energy utilities (formerly the Terasen companies) filed an

application with the BCUC to amalgamate into one legal entity, effective January 1, 2013.

In addition to BCUC approval, the amalgamation requires the consent of the Government

of British Columbia;

In May 2011, the FortisBC Energy utilities filed revenue requirements applications for

2012-2013. FortisBC Energy Inc. is seeking a return on estimated mid-year rate bases of

Page 4 •November 3, 2011 
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$2,754 million in 212E and $2,811 million in 2013E, and FortisBC Energy Inc.

Vancouver Island is seeking a return on estimated mid-year rate bases of $788 million in

2012E and $816 million in 2013E. A decision on the rate application is expected in late

Q1/12;

• In June 2011, FortisBC Electric filed a Revenue Requirement Application and Integrated

System Plan for 2012-2013, in which it is seeking a return on estimated mid-year net rate

bases of $1,145 million in 2012E, and $1,212 million in 2013E. A decision on the rate

application is expected in late 2011 or early 2012;

• In March 2011, FortisAlberta filed its 2012 and 2013 Distribution Tariff Application

("DTA"). The company requested approval of revenue requirements of $410 million for

2012 and $447 million for 2013, for rate increases of 8.2% and 6.9%, respectively. T`he

DTA also proposes approximately $776 million in gross capital expenditures over the two-

year period. We understand that the AUC is only allowing FortisAlberta to settle the DTA

through negotiation for 2012 rates in light of the ongoing discussions regarding PBR;

• Earlier in 2011, the interim Government of the Turks and Caicos Islands stated its intention

to implement a carbon tax, which would have been applicable to Fortis Turks and Caicos,

effective September 2011. To date, no carbon tax has been implemented. In the event that

this tax is implemented and is not permitted to be passed onto Fortis Turks and Caicos'

customers, the potential vnpact to earnings would be approximately $2-3 million on an

annual basis.

Belize Electricity Update

Fortis has commissioned an independent valuation of its previous investment in Belize

Electricity Limited and expects to submit for compensation to the Government of Belize during

the fourth quarter of 2011. We also understand that the Government of Belize has

commissioned a similar independent valuation of its own. In addition, on October 21, Fortis

commenced an action in the Belize Supreme Court to challenge the legality of the expropriation

of its investment in Belize Electricity and on October 25, the Goverrunent of Belize amended

the constitution of Belize to require majority government ownership of three public utility

providers, including Belize Electricity, but excluding BECOL.

At this time, it is unclear as to when this situation will be resolved. As at September 30, the

Belize Electricity assets (recorded as a long-term other assets), including foreign exchange

impacts, totalled $12~ million.

Estimates

We have updated our model to reflect Q3/11 results.
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Table 2: Consolidated Summary

$34.06

$35.50
76%

Fortis

Michael McGowan
BMO Capital Markets

RPrnmmPnriatinn~ niitncrfnrm

Year Ending December 3l
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E

Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $1.38 $1.36 $1.60 $1.54 $1.62 $1.67 $1.73 $1.80
Total Diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.59 $1.65 $1.71 $1.78
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $029 $0.29 $0.22 $020 $0.19 $0.20 $0.19 $0.18 $0.19
Oiher Canadian $0.24 $0.20 $0.15 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.12 $0.12 $0.12
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0,14 $0.16 $0.17
Fortis Generation $0.07 $0.16 $0.15 $021 $025 $0.17 $0.19 $0.09 $0.12 $0.08 $0.04 $0.04
Fortis Caribbean $0.11 $025 $0.09 $0.18 $023 $0.24 $0.19 $d.15 $0.13 $0.12 $0.12 $0.11

ForfisAlberta $0.00 $0.00 $022 $0.30 $0.40 $0.35 $0.29 $0.35 $0.39 $0.41 $0.43 $0.45
FortisBC $0.00 $0.00 $021 $0.24 $026 $023 $022 $0.22 $~24 $0:26 $028 $0.30

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.72 $0.72 $0.75 $0.78 $0.80
Other/Corporaie ($0.03) ($0.12) ($028) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.41) ($0.38) ($0.3~

Dividends $0.49 $0.52 $0.54 $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16 $1.22 $1.26
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.4% 602% 64.2% 67.6% 69.3% 69.6% 70.6% 69.8%
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 157.4 170.2 173.9 180.9 187.0 1912
Net Book Value $8.50 $8.84 $10.47 $11.76 $1226 $16.72 $18.00 $18.64 $18.95 $20.04 $20.55 $21.53

Market Valuation
Price: High $13.28 $15.24 $17.75 $25.64 $30.00 $30.00 $29.94 $28.86 $34.20 - -
Price: Low $10.76 $11.63 $1423 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 - - -

Price: Current - - - - - - - - - $34.06 -
P/E Ratio: High 13.7 14:3 76.9 21.9 21.7 22A 18.7 18.7 212 - - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 14.7 18.0 12.9 14.0 15.9 - - -

P/E Ratio: Current - - - - - - - - - 20.4 19.7 18.9
Price/Book Value: High 1.6 1.7 1.7 2.2 2.4 1.8 1.7 1.5 1.8 - - -
Price/Book Value: Low 1.3 1,3 1,4 1.4 1.7 1.5 1.1 1.2 1.4 - - -

Price/Book Value: Current - - - - - - - - - 17 17 1.6
Yield: High Price 3.7 % 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% 3.6% 3.3% - - -
Yield: Low Price 4.5% 4.5 % 3.8% 3.6% 3.3% 3.3✓ 5.0% 4.8% 4.4% - - -

Yield: Current 3.4% 3.6% 3.7%

Balance Sheet ($mm)
Debt (S-'n 181.6 142.6 229.1 80.3 182.5 911.0 650.0 639.0 414.0 (11.3) 229.3 430.4
Debt (L-~ 926.5 1,006.9 1,681.6 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,799.0 6,345.7 6,348.8

Minority Interest 40.0 36.8 37.5 39.6 130.0 115.D 145.0 123.0 162.0 162:0 162.0 162.0
Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 667.0 667.0 917.0 917.0 917.0 917.0

Convertible Debentures 14.4 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0 44.0 44.0
Shareholders' Equity 584.5 614.7 1 000.1 1 213.4 1 275.7 2 600.7 3 045.7 3 192.7 3 305.0 3 746.3 3 843.5 4 207.6

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,407.0 10,659.1 11,541.4 12,109.8
Balance Sheet (%)

Debt (S-~ 10.4% 7.3% 6.6% 2.1% 4.0% 10.5% ~ 6.9% 6.5% 4.0% -0.1% 2.0% 3.6%
Debt (L-~ 53,0% 51.6% 53.9% 56.0% 54.4% 52.7% 51.5% 52.9% 53.5% 54.4% 55.0% 52.4%

Minority Interest 2.3% 1.9% 1.1% 1.0% 2.8% 1.3% 1.5% 12% 1.6% 1.5% 1.4% 1.3%
Preferred Shares 0.0% 6.4% 9.21 8.4% 9.6% 5.1% 7.1% 67% 8.8% 6.6% 7.9% 7.6%

Convertible debentures 0.8% 1.3~ 0.7% 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4% 0.4%
Shareholders'Equity 33_5Io 31_5% 28_6% 31_9% 27.8% 29_9% 32.4%. 32_2% 31_8% 35_2% 33.3% 34.7%

100.0% 100.x% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 10D.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.1 1192 143.2 187.4 252.5 262.0 281.0 301.4 323,4 345.0

Cash Flow from Operations 134.4 160.7 283.7 320.0 279.8 373.0 663.0 637.0 783.0 805.6 849.3 687.4

Source: BMO Capital Markets
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1985 1990 1995 2000 2005 2010 
0 1.6

FYE E$ PfE D$S Yid Pa~out $ PIB ROE
(Dec.)

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 t.1 13
1991 0.60 10 0.37 6.2 61 5.01 12 12
1992 0.64 10 0.38 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.52 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0:84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1:03 14 0..52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.7 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 6S 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.72 20 1.16 3.4 67 20.03 1.7 9

Average; 15 4.7 64 1.5 10.6

Growth(% ):
5Year. 5.9 12.6 11.3
10 Year: 8.3 9.5 11.1
20 Year: 5.5 5.9 7.5

Current EPS is the 4 Quarter Trailing to Q2/2011.
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FTS - Rating as of 21-Nov-08 = OP

Date Rating Change Share Price

1 22-Dec-08 NR to OP $23.91

2 30-May-11 OP to R $32.97

3 15-Jun-11 R to OP $31.35

Last Daily Data Point: November 2, 2011
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IMPORTANT DISCLOSURES

Fortis

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recomivendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates,. which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent busking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or ui affiliate has received compensation for inveshnent banking services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products. or services other than inveshnent banking services withni the past 12
months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMQ Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Inveshnent Backing Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2013E EPS (12.5%); 1.75x 2013E BVPS (12.5%) and a target
yield of 3.50%based on 2013E dividends per share (75%).
Risks:. Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (September 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 39.2% 12.6% 38.8% 42.5% 48.1% 57.2%
Hold Market Perform 58.9% 13.2% 61.2% 54.6% 50.9% 38.5%
Sell Underperform 1.9% 0.0% 0.0% 2.9% 0.9%0 4.3%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp, has received compensation for Investment Backing services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percentage of Inveshnent Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Backing services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system defuutions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast. to perform roughly in line with the market;
Und = Underperform - Forecast to underperform tl~e market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benclunark uidex such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Oflier Important Disclosures on the stocks discussed in tics report, please go to http://researchglobal.binocapitalmarkets.com/Company_Disclosure
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario,. MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http./hesearchglobal.bmocapitalmarkets.com/documents/2009/prior rating_systems.pdf
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Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of uiterest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict Statement
Public.asp.

General Disclaimer
`BMQ Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes tl~e wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavows to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,. express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Infannation may be available to BMO Capital Markets or its affiliates that is not reflectedui
this report. The information in this report is not nrtended to be used as the primary basis of inveshnent decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular inveshnent needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments lased thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy ar sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Bums Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in airy of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Baiilc of Montreal Any U.S. person wishing to effect
transactions in any securiTy discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who lave professional
experience ui matters relating to inveshnents falling within Article 19(5) of the Financial Services. and Markets Act 2000 (Financial Promotion) Order
2005 (the ̀ `Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed onto, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

COPYRIGHT 2011 BMO CAPITAL MARKETS CORD

A member of BMO e Financial Group
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Updating Model to Reflect 3.4% Dividend Increase;
Outperform Rating Maintained

Event

On December 14, 2010, Fortis announced that it is increasing its annual

dividend by 3.4% to $1.20/share from $1.16/share. The revised quarterly

dividend of $0.30/share will be payable on March 1 to shareholders of record

as of February 15, 2012.

Impact

Neutral. The annual dividend of $1.20/share is slightly lower than the

FY2012E DPS forecast of $1.22/share that we had set out in our model.

Forecasts

We have updated our estimates to reflect FY 2012E dividends of $1.20. We

have also trimmed our FY 2013E dividend estimate to $1.24 from $1.26.

Valuation

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E

diluted EPS of $1.78 (12.5%), 1.75x 2012E BVPS of $21.57 (12.5°/o) and a

target yield of 3.50%, assuming 2012E dividends per share of $1.24 (75°/o).

Recommendation

We believe Fortis's shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

December 13, 2011
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (12-Dec) $32.59 52-Week High $35.45
Target Price $35.50 52-Week Low $28.24

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Share
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(FY-Dec.) 2010A 2011E 2012E 2013E

EPS $1.59 $1.65 $1.71 $1.78
P/E 19.8x 19.1x 18.3x

CFPS $4.50 $4.45 $4.54 $4.64
P/CEPS 7.3x 7.2x 7.Ox

Div. $1.12 $1.16 $1.20 $1.24
EV ($mm) $12,221 $12,784 $13,769 $14,109
EBITDA ($mm) $1,150.0 $1,289.9 $1,365.0 $1,401.6
EV/EBITDA 10.6x 9.9x 10.1x 10.1x

Quarterly EPS Q1 Q2 Q3 Q4
2010A $0.58 $0.32 $0.24 $0.49
2011E $0.67a $0.32a $0.24a $0.45
2012E $0.69 $0.33 $0.24 $0.47

Dividend $1.16 Yield 3.6%
Book Value $20.38 Price/Book 1.6x
Shares O/S (mm) 186.9 Mkt. Cap (mm) $6,092
Float OIS (mm) 185.5 Float Cap (mm) $6,045
Wkly Vol (OOOs) 2,404 Wkly $Vol (mm) $78.8
Net Debt ($mm) $5,837 Next Rep. Date 10-Feb (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011 E
$1.71; 2012E: $1.77; 2013E: $1.85

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 5.
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Table 1: Consolidated Summary

13-Dec-17
Current Price: $32.56
12-Month Target Price: $35.50

ROR: 12.6°/a

Fortis

Michael McGowan
BMO Capital Markets

Recommendation: Out oertorm

Year Ending December 31

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E 2013E
Total Basic Earnings Per Share $0.97 $1.06 $1.05 $1.17 $7.38 $1.36 $1.60 $1.54 $1.62 $1.67 $1.73 $1.80
Total diluted Earnings Per Share $0.96 $1.03 $0.99 $1.10 $1.33 $129 $1.56 $1.51 $1.59 $1.65 $1.71 $1.78
Segmented EPS

Newfoundland Power $0.44 $0.43 $0.37 $0.29 $029 $0.22 $0.20 $0.19 $020 $0.19 $0.18 $0.19
Other Canadian $0.24 $020 $0.15 $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.12 $0.12 $0.12
Fortis Properties $0.14 $0.16 $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.14 $0.16 $0.17
Fortis Generation $0.07 $0.16 $0.15 $0.21 $025 $0.17 $0.19 $0.09 $0.72 $0.08 $x.04 $0:04
Fortis Caribbean $0.11 $025 $0.09 $0.16 $023 $024 $0.19 $0.15 $0.13 $0.12 $0.12 $0.11

FortisAlberta $D,00 $0.00 $022 $0.30 $0.40 $0.35 $029 $0.35 $0.39 $0.47 $0.43 $0.45
FoAiSBC $0.00 $0.00 $021 $0.24 $026 $0.23 $0.22 $0.22 $024 $026 $028 $0.30

Terasen Inc. $0.00 $0.00 $0.00 $0.00 $0.00 $0.31 $0.71 $0.72 $0.72 $0.75 $0.78 $0.80
Other/Corporate ($0.03) ($0.12) ($026) ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0:45) ($0.40) ($0.38) ($0.37)

Dividends $0.49 $0.52 $0.54 $O.fi1 $0.67 $0.62 $1.03 $1.04 $1.12 $1.16 $120 $124
Payout Ratio 49.9% 48.9% 51.4% 52.3% 48.4% 602% 642% 67.6% 69.3% 69.5% 69.4% 68.7°!0
Average Shares (mm) 65.1 692 84.7 101.8 103.6 137.6 157.4 1702 173.9 180.9 187.0 1912
Net Book Value $8.50 $8.84 $10.47 $11.76 $12.26 $16.72 $18.00 $18.64 $18.95 $20,04 $20.57 $21.57

Market Valuation
Price: High $1328 $1534 $17.75 $25.64 $30.00 $30.00 $29.94 $28.86 $3420 - -
Price: Low $10.76 $71.63 $1423 $17.D0 $20.36 $24.50 $20.70 $21.62 $25.67 - -

Price: Current - - - - - - - - - $32.56 -
P/E Ratio: High 13.7 14.3 16.9 21.9 21.7 22.0 18.7 18.7 212 - -
P/E Ratio: Low 11.1 10.9 13.5 14.5 74.7 18.0 12.9 14.0 15.9 - - -

P/E Ratio: Current - - - - - - - - - 19.5 18.8 18.0
Price/Book Value: High 1.6 1.7 1.7 22 2.4 1.8 1.7 1.5 1.8 - - -
Price/Book Value: Low 1.3 1.3 1.4 1.4 17 1.5 1.1 72 1.4 - - -

Price/Book Value: Current - - - - - - - - - 1.6 1.6 1.5
Yieltl: High Price 3.7% 3.4% 3.0% 2.4% 2.2% 2.7% 3.4% 3.6% 3.3% - - -
Yield: Low Price 4.5% 4.5% 3.8% 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% - - -

Yield: Current 3.6% 3.7% 3.8%

Balance Sheet ($mm)

Debt (5-n 181.6 142.6 229.1 80.3 182.5 911.0 650.0 639.0 414.0 (11.8) 225.0 422.3
Debl (L-~ 926.5 1,006.9 1,681.6 2,193.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,799.0 6,345.7 6,348.8

Minority Interest 40.0 36.8 37.5 39.6 130.0 115.0 tA5.0 123:0 162.0 162.0 162.0 162.0
Preferred Shares 0.0 125.0 321.5 319.5 442.0 442.0 fi67.0 667.0 917.0 977.0 ~ 917.0 917.0

Convertible Debentures 14:4 24.5 22.9 22.3 63.5 45.0 44.0 44.0 44.0 44.0 44.0 44.0
Shareholders' Equity 584.5 614.7 1 000.1 7 213.4 7 275.7 2 6,~ 00.7 3 045.7 3 192.7 3 35.0 3 749.0 3 648.0 4215.9

1,746.9 1,950.4 3,492.7 3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,407.0 10,659.3 11,541.7 72,710.0
Balance Sheet (% )

Debt (S-~ 10.4% 7.3% 6.6% 2.1% 4.0% 10.5% 6.9%. 6.5% 4.0% -0.1% 1.9% 3.5%
Debt (L-'~ 53.0% 51.6% 53.9% 56.0% 54.4% 52.7% 51.5% 52.9% 53.5% 54.4% 55.0% 52.4%

Minority Interest 2.3/ 1.9% 1.1% 1.0% 2.8:/ 1.3% 1.5% 1.2% 1.6% 1S% 1.4% 1.3%
Preferred Shares 0.0% 6.4% 9.2% 8.4% 9.6% 5.1% 7.1% 6.7% 8.6% 8.6% 7.9% 7.6%

ConveAible Debentures o.6/ 1.3% 0.7% o.s% 1.4% 0.5 % a.5% 0.4% 0.4% 0.4% 0.4 / 0.4%
Shareholders'Equity 33_5% 31_5% 28_6! 31_9% 27_8% 29_9% 32_4% 32_2% 31_8% 35_2% 33_3% 34_B%

100.0% 100.0% 100.0% 100.0% 100.0°/a 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement
Net Profit to Common 63.3 73.6 89.1 1192 7432 187.4 252.5 262.0 281.0 302.1 323.4 345.1

Cash Flow from Operations 134:4 160.7 283.7 320.0 279.8 373,0 663.0 637.0 783.0 806.1 849.3 887.5

Source: 8M0 Capital Markets
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1985 1990 1995 2000 2005 2010 2009 2010 2011

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 31-Dec-08 = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0:36 6.3 60 4.45 1.3 14 1 30-May OP to R $32.971990 0.62 9 0.37 6.8 60 4.71 1.1 13 -11

1991 0.6D 10 0.37 62 61 5.01 1.2 12 2 15-.Jun-11 R to OP $31.35
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 66 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 ND 21 0.84 2.9 61 16.69 1.7 nm
2008 ND 15 1.00 4.1 62 20.05 12 nm
2009 ND 19 1.04 3.6 68 18.65 1.5 nm
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current' 1.72 19 1.16 3.5 67 20.38 1.6 8

Average: 15 4.7 64 1.5 10.9

Growth(%):
5 Year: 5.9 8.8 11.7
10 Year: 8.3 9.5 11.3
20 Year: 5.5 5.9 7:6

* Current EPS is the 4 Quarter Trailing to Q3/2011
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (unong other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment Uanking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of eaniings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liabiliTy with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3; BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for inveshneirt banking services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products ar services other than investment banking services within the past 12
months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Inveshnent Banking Services &Non-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price. is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (:12.5%) and a target
yield of 3:50% based on 2012E dividends per share (75%).
Risks: Qperations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (September 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Ou erform 39.2% 12.6% 38.8% 42.5% 48.1% 57.2%
Hold Market Perform 58.9% 13.2°fo 61.2% 54.6% 50.9% 38.5%
Sell Unde erform 1.9% 0.0% 0,0% 2.9% 0.9% 43%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Backing services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percentage of Inveshnent Banking clients.
**** Reflects rating distribution of all companies covered by BMQ Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Backing services as

percentage of Inveshnent Backing clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP = Outperforni - Forecast to outperform the market;
Mlct =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast. to underperForm the market;
(S) =speculative inveshnent;
NR = No rating at this time;.
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large,. US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure Public.aspx or write to Editorial Departrnent, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http://researchglobal:bmocapitalmarkets.com/documents/2009/prior_rating_systems.pdf
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Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at
http;//researchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking Group, which includes the wholesale ann of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, esrimates and projecrions contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is far information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures. or other derivative inshuments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether ar not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities includedui this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons togeflier referred to as ̀ Yelevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed onto, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the U5
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Lt~e/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Marfcets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q4/11 Results in Line; Outperform Rating
Maintained

Event
Fortis reported Q4/11 EPS of $0.46 vs. our estimate of $0.45 and the First Call

Mean estimate of $0.47 (range $0.45-0.50). In general, the majority of the

company's business segments appeared to perform well and earnings from the

individual segments were generally consistent with our estimates.

Impact
Neutral. We expect that eaniings and dividend growth will continue to be driven

by rate base investment. Fortis's capital expenditure budget is $1.3 billion in

2012 (up from $1.2 billion iii 2011) and $5.5 billion during the next five years.

The company also continues to evaluate the acquisition of U.S. gas or electric

utilities. Overall, we Uelieve that Q4 results represented a solid end to 2011.

Forecasts

There are no changes to our estimates.

Valuation

Our $35.50 target price is based on a weighted valuation approach: 18x 2012E

diluted EPS of $1.78 (12.5%), 1.75x 2012E BVPS of $22.23 (12.5%) and a

target yield of 3.50%, assuming 2012E dividends per share of $1.24 (75°/o).

Recommendation

We believe Fortis's shares are attractively valued, considering the company's

relatively low-risk, diversified business model. Our rating is Outperform.

February 9, 2012
Research Comment
Toronto, Ontario

Michael McGowan, CA, CFA
BMO Nesbitt Burns Inc.
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Price (8-Feb) $34.08 52-Week High $34.49
Target Price $35.50 52-Week Low $2824

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2010A 2071A 2012E 2013E

EPS $1.59 $1.66 $1.71 $1.78
P/E 19.9x 19.1x

CFPS $4.22 $4.38 $4.54 $4.64
P/CEPS 7.5x 7.3x

Div. $1.12 $1.16 $1.20 $124
EV ($mm) $12,221 $12,821 $14,043 $14,386
EBITDA ($mm) $1,150.0 $1,289.9 $1,365.0 $1,401.6
EV/EBITDA 10.6x 9.9x 10.3x 10.3x

Quarterly EPS Q1 Q2 Q3 Q4
2010A $0.58 $0.32 $024 $0.49
2011A $0.67 $0.32 $0.24 $0.46
2012E $0.69 $0.33 $0.24 $0.47

Dividend $1.20 Yield 3.5%
Book Value $20.73 Price/Book 1.6x
Shares O/S (mm) 186.9 Mkt. Cap (mm) $6,371
Float O/S (mm) 185.5 Float Cap (mm) $6,322
Wkly Vol (OOOs) 2,383 Wkly $Vol (mm) $77.7
Net Debt ($mm) $5,837 Next Rep. Date 02-May (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2011 E
$1.70; 2012E: $1.77; 2013E: $1.80

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 9.
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Q4 Results in Line; Expect Continued Investment in Rate
Base to Drive Earnings Growth

Fortis reported Q4/ll EPS of $0.46 vs. our estimate of $0.45 and the First Call Mean estimate

of $0.47 (range $0.45-0.50). In general, the majority of the company's. business segments

appeared to perform well and earnings from the individual segments were generally consistent

with our estimates.

With respect to growth initiatives, although the company was unsuccessful. last year with its

offer to acquire Central Vermont Public Service, Fortis will continue to evaluate the acquisition

of gas and electric utilities in the U.S. Until the company is able to acquire aU.S.-based utility,

it will focus on growing through additions to rate base. The company's 2012 capital budget has

been set at $1.3 billion (up from $1.2 billion in 2011) and it continues to target total investment

of $5.5 billion during the next five years.

Overall, we viewed the Q4 results as a solid end to 2011. We are maintaining our $35.50 price
target, which is based on a weighted valuation approach: 18x 2012E diluted EPS of $1.78

(12.5%), 1.75x 2012E BVPS of $222.23 (12.5%) and a target yield of 3.50%, assuming 2012E

dividends per share of $1.24 (75%).

We believe Fortis's shares are attractively valued, considering the company's relatively low-
risk, diversified business model. Our rating is Outperform.

Q4/11 Results

Fortis reported Q4/11 GAAP net income of $86 million, which was $1.4 million greater than

our estimate of $84.6 million and $1 million greater than Q4/10 GAAP net income of $85

million. A comparison of Q4/11 and Q4/10 results by business segment is set out in Table 1.

Table 1: Historical Q4 Income by Business Segment

Q4/17 Q4N1 Q4/10 Variance
GAAP Adjusted Adjusted Q4/11 Adj.

Earnings Adj. Earnings Q4110 Adj. Earnings vs. Q4/10 Variance
($mm) ($mm) ($mm) GAAP ($mm) ($mm) Adj.

Regulated Gas Utilities -Canadian
FoAis BC Energy Companies 51.0 - 51.0 45.0 - 45:0 6.0 13.3

Regulated Electric Utilities - Canadian

FortisAlbeAa 17.0 
- 17.0 17.0 - 17.0 0.0 0.0

FortisBC 11.0 - 11.0 10.0 - 10.0 1.0 1D.0%
Newfoundland Power 8.0. - 8.0 9.0 - 9.0 (1.0) -11.1
Other Canadian 4A. - 4.0 5.0 - 5.0 (1.0) -20.0%

40.0 0.0 40.0 41.0 0.0 41.0 (1.0) 2:4
Regulated Electric Utilities - Caribbean 3.0 - 3.0 4.0 - 4.0 (1.0) -25.0%
Non-Regulated -Fortis Generation 5.0 - 5.0 6.0 - 6.0 (1.0) -16.7°l0
Non-Regulated -Fortis Properties 5.0 - 5.0 7.0 - 7.0 (2.0) -28.6

Corporate and Other (18.0) - (18.0) (1 B.0) - (18.0) 0.0 0.0%
Net Earnings Applicable to Common Shares 86.0 0.0 86.0 85.a o.0 85.0 (1.0) 1.2%

Source: BMO Capital Markets, Company Reports

A discussion of the operating performance of each business segment follows.

Page 2 •February 9, 2012
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Regulated Gas Utilities — FortisBC Energy Companies

Q4/11 net income of $51 million was greater than our estimate of $48.1 million and Q4/10 net

income of $45 million. We attribute the majority of the variance to seasonality, improved

economic conditions in the forestry and mining sectors and increased residential consumption,

which led to much higher sales volumes (43,809 GJ in Q4/11 vs. 38,586 GJ in Q4/10).

On an annual basis, adjusted net income increased by 103% to $139 million in 2011 from

$126 million in 2010.

Regulated Electric Utilities — FortisAlberta

Q4/11 net income of $17 million was slightly lower than our estimate of $17.9 million and
consistent with Q4/10 earnings of $17 million.

On an annual basis, adjusted net income increased by 7.4% to $73 million in 2011 from $68

million in 2010. The increase to adjusted net income was primarily driven by rate base growth.

Regulated Electric Utilities — Newfoundland Power

Q4/11 net income of $8 million was consistent with our estimate of $7.9 million and slightly

lower than Q4l10 net income of $9 million.

On an annual basis, net income decreased by 2.9% to $34 million in 2011 from $35 million in

2010.

Regulated Electric Utilities —Other Canadian

Q4/11 net income of $4 million was slightly less than our estimate of $4.5 million and Q4/10

net income of $5 million. The decrease in earnings was prvnarily due to a rate of return

adjustment at Maritime Electric, which reduced Q4/11 revenue by approximately $2 million as

a result ofhigher-than-expected electricity sales during 2011.

On an annual basis, net income increased by 15.8% to $22 million in 2011 from $19 million in

2010.

Regulated Utilities — Caribbean

The earnings contribution from the Caribbean business segment was $3 million in Q4/11 versus
our estimate of $4.2 million and. Q4/10 net income of $4 million. The decrease in earnings

reflects higher operating expenses at Fortis Turks and Caicos, which were largely due to
consulting fees associated with ongoing regulatory matters and inflationary cost increases.

On an annual basis, net income decreased by 13.0% to $20 million in 2011 from $23 million in

2010.

Page 3 •February 9, 2012 
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Unregulated -Fortis Generation

Fortis Generation reported net income of $5 million, which was greater than our estimate of

$2.1 million and less than Q4/10 net income of $6 million. The difference between actual and

expected results was due to the exclusion of earnings from BECOL in our estnnates. In order to

be conservative, we removed all earnings contributions from BECOL from ow estimates after

Q1/11, following the announcement on June 20, 2011, that the Government of Belize had

expropriated Fortis's 70% interest in Belize Electricity Limited ("BEL"). Disclosure in the
release suggests that the Government of Belize does not intend to expropriate BECOL, and that

BECOL continues to deliver electricity to BEL and invoice BEL for deliveries.

On an annual basis, net income decreased by 10.0% to $18 million in 2011 from $20 million in

2010.

Unregulated - Fortis Properties

Fortis Properties reported Q4/11 net income of $5 million, which was lower than our estimate

of $7.9 million and Q4/10 net income of $7 million. Decreased occupancy at the hospitality

properties in Western Canada and higher corporate income taxes were responsible for the

decline. Occupancy at the real estate division decreased to 93.2% at the end of the quarter

versus 94.5% at the end of Q4/10. Revenue per available room increased to $72.39 during

Q4/11 versus $70.76 during Q4/10.

On an annual basis, net income decreased by 11.5% to $23 million in 2011 from $26 million in
2010.

Other Items

• Fortis continues to receive payments for electricity sales made by BECOL to BEL. As at

December 31, 2011, BEL had an accounts receivable balance of US$7.4 million, which is

consistent with a receivable of US$8 million that was outstanding at September 30, 2011.

Little update was provided about the cost of capital review requested by the British

Columbia Utilities Commission. The review is expected to occur in 2012, and will affect
the FortisBC gas and electric utilities.

Page 4 •February 9, 2012
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Table 2: Consolidated Summary

09-Feb-12
Curcent Price: $33.89
12-MOnM Txget Pace: $35.50
ROR: B.3%

Fortis

Michael McGowan
BMO Capital Markets

RecommendaAOrt nim~rrtn~m

Yeaf Entling December 31
2002 2003 2004 2005 20D6 2007 2008 20W 201 2011 2012E 2073E

To1a18asic Earnings Per Share $0.97 $7.06 57.05 $1.17 $7.38 $1.36 $1.60 57.54 $1.62 $1.87 gi,73 $i.BO
Total DiNted Earnings Per Share $0.98 $7.03 $0.89 $1.10 $1.33 $1.28 $1.56 y7.51 $1.59 $1.88 g7,71 $1.78
Segmentetl EPS

Newfoundland Power $0.44 $0.43 $037 $029 $0.29 $022 $0.20 $0.19 $0.20 $0.19 $O.iB $020
Other Canadlen $0.24 $020 $0.15 $0.12 50.73 $0.11 $0.10 $0:10 $0.11 $0.12 $0.12 $0.12
Fortis PropeNes $0.14 $0.1fi $0.14 $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.13 SO.ifi $0.17
Fortls Ganaratlon $0.07 $0.16 $0.15 $0.21 $025 $0.17 $0.19 50.09 $0.12 $0,10 50.04 50.04
Forlis Caribbean $0.11 $025 $0.08 80.18 $023 $024 $0.18 50.15 $0.13 $0.11 50.12 b0.11

FortisAlbarta $0.00 $0.00 $022 $0.30 $0.40 $0.35 $029 40.35 $0.39 $0.40 $0.43 $0.45
FortisBC $0.00 $x.00 $021 5024 $02fi $023 $0.22 $0.72 $024 $0.26 $028 $029

Teresen Inc. $0.00 $0.00 $0.00 50.00 $0.00 $031 $0.71 $0.72 $0.72 so.n $0.79 $0.80
Other/COrpora~e (50.03) (50.12) ($028) (50.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.41) ($0.39) ($0.38)

Dividends $0.49 SO.R $0.54 40.81 $0.67 50.82 51.03 $1.04 $1.12 $1.16 $120 $124
Payout Rabo 49.9% 48.9% 51.4% 52.3% 48.4% 802% 842% 67.6% 69.3% 88.6% 69.4% 68.8%
Average Shares (mm) 65.1 692 86.7 101.8 103.6 137.6 157.4 772 773.9 181.8 187.0 7972
Net BOOk Value $8.50 $8.84 $70.47 $11.76 $1226 $78.72 $10.00 $18.64 $18.95 $20.73 $212fi $2223

Market Valuation
Price: High $13.28 $1524 $17.75 $25.64 $30.00 $30.00 $28.94 $28.86 $34.20 $35.15 -
Price: Low $10.76 $11.&3 $1423 $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 $32.67 -

Ptice: CuRent - - - - - - - - - - $33.89
P/E Retlo: High 13.7 14.3 16.8 21.9 21.7 220 18.7 18.7 212 21.1 - -
P/E Retia: Low 11.1 10.9 73.5 14.5 14.7 78.0 129 14.0 15.9 19.6 - -

PIE Ratio: Curtest - - 19.6 18.8
PricelBook Value: High 1.6 1.7 1.7 22 2.4 1.8 1.7 1.5 1.8 7,7 - -
PricelBookValue: Low 1.3 1.3 1.4 1.4 1.7 1.5 1.7 12 1.4 1.8 - -

PricelBOOkValue: Cunmt - - - - - - - - - _ 7.6 7.5
Yeld: High Price 3.7% 3.4% 9.0% 2.4% Z2% 27% 3.4% 3.6% 3.3% 3.346 - -
YiHd: Low Price 4.5°6 4.5% 3.8% 3.8% 3.3% 3.3% 5.0% 4.8% 4.4% 3.6% - -

Vield Current 3.5% 3.7%

Balance Sheet ($mm)
Deht (S-T) 181.6 142.fi 229.1 80.3 182.5 911.0 850.0 639.0 414.0 285.0 380.3 577.1
Deht (L-T) 926.5 1,006.9 1,881.8 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,585.0 5,878.0 6,010.6 6,073.7

Minafity Intefest 40.0 36.8 37.5 38.6 130.0 115.0 145.0 123.0 162.0 208.0 208.0 208.0
Preferted Shares 0.0 125.0 321.5 318.5 442.0 442.0 867.0 667.0 917.0 917.0 917.0 917.0

Convertible DebenWres 14.4 24.5 22.8 22.3 63.5 45.0 44.0 44.0 44.0 0.0 0.0 D.0
Sharehalders'Eqully 584.5 614.7 1_W0.1 12 3.4 1275.7 28W.7 3 5.7 3127 33 5.0 38 7.0 39_`5.9 4.343.7

1,746.9 1,950.4 3,492.7 3,808.6 4,588.1 8,691.7 9,391.7 9,9027 10,407.0 10,906.0 11,491.9 12,059.5
Balance Sheet (Yo)

Debt (S-T) 10.4% 7.3% 8.8% 2.1% 4.U% 10.5% 6.8% 6.5% 4.0% 2.4% 3.3% 4.8%
Debt (L-T) 53.U% 51.6% 53.8% %.0% 54.4% 52.7% 51.5% 529% 53.5°h 51.9% 52.3% 49.9%

Minority lMerest 23% 1.9% 1.1% 1.0% 2.B% 1.3% 1.5% 12% t.6% 1.9% 1.8% 1.7%
PrefeRed Shares D.0% 6.4% 92% 8.4% 9.6% 5.1% 7.1% 6.7% 8.8% 8.4% B.0% 7.fi%

Convertible DebenNres D.e% 1.3h 0.7% 0.8:6 t.4% 0.5% 0.5% 0.4% D.4°k 0.0% O.Oh 0.0%
Shareholders'Equity 33_5% 31_5% 28.6°6 31.9°h 27_8% 29.9% 32.4% 322% 31_e% 35.4% 34_6% 36_0%

100.0;5 100.0°h 100.0% 100.x% 100.0% 70D.0°h 100.Ok 100.x% 100.0% 100.O:b 100.0°h 100.Ok

Income Statement
Net Proft to Common 63.3 73.6 89.1 1192 143.2 187.4 252.5 262.0 281.0 302.5 323.4 344.9

Cash Flow from O orations 134.4 160.7 283.7 320.0 279.8 373.0 863.0 637.0 732.0 893.0 869.5 888.0

Source: BMO Capital Marked
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1985 1990 1995 2000 2005 2010 2009 2010 2011

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 20-Feb-09 = OP
(Dec.) $ $ % % $ h

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60
6.8 60

4.45
4.71

1.3
1.1

14
13 1 30-May-11 OP to R $32.97

1991 0.60 10 0.37 6.2 61 5.01 12 12 2 15-Jun-11 R to OP $31.35
1992 0.64 1 D 0.38 6.2 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2D00 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.72 19 1.16 3.5 67 20.38 1.6 8

Average: 15 4.7 64 1.5 10.6

Growth(% ):
5 Year: 4.4 6.8 10,8
10 Year: 7.4 9.5 10..5
20 Year. 5.4 5.9 7.3

'Current EPS is the 4 Quarter Trailing to Q3/2011
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IMPORTANT DISCLOSURES

Fortis

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities
or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressedui this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Mazkets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating

new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2; BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4; BMO Capital Markets or an affiliate has received compensation for inveshnent banknig services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than mveshnent banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Investment Banking Services &Non-Securities Related Services.

Methodology and Rislzs to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5°/a) and a target
yield of3.50%based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands, and Belize) agencies.
Changes in regulation may adversely affect performance.

Distribution of Ratings (December 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM U5
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Stannine
Universe

Buy Out erform 38.0% 10.3% 40.4% 40.7% 46.2% 56.2%

Hold Market Perform 60.3°/a 9.6% 59.6% 56.3% 52.2%0 39.4%
Sell Underperform 1,7% 0.0% 0.0% 3.0% 1.6% 4.4%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
* * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distriUution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Investrnent Backing clients.

Ratings and Sector Key
VJe use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the. market;
Und = Underperforni - Forecast to underperform the market
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite I~idex, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large,. US small) have replaced the Top Pick rating.
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Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure Public.aspx or write to Editorial Deparhnent, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editorial Department,. BMO Capital Markets, 1 First Canadian Place, Toronto,. Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets.com/documents/2009/prior rating_systems.pdf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.con~/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same tune to all BMO Capital Markets client groups enfitled to our research. Additional dissemination inay occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with inveshnent research which is available at
http://researchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal ar its subsidiaries (`BMO
Financial Group") has lending arrangements with,. or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibiliTy for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The infarmation in this report is not intended to be used as the primary basis of inveshnent decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets ar its affiliates,. officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon.. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibiliTy for the contents herein subject to the teens set out aUove. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/ar BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or SMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (Ij persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Burns Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

OO Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2012 BMO CAPITAL MARI{ETS CORD

A mPmhPr of RMO e Finanrial (~ro{~
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Stock Price: $34.08
Target Price: $35.50

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Q4/11 Results in Line

Impact Neutral

February 9, 2012
Brief Research Note
Gas &Electric Utilities

Michael McGowan, CA, CFA
(416) 359-5807
Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Details &Analysis Fortis reported Q4/11 EPS of $0.46 vs. our estimate of $0.45 and the First
Call Mean estunate of $0.47 (range $0.45-0.50). In general, the majority

of the company's business segments appeared to perform well and
earnings fiom the individual segments were generally consistent with our
estnnates. Earnings and dividend growth in 2012 should be driven by the

company's capital program. Fortis's capital expenditure budget is $13
billion in 2012 (up from $1.2 billion in 2011) and $5.5 billion during the
next five years. The company continues to evaluate expanding in the
United States through the potential acquisition of a regulated gas or
electric utility. In siuninary, the Q4/ll results appear to represent a solid
end to 2011.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1985 ~ 1990~~ 1995 2000 2005 2010 2009 2010 2011

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 27-Feb-09 = OP(Dec.) $ $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 ~ 30-May-11 OP to R $32.971990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6,2 61 5.01 1.2 12 2 15-Jun-11 R to OP $31.35
1992 0.64 10 0.38 6.2 60 5.28 12 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 BO 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 B.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8

Current* 1.72 19 1.16 3.5 67 20.38 1.6 B

Average: 15 4.7 64 1.5 10.6

Growth(% ):
5 Year: 4.4 8.8 10.8
10 Year. 7.4 9.5 10.5.
20 Year: 5.4 5.9 7.3

`Current EPS is the 4 QuarterTrailing to Q3/2011
Last Daily Data Point: February 8, 2012
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities or issuers. I also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations ar views expressed in this report.
Analysts who prepared this report are. compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets ar an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services & hon-Securities Related Services.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x
2012E BVPS (12.5%) and a target yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (December 30, 2011)

Rating
Category BMO Rating.

BMOCM US
Universe*

BMOCM US
IS Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 38.0% 10.3% 40.4% 40.7% 46.2% 56.2°fo
Hold Market Perform 60.3% 9.6% 59.6% 56.3% 52.2% 39.4%
Sell Underperform 1.7% 0.0% 0.0% 3.0% 1.6% 4.4%

* Reflects rating distribution of all companies covered by BMCI Capital Markets Corp. equity research

analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

* * * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

* * * * Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
* * * * * Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Undeiperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures an the stocks discussed in this report, please go to
http://research~lobal.bmocapitalmarkets.com/Public/Company Disclosure Public.aspx ar write to Editorial
Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario,. MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researchelobal.bmocanitalmarkets.com/documents/2009/oriar ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients
may also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely mailable at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please
contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing. conflicts of interest in connection with investment research which is available at
I~tto://researchelobal.bmocanitalmarkets.com/Public/Conflict Statement Public.asnx

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, ar provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that. are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents:. BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(x) to (d) of the Order (all such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Hams Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Pic, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Bums" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal
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F O ~' ~ February 21, 2012
Brief Research Note
Gas &Electric Utilities

(FTS-TSX)

Stock Rating: Outperform Michael McGowan, CA, CFA
Stock Price: $32.85 (416) 359-5807

Target Price: $35.50 Michael.McGowan@bmo.com
Assoc: Mark Laing, CA, CFA

Member of: Top 15 Large Cap Stock Selections
Top 15 Income Stock Selections

Acquisition of CH Energy Group Proposed

Impact Potentially Positive

Details &Analysis Fortis announced that it has entered into an agreement to acquire CH

Energy Group Inc. for US$65/share, which translates into a total purchase

price of approximately US$1.5 billion, including the assumption of

approximately US$500 million of debt. The purchase price represents a

premium of approximately 10.5% over the most recent. closing price of

CH Energy Group's common shares, and values CH at approximately

20.2x 2012E EPS, based on estimates provided by Bloomberg. We

believe the following points regarding the proposed acquisition are

relevant: (1) Approximately 97% of CH Energy Group's earnings are

derived from CH Hudson Gas and Electric Corporation, which is a

regulated natural gas and electric utility located in New York State; (2}

For the three-year period beginning on July 1, 2010, CH Hudson's rates

have been established using a 10% ROE and a capital structure of 48%

common equity; (3) We estvnate that the acquisition could be

approximately $0.05/share accretive to Fortis' EPS once it closes; and (4)

The transaction will initially be funded through the use of credit lines;

however, we expect that Fortis could issue approximately C$400 million

of equity to permanently finance the transaction. Closing of the

transaction is expected to occur within 12 months, and is subject to

customary regulatory and shareholder approvals.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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2009 2010 2011

FYE
(Dec.)

EPS
$

P/E DPS
$

Yield Payout BV
% % $

P/B ROE FTS - Rating as of 10-Mar-09 = OP

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
13 1 30-May-11 OP to R $32.97

1991 0.60 10 0.37 6.2 61 5.01 12 12 2 15-Jun-11 R to OP $31.35
1992 0.64 10 0.38 62 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 D.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8
2011 1:66 20 1.16 3.5 69 19.03 1.8 9

Current` 1.69 20 1.16 3.5 69 20.73 1.6 8

Average: 15 4.7 65 1.5 10.5

Growth(% ):
SYear: 4.1 8.8 11.2
10 Year: 7.2 9.5 10.7
20 Year: 5.3 5.9 7.4

'Current EPS is the 4 Quarter Trailing to Q4/2011
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Michael McGowan, CA, CFA, hereby certify that the views expressed in this report accurately reflect my personal
views about the subject securities or issuers. I also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services &Non-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest in 1% or more of any class of the equity
securities of this issuer.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5

%o); 

1.75x
2012E BVPS (12.5%) and a target yield of 3.50% based on 2012E dividends per share (75%).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (December 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starniine
Universe

Buy Outperform 38.0% 10.3% 40.4% 40.7% 46.2% 56.2%
Hold Market Perform 60.3% 9.6% 59.6% 56.3% 52.2% 39.4%
Sell Underperform 1.7% 0.0% 0.0% 3.0% 1.6% 4.4%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Inveshnent Banking services as percentage within ratings category.

*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured Uy a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://research~lobal.bmocapitalmarkets.com/Public/Company Disclosure Public.as~ or write to Editorial
Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn:/hesearchelobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are mailable via our web site http://bmocapitalmarkets.com/research/. Institutional clients
may also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet,
Capital IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital
Markets client groups entitled to our research. Additional dissemination may occur via email ox regular mail. Please
contact your investment advisor ar institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn://research~lobal.bmocanitalmarkets.com/Public/Conflict Statement Public.asnx

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended. to be used as the primary basis of inveshnent decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns I~ic. and/or BMO Nesbitt Burns LteelLtd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the e~ctent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Lt~e/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2012 BMO CAPITAL MARKETS CORD

A member of BMO ~ Financial Groun
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FOI"tIS
(FTS-TSX)

Stock Rating: Not Rated
Industry Rating: Market Perform

Coverage Discontinued

Event

We are discontinuing coverage of Fortis Inc. (FTS-TSX) due to the departure of

a research analyst.

Recommendation

Shares of Fortis Inc. have been rated Outperform since February 11, 2007.

Investors should not rely on BMO Capital Markets Research for an investment

recommendation on Fortis Inc. until research coverage is resumed.

February 21, 2012
Research Comment
Toronto, Ontario

BMO CM Research
BMO Nesbitt Burns Inc.
(416) 359-4002
Equity. Research@bmo.com
Assoc: Mark Laing, CA, CFA

Price (21-Feb) $32.38 52-Week High $34.39
Target Price na 52-Week Low $28.24

Fortis InC. (FTS)

Price: High,Low,Close Earnings/Share
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FTS Relative to S&P/iSXComp

150
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50
2007 2008 2009 2010 2011

50

Last Data Point: February 17, 2012

(FY-Dec.) 2010A 2011A 2012E 2013E

EPS $1.59 $1.66 na na
P/E na na

CFPS $4.22 $4.38 na na
P/CEPS na na

Div. $1.12 $1.16 na na
EV ($mm) $12,221 $13,001 na na
EBITDA ($mm) $1,150.0 $1,169.5 na na
EV/EBITDA 10.6x 11.1x na na

Quarterly EPS Q1 Q2 Q3 Q4

2010A $0.58 $0.32 $0.24 $0.49
2011A $0.67 $0.32 $0.24 $0.46
2012E na na na na

Dividend $1.20 Yield 3.7%
Book Value $20.73 Price/Book 1.6x
Shares O/S (mm) 186.9 Mkt. Cap (mm) $6,053
Float O/S (mm) 185.5 Float Cap (mm) $6,006
Wkly Vol (OOOs) 2,453 Wkly $Vol (mm) $80.0
Net Debt ($mm) $5,837 Next Rep. Date 02-May (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2012E
$1.74; 2013E: $1.80

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analyst's Certification, please refer to pages 2 to 4.
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Fortis Inc. (FTS)
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FYE EPS PIE DPS Yield Payout BV P/B ROE FTS - Rating as of 10-Marv09 = OP
(Dec.) $ $ % % $

1987
1988

0.52
0.56

9
9

0.31
0.34

6.5 60
6.8 60

3.92
4.16

1.2
1.2

13
14 Date Rating Change Share Price

1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60
6.8 60

4.45
4.71

1.3
1.1

14
13 1 30-May-11 OP fo R $32.97

1991 0.60 10 0.37 6.2 61 5.01 1.2 12 2 15-Jun-11 R to OP $31.35
1992 0.64 10 0.38 6.2 60 5.28 12 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 SO 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 7.6 12
2002 0.96 13 0.49 3.7 50 8.50 7.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.8 8
2011 1.66 20 1.16 3.5 69 19.03 1.8 9

Current* 1.69 20 1.16 3.5 69 20.73 1:6 8

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5Year: 4.1 8.8 112
10 Year: 72 9.5 10.7
20 Year: 5.3 5.9 7:4

Current EPS is the 4 QuarterTrailing to Q4/2011

Page 2 a February 21, 2012

Last Daily Data Point: February 17, 2012
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IMPQRTANT DISCLOSURES

Fortis

Analyst's Certification
I, BMO CM Research, hereby certify that the views expressed in this report accurately reflect uiy personal views about the subject securities or issuers.
I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in
this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitabiliTy of BMO Capital Markets and. their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of reconunendations, accuracy of earnings estimates, and service to clients.
Company Specific Disclosure
Disclosure 1; BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months:.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment baiikiug services wiUun the past 12
months.
Disclosure 6; This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate withni the past 12 months:
Investment Banking Services &Non-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest ni 1% or more of any class of the equity securities of this issuer.

Methodology and Risks to Price Target/Valuation
Methodology: na
Risks: na

Distribution of Ratings (December 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 38.0% 10.3% 40.4% 40.7% 46.2% 56.2%
Hold Market Perform 60.3% 9.6% 59.6% 56.3% 52.2% 39.4%
Sell Underperform 1.7% 0.0% 0.0% 3.0% 1.6% 4.4%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research azialysts.
** Reflects rating distribufiou of all companies from which BMO Capital Markets Corp. has received compensation for Investment Backing services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Banking clients.
**~* Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;.
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent,
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value,. income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure Public.aspx or write to Editorial Deparhnent, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, 1 First Canadian Plaee, Toronto, Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http:/hesearchglobal.bmocapitalmarkets. com/documents/2009/priar_rating_systems.pdf

Dissemination of Research
Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets:com. All of our research is made widely
available at the swine time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investrnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in cotmection with investment research which is available at
http://researchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
`BMO Capital Markets" is a trade nanie used by the BMO Inveshnent Banking Group, which includes the wholesale arni of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S.. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets.. The
opvuons, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled ar derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. I~iformation may be mailable to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular inveshnent needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in tlus report on a principal basis. BMO Capital Mukets ar its affiliates,, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivarive instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Bums Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for flee contents herein, except to the event drat it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any secwity discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is aufliorised wild regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience ui matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof axe not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Burns Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

COPYRIGHT 2012 BMO CAPITAL MARKETS CORD

A member of BMO ~ Financial Group
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Fortis
(FTS-TSX)

Stock Rating: Not Rated
Industry Rating: Market Perform

March 1, 2012
Research Fact Sheet
Gas &Electric Utilities

BMO CM Research
(416) 359-4002
Equity. Research@bmo.com
Assoc: Mark Laing, CA, CFA

FY-Dec.l 2010A 2011A 2012E 2013E

Price (1-Mar) $32.88 52-Week High $34.39 EPS $1.59 $1.66 na na
Target Price na 52-Week Low $28.24 P/E na na

Dividend $1.20 Book Value $20.73 CFPS $4.22 $4.38 na na
Yield 3.6% Price/Book 1.6x P/CEPS na na

Shares O/S (mm) 186.9 Mkt. Cap ($mm) $6,146 Div. $1.12 $1.16 na na
Float O/S (mm) 185.5 Float Cap ($mm) $6,099 EV ($mm) $12,221 $13,001 na na
Wkly Vol (OOOs) 2,480 Wkiy $Vol (mm) $80.9 EBITDA ($mm) $1,150.0 $1,169.5 na na
Net Debt ($mm) $5,837 Next Rep. Date 2-May (E) EV/EBITDA 10.6x 11.1x na na

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.5% 7.8% na na
2010A $0.58 $0.32 $0.24 $0.49 Book Value ($) $18.95 $20.73 na na
2011A $0.67 $0.32 $0.24 $0.46 D/Tot. Cap. (°/a) 59.4% 56.2°/o na na
2012E na na na na Reg. ROE (%) na na na na

NOtOS: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DiSCIOSUI'2S: 1, 2, 3, 4, 5, 6AC, 8
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Company Description -Fortis Inc. (Fortis) is a publicly FortisAlberta (100%), FortisBC (100%) and the FortisBC

listed holding company with four key businesses: electric Energy Companies (100%, British Columbia). Website:

utility operations, regulated natural gas distribution, non- fortisinacom

regulated electric power generation and non-utility property Recent Results -Fortis reported Q4/11 EPS of $0.46 versus
activities. Gas and electric utility operations include the First Call Mean estimate of $0.47 (range $0.45-0.50)
Newfoundland Power (100%), Maritime Electric (100%, and Q4/10 EPS of $0.49.
PEI), Fortis Ontario (100%), Caribbean Utilities (59.5%,
Grand Cayman Island), Turks and Caicos (100%),
This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to the back pages.



Corporate Developments — On February 21, 2012, Fortis
announced that it had entered into an agreement to acquire
CH Energy Group Inc. for US$65/share, which translates
into a total purchase price of approximately US$1.5 billion,
including the assumption of approximately US$500 million
of debt. The purchase price represents a premium of
approximately 10.5% over the most recent closing price of
CH Energy Group's common shares, and values CH at
approximately 20.2x 2012E EPS, based on estimates
provided by Bloomberg.

The company's 2012 capital budget has been set at $13
billion and it continues to target total investment of $5.5

Research Fact Sheet

billion during the next five years. Approximately 64% of
the total relates to the regulated electric utilities, 23%relates
to the regulated gas utilities and 13%relates to Fortis' non-
regulatedbusinesses.

Fortis continues to receive payments for electricity sales
made by Belize Electricity Company Limited ("BECOL") to
Belize Electricity Limited ("BEL"). As at December 31,
2011, BECOL had an accounts receivable balance of
US$7.4 million, which is consistent with a receivable of
US$8 million that was outstanding at September 30, 2011.

Recommendation —Fortis is not rated. Member of Top 15
Income stock selections.

BMO -- Capital Markets
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1990 1995 2000 2005 2010 2009 2010 2011

FYE E $S P/E DP$S Yi ~ d Pa out B$V P/B ROE FTS - Rating as of 30-Mar-09 = OP(Dec..)

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 74 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 30-May OP to R $32.971990 0.62 9 0.37 6.8 60 4.71 1.1 13 -11
1991 0.60 10 0.37 6.2 61 5.01 12 12 2 15-Jun-11 R to OP $31.35
1992
1993

0.64
0.64

10
11

0.38
0.40

6.2 60
5.6 63

5.28
5.53

12
1.3

12
12 3 21-Feb-12 OP to NR $32.38

1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 17 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 8Q 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 7.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.03 1.6 8
2011 1.66 20 1.16 3.5 69 19.03 1.8 9

Current* 1.69 19 120 3.7 71 20.73 1.6 8

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5 Year. 4.1 9.6 112
10 Year: 72 9.8 10.7
20 Year. 5.3 5.9 7.4

* Current EPS is the 4 Quarter Trailing to Q4/2011
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BMO Capital Markets Disclosure Statement

IMPORTANT DISCLOSURES

Analyst's Certification
I, BMO CM Research, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or
issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment Uanking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

Methodology and Rislcs to Price Target/Valuation
Methodology: Our target price is based on a weighted valuation approach: 18x diluted 2012E EPS (12.5%); 1.75x 2012E BVPS (12.5%) and a target
yield of 3.50% based on 2012E dividends per share (75°/o).
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies.
Changes in regulation inay adversely affect performance.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securifies with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for inveshnent banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or au affiliate received compensation for products or services other than inveshnent banking services within the
past 12 months.
Disclosure 6: This issuer is a client (ar was a client} of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Investment Banking Services & Nnn-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial niterest in 1% or more of any class of the equity securities of this issuer.

Distribution of Ratings (December 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Stanniue
Universe

Buy Outperform 38.0% 10.3% 40.4% 40.7% 46.2% 56.2%
Hold Market Perform 60.3% 9.6 %n 59.6% 56.3% 52.2% 39..4%
Sell Underperform 1.7% 0.0% 0.0% 3.0% 1.6% 4.4%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Baukivg

services as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percen#age of Inveshnent Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investrnent Banking services

as percentage of Investment Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Nllct =Market Perforni - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperForm the market;
(S) =speculative investment;
NR = No rating at this time;
R=Restricted— Dissemination ofresearch is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small,
growth, value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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BMO Capital Markets Disclosure Statement

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
htto:/hesearchglobal.bmocapitalmarkets.com/Public/Company Disclosure Public.aspx or write to Editorial Department, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editarial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.

Prior BMO Capital Markets Ratings Systems
htto://researchelobal.bmocaoitalmarkets.com/documents/2009/prior ratine systems.pdf

Dissemination of Research
Our research publications are available via our web site http://~~vw.bmocm.con~/researcl~/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connecrion with investment research which is available at

httn:/hesearchQlobal.binocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking. Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd,, BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in
the U.S. BMO Nesbitt Bums Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal ar its subsidiaries
(`BMO Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets.
The opinions, estimates and projections contained in this report aze those of BMO Capital Markets as of the date of this report and are subject to
change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that
is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular inveshnent needs of any investor. This material is for
information purposes only and is not an offer to sell ar the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy
from or sell to customers the securities of issuers mentioned in this report. on a principal basis. BMO Capital Markets or its affiliates, officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options,. futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should
not rely solely on this report ni evaluating whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Bunts Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person
wishing. to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns
Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons wlio have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") ar (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and inay not be issued or passed on to, retail clients.
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BMO Caaital Markets Disclosure Statement

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Hams Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Bums Securities Limited (Member SIPG) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Bums Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Bums" is a registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

COPYRIGHT 2012 BMO CAPITAL MARKETS CORD

A member of RMn ~ Financial Groun
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FOf''tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Income Stock Selections

Initiating Coverage at Outperform; Your All-Weather
StOC~(

The Company

Fortis is Canada's largest and most diversified regulated distribution utility

company, with over 2,000,000 natural gas and electricity customers across the

country. The company also has a small portfolio of real estate holdings and

interests in two Caribbean regulated electricity distribution companies. In

addition, the company is developing the 335 MW Waneta Dam expansion, a

$900 million contracted hydro project (51% owned) that is expected to be

commissioned by spring 2015.

Forecasts

We are introducingEPS (£d) forecasts of $1.74 in 2012 and $1.81 in 2013.

Valuation
Our target price of $34.50 represents a 19x 2013E EPS, which is a premium to

its peer group and toward the upper end of its five-year historical trading range.

We believe the premium is justified given its superior earnings visibility (~90%

of earnings are derived from regulated operations)

Recommendation
We are initiating coverage of Fortis with an Outperform rating. Fortis is hardly a

market darling these days amid less robust earnings growth and uncertainty

regarding its unregulated hydro assets in Belize. We have heard this song

before, and while we recognize the market is waiting anxiously for a full

resolution of these issues, we would argue that these issues are already priced in.

In the meantime, we believe the market should return its attention to the

company's sizable $5.5 billion relatively low-risk organic growth initiatives

through 2016, which should ultimately bear fruit. Aside from its organic growth

execution scorecard, another key driver for Fortis' share price in the near term is

the successful consummation of NY-based utility CH Energy, which still

requires approval from CH Energy shareholders (likely summer 2012) and

regulators (Q1/13). Please refer to our report for further details.

April 9, 2012
Research Comment
Toronto, Ontario

Ben Pham, CFA
BMO Nesbitt Burns Inc.
(416) 359-4061
Ben.Pham@bmo.com

Price (5-Apr) $32.11 52-Week High $34.39
Target Price $34.50 52-Week Low $28.24

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shade
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(FY-Dec.) 2010A 2011A 2012E 2013E

EPS $1.60 $1.66 $1.74 $1.81
P/E 18.5x 17.7x

CFPS $4.25 $4.38 $4.46 $4.43
P/CFPS 7.2x 7.3x

Div. $1.12 $1.16 $1.20 $1.24
EV ($mm) $12,520 $12,558 $13,391 $15,855
EBITDA ($mm) $1,150.0 $1,169.5 $1,291.8 $1,490.5
EV/EBITDA 10.9x 10.7x 10.4x 10.6x

Quarterly EPS Q1 Q2 Q3 Q4

2070A $0.58 $0.32 $0.24 $0.49
2011A $0.67 $0.32 $0.24 $0.45
2012E $0.69 $0.34 $0.25 $0.48

Dividend $1.20 Yield 3.7%
Book Value $20.73 Price/Book 1.Sx
Shares O/S (mm) 188.8 Mkt. Cap (mm) $6,062
Float O/S (mm) 188.8 Float Cap (mm) $6,062
Wkly Vol (OOOs) 2,573 Wkly $Vol (mm) $83.8
Net Debt ($mm) $5,855 Next Rep. Date 02-May (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2012E
$1.75; 2013E: $1.82

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analyst's Certification, please refer to pages 3 to 6.
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Fortis Inc. (FTS)

Outperform
12-Month Target Price: $34.50

Analyst: Ben Pham, CFA
(416) 359061

Current Price: $32.11

ROR 112%

Year Ending December 31
CAGR
2011A-

2005 2006 2007 2008 2009 2010 2D11 2072E 2013E 2013E

Total Basic Earnings Per Share $1.17 $1.38 $1.36 $1.60 $1.54 $1.63 $1.67 $1.76 $1.83 4.8%
Total Diluted Earnings Per Share $1.10 $1.33 $1.29 $1.56 $1.51 $1.60 $7.66 $1.74 $1.81 4.4%

First Call Consensus $7.75 $1.82

Segmented EPS

Newfoundland Power $029 $029 $022 $020 $0.19 $020 $0.19 $0.18 $0.17

O[her Ganadian $O.1Z $0.13 $0.11 $0.10 $0.10 $0.11 $0.12 $0.11 $0.10

Fortis Properties $0.14 $x.15 $0.15 $0.15 $0.14 $0.15 $0.13 $0.14 $0.13

Fortis Generation $021 $025 $0.17 $0.79 $0.09 $0.72 $0.1~ $0.1D $0.09

Fortis Caribbean $x.78 $023 $024 $0.19 50.15 $0.13 $0.77 $0.11 $0.11

FortisAlberta $x.30 $0.40 $0.35 $0.29 $0.35 $0.39 $0.40 $0.43 $0.44
FortisBC $0.24 $026 $023 $022 $022 $024 $026 $0.27 $026

Terasen Inc. $0.00 $D.00 $0.31 $0.71 $0.72 $0.73 $0.77 $0.79 $0.73

u.s. uei~ties so.00 go.00 So.00 So.00 go.oa go.00 go.00 go.00 8oz2
OthedCorporate ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.41) ($0.36) ($0.41)

Dividends $x.61 $0.67 $0.62 $1.03 $1.04 $1.12 $1.16 $120 $124 3.4!
Payout Ratio 52.3% 46.4% 60.2% 64.2% 67.6% 68.9% 69.6% 68.3% 67.7%

Average Shares (mm) 101.8 103.6 137.6 157.4 170.2 172.9 181.6 187.9 206.5

Net Book Value $11.76 $1226 $16.72 $18.0 $18.64 $18.95 $20.73 $27.36 $22.68

Market Valuation
Price: High $25.64 $30.00 $30.00 $29.94 $28.86 $3420 $35.15 - -

Price: Low $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 $32.67 - -

Price: Current - - - - - - - $32.11

P/E Ratio: High 23.3 22.5 23.3 192 19.1 21.3 212 - -

P/E Ratlo: Low 15.4 15.3 19.0 132 14.3 76.0 19.7 - -

PIE Ratio: Current - - - - - - - 18.5 17.8

EV/EBITDA: High 10:5 12.3 12.5 10.4 10.9 11.3 71.5 - -

EV/EBITDA: Low 8.7 10.4 11.6 9.1 9.8 10.0 11.1 - -
EV/EBITDA: Current - - - - - - - 10.5 10.4

Yield: High Price 2.4% 2.2% 27% 3.4% 3.fi/ 3.3:/0 3.3% - -

Yield: Low Price 3.6% 3.3% 3.3% 5.0% 4.8°k 4.4h 3.6% - -

Yield: Current 3.7% 3.9%

Balance Shee[ ($mm) -

Debt (S-'~ 80.3 182.5 911.0 650.0 639.0 414.0 265.0 2572 408.9

Debt (L-'n 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,679.0 6,100.0 7,156.1
Minority Interest 39.6 130.0 115.0 145.0 123.0 1620 208.0 206.0 208.0

Preferred Shares 319.5 442.0 442.0 667.0 667.0 912.0 912.0 912.0 1,112.0
Convertible Debentures 22.3 63.5 45.0 44.0 44.0 44.0 0.0 0.0 0.0

Shareholders' Equity 1 213.4 1 275.7 2 607 3 045.7 3 1~ 927 3 35.0 3 877.0 4 O,y62 4 74.3

3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 1.0,402.0 10,941.0 11,515.4 13,6092

Balance Sheet (% ~

debt (5-Tj 2.1% 4.0% 10.5% 6.9% 6.5% 4.0% 2A% 22% 3.0%

Debt (L-T) 56.0% 54.4% 52.7% 51:5% 52.9% 53.5% 51.9% 53,0% 52.6%

Minority Interest 1.0% 2.8% 1.3% 1.5% 121 1.6% 1.9% 1.8% 1.5%

Preferted Shares 8.4% 9.6°k 5.1% 7.1! 6.7% S.8% 8.3% 7.9% 82%
Convertible Debentures 0.6% 1.41 0.5% 0.5% 0.4% 0.4% 0.0% 0.0% 0.04'0

Shareholders'Equity 31_9% 27_8% 29_9% 32_4% 32_2% 31_8% 35.4/0 35_1% 34.7%

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Income Statement

Total Revenue 1,422.2 1,460.1 2,720.4 3,903.0 3,636.0 3,664.0 3,731.5 3,744.0 4,560.4 10.6%

EBITDA 495.9 521.1 816.4 1,061.0 1,063.0 1,150.0 1,169.5 1,291.8 1,490.5 12.9%

EBIT 3382 343.6 543.4 713.0 704.0 736.0 750.5 648.5 994.1 15.1
Net Earnings 1192 1432 187.4 252.5 262.0 281.0 302.5 330.4 378.0 11.8%

Cash Flow from Operations 3292 31613 490.0 622.0 676.0 734.0 795.0 837.9 914.4 72%

Note: Priced as of market close on April S, 2012.

Source: BMO Capital Markets, Company Reports
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1990 1995 2000 2005 2010 2009 2010 2011

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 27-Apr-09 = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 ~ 30 OP to R $32.971990 0.62 9 0.37 6.8 60 4.71 1.1 13 -May-11
1991 0.60 10 0.37 62 61 5.01 1.2 12 2 15-Jun-11 R to OP $31.35
1992 0.64 10 0.36 6.2 60 528 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12 3 21-Feb-12 OP to NR $32.38
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 42 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >1D0 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.1 D 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2:9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05. 1.2 6
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.59 21 1.12 3.3 69 19.D3 1.8 8
2011 1.66 20 1:16 3.5 69 20.73 1.6 8

Current* 1.69 19 1.20 3.7 71 20.73 1.6 6

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5 Year: 3.3 9.6 112
10 Year. 7.3 9.8 10,7
20 Year: 5.1 5.9 7.4

'" Current EPS is the 4 Quarter Trailing to Q4/2011

Page 3 •April 9, 2012
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Ben Pham, CFA, hereby certify that the. views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recoimnendations or views expressed in this
report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients:.
Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past
12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment baulcing services from this issuer within
the past 12 months.
Disclosure 5: BMO Capital Markets ar an affiliate received compensation for products ar services other than investment banking
services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp.., BMO CM Ltd. or an affiliate within the
past 12 months: Investment Banking Services & hon-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest in 1% or more of any class of the equity securities of this
issuer.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is approximately 19x our 2013E EPS estimate.
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (December 30, 2011)

Rating
Category BMO Rating

BMOCM US
Universe*

BMQCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Stannine
Universe

Buy Outperform 38.0% 10.3% 40.4% 40.7% 46.2% 56.2%
Hold Market Perform 60.3% 9.6% 59.6% 56.3% 52.2% 39.4%
Sell Unde erform 1.7%0 0.0% 0.0% 3.0% 1,6% 4.4%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
* * Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking services

as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Inveshnent Banking clients.
**** Reflects rating distribution of all companies covered Uy BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Inveshnent Banking services as

percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent
NR = Na rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight-Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocaptalmarkets.con~/Public/Company_Disclosure Public.aspx or write to Editorial Department, BMO Capital Markets, 3
Times Square, New York,. NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place,. Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets. com/documents/2009/prior_rating_sy stems.pdf

Dissemination of Research
Our research publications are available via our web site http://www.bmocm.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail Please contact your investment advisor or institutional salesperson for snore information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at
http:/hesearchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd, and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular inveshnent needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from ar sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on dais report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of flie Financial Services and Markets Act 2000 (Financial Promot]on) Order
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2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not Ue issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Burns Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

OO Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OO COPYRIGHT 2012 BMO CAPITAL MARKETS CORD
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Brief Research Note
Power &Utilities

(FTS-TSX)

Stock Rating: Outperform Benjamin Pham, CFA
Stock Price: $34.19 (416) 359-4061
Target Price: $34.50 Ben.Pham@bmo.com

Member of: Top 15 Income Stock Selections

Q1/12 Results Slightly Lower Than Expected

Impact Neutral

Details &Analysis Fortis reported Q1/12 results that were slightly lower than our estnnates

but in line with consensus. The company reported headline earnings of

$0.64 and comparable earnings of $0.66 after adjusting for one-time

acquisition costs associated with the proposed CH Energy transaction. The

variance vs. our estunate was largely due to lower-than expected earnings

contribution from FortisAlberta and FortisBC. Key highlights: (1) the

company reaffirmed capital expenditures of $13 billion in 2012 and ~$5.5

billion over the five-year period of 2012-2016. Notably, its 335 MW

expansion of the Waneta Dam (50% Fortis) is on track for an expected in-

service date of spring 2015; (2) regulatory filings were made recently with

the New York State Public Service Commission (Apri120) and the Federal

Energy Regulatory Comulission (Apri123) in connection with its proposed

acquisition of CH Energy Group. A CH Energy shareholder vote is

expected in mid-2012, with closing expected at the end of Q1/13; and (3)

the British Columbia Utilities Commission is currently moving forward

with a Cost of Capital proceeding regarding the appropriate allowed ROE

and deemed capital structure for utilities subject to its review, effective

January 1, 2013. A return to an ROE automatic adjustment (effective for

2014) will also be examined. We estimate that a 50 bps change in allowed

ROE at Fortis' B.C.-based utilities will impact its consolidated EPS by

$0.05.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1990 1995 2D00 2005 2010 20p9 2010 2011

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS - Rating as of 21-May-09 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 12 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60
6.8 60

4.45
4.71

1.3
1.1

14
13 1 30-May-11 OP to R $32.97

1991 0.60 10 0.37 6.2 61 5.01 1.2 12 2 15-Jun-11 R to OP $31.35
1992 0.64 10 0.38 6.2 60 5.28 1:2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12 3 21-Feb-12 OP to NR $32.38
1994
1995

0.62
0.63

10
11

0.42
0.43

6.5 68
fi.3 68

5.82
6.05

1.1
1.1

11
11 4 6-A r 12 NR to OP $32.11P

1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1996 0.45 21 0.45 4,7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0:84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 1 D
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
20D9 1.51 19 1.04 3.6 68 18.65 1.5 S
2010 1.60 21 1.12 3.3 69 19.03 1.8 9
2011 1.66 20 1.16 3.5 69 20.73 1.6 S

Current` 1.67 21 120 3.5 72 20.73 1.7 B

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5Year: 3.1 9.6 11.2
10 Year: 72 9.8 10.7
20 Year: 5.0 5.9 7.4

"Current EPS is the 4 Quarter Trailing to Q4/2011
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Analyst's Certification
I, Benjamin Pham, CFA, hereby certify that the views expressed in this report accurately reflect my personal views
about the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Ltd. are not registered as research
analysts with FINRA. These analysts may not be associated persons of BMO Capital Markets Corp. and therefore
may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services & Nnn-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest in 1% or more of any class of the equity
securities of this issuer.

Methodology and Risks to Price TargetNaluation
Methodology: Our target price is approximately 19x our 2013E EPS estimate.
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (March 31, 2012)
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BMOCM US
IB Clients***
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Hold Market Perform 60.0% 7.0% 47.9% 57.6% 51.0% 40.1%
Sell Underperfortn 2.4% 0.0% 0.0% 3.2% 0.7% 5.3%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperfoim the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchelobal.bmocapitalmarkets.com/Public/Company Disclosure Public.aspx or write to Editorial
Department, BMO Capital Markets, 3 Times Square,. New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researchelobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are mailable via our web site http://www.bmocm.comhesearch/. Institutional clients may
also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital
IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital Markets
client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please contact
your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in oiu
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn://researchelobal.bmocanitalmarkets.com/Public/Conflict Statement Public.aspx

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the.
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, ofFicers, directors or employees
have a long or short position in many of the securities discussed herein,. related securities or in options, futures or
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
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report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
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To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
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corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
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Fortis
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Income Stock Selections

Q1 -Onward and Upward

Event

Fortis reported Q1/12 results that were slightly lower than our estimates but in

line with consensus. The company reported headline earnings of $0.64 and

comparable earnings of $0.66 after adjusting for one-time acquisition costs

associated with the proposed CH Energy transaction: Comparable EPS were

slightly lower than our estimate of $0.69,. but generally consistent with Street

consensus of $0.67 per share. The variance vs. our estimate was largely due to

lower-than-expected earnings contribution from FortisAlberta, FortisBC Electric

and Fortis Properties,. partially offset by higher-than-expected results from Other

Canadian and its gas utility.

Impact

Neutral.

Forecasts

We have updated our financial model to reflect Q1/12 results and revised

assumptions. We are lowering our 2012 EPS estimate (f.d.) to $1.71 from $1.74

but increasing our 2013 estimate (f.d.) to $1.84 from $1.81.

Valuation

We have raised our 12-month target price by $1 to $35.50. Our target price of

$35.50 represents 19.2x 2013E EPS (from 19Ax previously) our revised 2013

EPS forecast, which is a premium to its peer group and towards the upper end of

its five-year historical trading range. We believe the premium is justified given

its superior earnings visibility and the secular reduction observed in 10-year

government of Canada bond yields.

Recommendation

We continue to rate the shares of Fortis Outperform.

May 3, 2012
Research Comment
Toronto, Ontario

Ben Pham, CFA
BMO Nesbitt Burns Inc.
(416) 359-4061
Ben.Pham@bmo.com

Price (2-May) $34.55 52-Week High $34.55
Target Price $35.501' 52-Week Low $28.24
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Price: High,Low,Close Earnings/Share

~ 1.6

35 ~ - ~

r- ~~ _~ "~
_- ~~~krrfr~ rrrrrE~C~i

30 it 1 ~

~I.~~r~F~~~~~~`rf~ f~ tr~~EF~~~r~ Ef25 ~

~t~~r
_'

zo ~ tz
20 r Volume (min) 1 20

,~ II II I~~~~II V VIII II IIIIIII II V III II II IIIIIIIII~II ~IIIII IIII I p

150 
FTS Relative to 58P(i5X Camp 

150

ioo too

50 50
zom zoos zoos zoia 211

Last Oata Point: May 1, 2012

(FY-Dec.) 2010A 2011A 2012E 2013E
EPS $1.60 $1.66 $1.71 $1.84T
P/E 20.2x 18.8x

CFPS $4.25 $4.38 $4.41 $4.44T
P/CEPS 7.8x 7.8x

Div. $1.12 $1.16 $1.20 $124
EV ($mm) $12,520 $12,558 $13,396 $15,802
EBITDA ($mm) $1,150.0 $1;169.5 $1,289.8 $1,493.5
EV/EBITDA 10.9x 10.7x 10.4x 10.6x

Quarterly EPS Q7 Q2 Q3 Q4
2010A $0.58 $0.32 $0.24 $0.49
2011A $0.67 $0.32 $024 $0.45
2012E $0.66a $0.34 $0.25 $0.48

Dividend $1.20 Yield 3.5%
Book Value $20.61 Price/Book 1.7x
Shares O/S (mm) 189.3 Mkt. Cap (mm) $6,539
Float O/S (mm) 189.3 Float Cap (mm) $6,539
Wkly Vol (OOOs) 2,620 Wkly $Vol (mm) $85.5
Net Debt ($mm) $5,867 Next Rep. Date Jul (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2012E
$1.75; 2013E: $1.81

Changes Annual EPS Annual CFPff Target
2012E $1.74 to $1.71 2012E $4.46 to $4.41 $34.50 to $35.50
2013E $1.81 to $1.84 2013E $4.43 to $4.44

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 6 to 8.



BMO Capital Markets Fortis

Q1 -Onward and Upward

• We are maintaining an Outperform rating on Fortis shares and increasing our 12-

month target price by $1 (~3%) to $35.50 in connection with our revised estimate and

target multiple. Despite bottom-line results that fell shy of our expectations,. Fortis' first-

quarter results reinforced the positive earnings momentum that the company has put in

place via ownership of several utility distribution businesses across Canada that possess

strong growth prospects. In our view, Fortis is well positioned to grow its EPS to $2.00

by 2015 while its significant exposure to low-risk utility operations should afford it shelter

from ongoing global macroeconomic headwinds. We are maintaining our Outperform

rating and increasing our 12-month target price by $1 to $35.50. Our target price of $35.50

represents 14.2x 2013E EPS (from 19.Ox previously) our revised 2013 EPS forecast, which

is a premium to its peer group and towards the upper end of its five-year historical trading

range. We believe the premium is justified given its superior earnings visibility (~90% of

Fortis' earnings arise from utility operations, the highest among its peers) and the secular

reduction observed in 10-year government of Canada bond yields.

• Reaffirming capital spending guidance. Against the backdrop of $229 million of capital

spending for the first quarter of 2012, the company reaffirmed its $13 billion capital budget

for 2012. The company's 2012 2016 capital spending outlook of $5.5 billion is also

unchanged with 64% expected to be incurred at the regulated electric utilities, 23% at

regulated gas utilities and 13% at its non-regulated operations.

• CH Energy: Regulatory filings were made recently with the New York State Public

Service Commission (Apri120) and the Federal Energy Regulatory Commission (Apri123)

in connection with its proposed acquisition of CH Energy Group. A CH Energy

shareholder vote is planned in mid-2012, with closing expected at the end of Q1/13. Our

outlook continues to asstune a $500 million common equity issue in early 2013.

• Waneta — on track: Fortis's $900 million Waneta dam expansion (51% interest) remains

on track for start-up in spring 2015. The company has completed the excavation of the

intake, powerhouse and power tunnels and has spent $290 million since construction began

in late 2010. Assuming that this project is financed with 35% equity and is capable of

generating a 10.5% ROE,. it could contribute up to $16.9 million in incremental earnings

when it is commissioned.

• Regulatory update: We expect 2012 to be relatively busy from a regulatory perspective.

The British Columbia Utilities Commission (BCUC) is currently moving forward with a

Cost of Capital proceeding regarding: (i) the appropriate allowed ROE and deemed capital

structure for a benchmark low-risk utility, effective January 1, 2013; (ii) the determination

of whether a return to an ROE automatic adjustment (effective for 2014) is warranted; (iii)

a generic methodology on how to establish each utility's cost of capital in reference to the

cost of capital for a benchmark low-risk utility; and (iv) a methodology to establish a

deemed capital structure and deemed cost of capital. The BCUC also issued in April its

decision on FortisBC Energy's 2012-2013 rate application. In addition to the above

regulatory initiatives, a number of Fortis' utilities have submitted rate filings or are

expecting rate decisions this year:

Page 2 •May 3, 2012 
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BMO Capital Markets Fortis

■ In Apri12012, the FortisBC Energy utilities re-filed their application with the BCUC to

amalgamate into one legal entity. In late 2011, the utilities suspended their application

in order to provide additional infoi7nation to the BCUC, as requested. In addition to

BCUC approval, the amalgamation requires the consent of the Government of British

Columbia.

■ In November 2011, FortisBC Electric filed an updated 2012-2013 Revenue

Requirement Application, reflecting a return on estimated mid-year net rate base of

$1,146 million in 2012 and $1,215 million in 2013. An oral hearing occurred in March

2012 and a decision on the rate application is expected in mid-2012.

■ In April 2012, the Alberta Utilities Coirunission (AUC) approved FortisAlberta's

negotiated settlement for 2012 distribution revenue requirements, reflecting a forecast

mid-year rate base of $2,025 million. The AUC continues to explore the

implementation of Performance Based Regulation. A hearing commenced in April

2012 and a decision is expected in 2012.

■ In March 2012, Newfoundland Power filed a Cost of Capital Application with the PUB

to discontinue the use of the current ROE adjustment mechanism and to approve a

reasonable rate of return on average rate base for 2012. A public hearing on the

application is currently scheduled for June 2012.

■ Maritime Electric plans to file an application with the Regulatory & Appeals

Commission in fall 2012 for 2013 rates and allowed ROE.

• Liquidity and resources: At quarter-end, the company had $110 million of cash and

consolidated credit facilities of roughly $2.2 billion, of which $2.0 billion was available,

including $769 million unused under its $800 million corporate committed revolving credit

facility. Moreover, Fortis has requested an increase in the. amount available for borrowing

under its corporate credit facility to $1 billion from $800 million, which will enhance its

liquidity position. Fortis expects the increase to be available in May 2012.

• Revised estimates: We have updated our financial model to reflect Q1/12 results and
revised assumptions. We are lowering our 2012 EPS estimate (f.d.) to $1.71 from $1.74
but increasing our 2013 estimate (f.d.) to $1.84 from $1.81 (reflecting a lower run-rate for
corporate costs).

• Valuation: We are maintaining an Outperform rating on Fortis shales and increasing our

target price by $1 (~3%) to $35.50. At current prices,. we believe that Fortis shares are

reasonably valued, trading at a P/E multiple of 18.7x our 2013 estimate, which is a

premium to its peer group and towards the upper end of its five-year histarical trading

range. We believe the premium is justified given its superior earnings visibility (~90% of

Fortis' earnings arise from utility operations, the highest among its peers) and the secular

reduction observed in 10-year government of Canada bond yields.
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Exhibit 1: FTS - P/E, Share Price and Target P/E
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• First-quarter results: Fortis reported Q1/12 results that were slightly lower than our

estimates but in line with consensus. The company reported headline earnings of $0.64

and comparable earnings of $0.66 after adjusting for one-time acquisition costs

associated with the proposed CH Energy transaction. Comparable EPS were slightly

lower than our estimate of $0.69, but generally consistent with Street consensus of $0.67

per share. The variance vs. our estimate was largely due to lower-than expected earnings

contribution from FortisAlberta, FortisBC Electric and Fortis Properties, partially offset

by higher-than-expected results from Other Canadian and its gas utility. (Table 1). Our

annual estimates are set out in Table 2.

Table 1: Earnings by Business Segment

Q1/72 Q7/12E Q1/11
($mm) ($mm) ($mm)

Regulated Gas Utilities - Canadian
Fortis BC Energy Companies 82.0 79.8 75.0

Regulated Electric Utilities - Canadian
FortisAlberta 21.0 23.2 21.0

FartisBC 16.0 20.5 19.Q

Newfoundland Power 7.0 7.1 6.D

Other Canadian 7.0 5.8 6.0
51.0 56.7 52.0

Regulated Electric Utilities - Caribbean 3.0 3.6 4.0

Non-Regulated -Fortis Generation 5.0 4.9 3.0

Non-Regulated -Fortis Properties 1.0 2.6 1.0

Cor orate and Other ~'~ (17.0) (17.4) (19.0)

Net Earnings Applicable to Common Shares 125.0 130.1 116.0

Average Shares 189.D 187.9 175.0

Adjusted EPS (basic) $0.66 $0.69 $0.66

Note: (1) Q1/12 Corporate costs exclude $4 million of acquisition-related expenses associated

with CH Energy transaction

Source: BMO Capital Markets, Company Reports
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Table 2: Consolidated Summary Sheet

IS~tO Q C::ipipd ~larkt+ls

Fortis Inc. (FTS)

Outperform
12-Month Target Pnce: $35.50

Analyst: Ben Pham, CFA
(416) 359-0061

Current Price: $34.55

ROR: 6.2%

Year Ending December 31
CAGR
2011A-

2005 2006 2007 2008 2009 2010 2011 2012E 2013E 2013E

Total Basic Earnings Per Share $7,17 $1.38 $1.36 $1.60 $1.54 $7.63 $1.67 $1.73 $1.86 5.7%

Total Diluted Earnings Per Share $1.10 $1.33 $129 $1.56 $1.51 $1.60 $1.66 $1.71 $1.84 5.4%

First Call Consensus $1.76 $1.82

Segmented EPS

Newfoundland Power $029 $029 $022 $0.20 $0.19 $020 $0.19 $0.18 $0.17

Other Canadian $0.12 $0.13 $0.77 $0.10 $0.10 $0.11 $0.72 $0.12 $0.11

Fortis Properties $0.14 $0.15 $0.15 $0.15 $D.14 $0.15 $0.13 $0.13 $0.13

Forts Generation $021 $025 $0.77 $0.19 $0.09 $0.12 $0.10 $0.10 $0.09

Fortis Caribbean $0.18 $023 $024 $0.19 $0.15 $0.73 $0.11 $0.10 $x.11

FortisAlberta $0.30 $0.40 $0.35 $029 $0.35 $0.39 $x.40 $0.42 $0:43

FortisBC $0.24 $026 $023 $022 $022 $024 $0.28 $0.24 $025

Terasen lnc. $0.00 $0.00 $0.31 $0.71 $0.72 $0.73 $0.77 $0.79 $0.74

U.S. Utilities $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $023

OFher/Corporate ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.4~ ($0.41) ($0.34) ($0.39)

Dividends $O.fi1 $0.67 X0.82 $1.03 $1.04 $1.12 $t.i6 $120 $1.24 3.4%

Payout Ratio 52.3% 48.41 602% 642% 67.6% 68.9% 69.6% 69.3% 66.6%
Ave2ge Shares (mm) 101.8 103.6 137.6 157.4 170.2 772.9 181.6 169.7 208.3

Net Book Value $11.76 $1226 $16.72 $18.00 $16.64 $18.95 $20.53 $21.16 $22.70

Market Valuation

Price: High $25.64 $30.00 $30.00 $29.94 $28.Bfi $3420 $35.15 - -

Price: Low $17.00 $20.36 $24.50 $20.70 $21:62 $25.67 $32.67 - -

Pnce: Current - - - - - - - $34.55

P/E Ratio: High 23.3 22.5 23.3 192 19.1 21.3 212 - -

P!E Ratio: Low 15.4 15.3 19.0 132 14.3 1fi.0 19.7 - -

P/E Ratio: Current - - - - - - - 202 18.7

EV/EBITDA: High 10.5 12.3 12.5 t0.4 10.9 11.3 11.5 - -

EV/EBITDA: Low 8.7 10.4 11.6 9.1 9.8 10.0 11.1 - -

EV/EBITDA: Current - - - - - - - 10.9 10.8

Yield: High Price 2.4% 2.2% 2.7% 3.4% 3.6% 3.3% 3.3% - -

Yield: Low Price 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% 3.6h - -

Yield: Current 3:5% 3.6%

Balance Shee[ ($mm)

Debt (S-'n 80.3 162.5 911.0 650.E 639.4 414.0 265.0 260.5 454.4
Dett (L-n 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,679.0 6,100.0 7,106.1

Minoritylnterest 39.6 130.0 115.0 145.0 123.0 162.0 208.0 208.0 208.0

Preferred Shares 319.5 442.0 442.0 667.0 667.0 912.0 912.0 912.0 1,112.0

Convertible Debentures 22.3 63.5 45.0 44.0 44.0 44.0 0.0 0.0 0.0

Shareholders' Equity 1 213.4 1275.7 2.600.7 35.7 3 12.7 3 35:0 3.877.0 4.034.9 4 7~ 26.8

3,808.8 4,588.1 8,691.7 9,391.7 9,902.7 10,402.0 10,941.0 11,515.4 73,6092

balance Sheet (% )

Debt (S-n 2.1% 4.0% 10.51 6.9% 6.5% 4.0% 2.4% 2.3% 3.3%

Debt (L-n 56.0% 54.4% 52.7% 51.5% 52.9% 53.5% 51.9% 53.0% 52.2%

Minority Interest 1.0% 2.8% 1.3% 1.5% 1.2% 1.6% 1.9% 1.8% 1.5%

Preferred Shares 8.4% 9.6% 5.7% 7.7% 67% 8.8% 8.3% 7.9% 82%

Convertible Debentures 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.0% 0.0% 0.0%

Shareholders'Equity 31_9% 27_B% 29_9% 32.4% 32_2% 31_8% 35_4% 35_0% 34.7%

~oo.oi ~oo.o mo.oi ~oo.oi ~oo.o~ ioo.oi ioo.oi ~oo.o~ ~oo.oi

Income Statement

Total Revenue 1,4222 7,460.1 2,720.4 3,903.0 3,636.0 3,664.0 3,731.5 3,744.0 4,559.4 10.5%

EBITDA 495.9 521.1 81fi.4 1,061.0 1,063.0 1,150.0 1,769.5 1,289.8 1,493.5 13.0%

EBIT 338.2 343.6 543.4 713.0 704.0 736.0 750.5 846.5 997.1 15.3%

Net Earnings 119.2 143.2 187.4 252.5 262.0 281.0 302.5 328.7 387.6 132%

Cash Flow from Operations 3292 316.3 490.0 622.0 fi76.0 734.0 795.0 8362 923.9 7.8%

Note: Priced as of market close on May 2, 2012.

Source: BMO Capital Markets, Company Repods
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F ~ EPS (4 Qtr Trailing)
PricelEarnings ~2

~ ~

40

~20 1.8~

D 1.6
1990 1995 2000 2005 2010 2009

FYE EPS PIE DPS Yield Payout BV P/B ROE
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 fi0 4.16 1.2 14
1989 0.59 10 0.36 6.3 60 4.45 1.3 14
1990 0.62 9 0.37 6.8 60 4.71 1.1 13
1991 0.60 10 0.37 6.2 61 5.01 1.2 12
1992 0.64 10 0.38 62 60 5.28 1.2 12
1993 0.64 11 0.40 5.6 63 5.53 1.3 12
1994 0.62 10 0.42 6.5 68 5.82 1.1 11
1995 0.63 11 0.43 6.3 68 6.05 1.1 11
1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
20D8 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.60 21 1.12 3.3 69 19.03 1.8 9
2011 1.66 20 1.16 3.5 69 20.73 1.6 8

Current" 1.67 21 1.20 3.5 72 20.73 1.7 8

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5Year. 3.1 9.6 11.2
10 Year: 7.2 9.8 10.7
20 Year: 5.0 5.9 7.4

*CurrentEPS is the4 Quarter Trailing to Q4/2011.
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2010 2011

FTS - Rating as of 21-May-09 = OP

Date Rating Change Share Price

1 30-May-11 OP to R $32.97

2 15-Jun-11 R to OP $31.35

3 21-Feb-12 OP to NR $32.38

4 6-Apr-12 NR [o OP $32.11

Last Daily Data Point: May 1, 2012
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IMPORTANT DISCLOSURES

Fortis

Analyst's Certification
I, Ben Pram, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this
report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Ltd. are not registered as research analysts with FINRA. These analysts
may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472
restrictions on communications with a subject company, public appearances and trading securities held by axesearch analyst account.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investrnent banking services with respect to this issuer within the past 12 monti~s.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer withui the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than investment banking services withni the past 12
months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12 months:
Investment Banking Services &Non-Securities Related Services.
Disclosure 8: BMO Capital Markets ar an affiliate has a financial interest in 1% or more of any class of the equity securities of this issuer.

Methodology and Risks to Price Target/Valuation
Methodology:. Qur target price is approxunately 19.2x our 2013E EPS estimate.
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (March 31, 2012)
Rating

Category BMO Rating
BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starmine
Universe

Buy Outperform 37.7% 12.1% 52.1% 39.2% 48.3% 54.6%
Hold Market Perform 60.0% 7.0°fo 47.9% 57.6% 51.0% 40.1%
Sell Underperfonn 2.4% 0.0% 0.0% 3.2% 0.7% 5.3%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity reseazch analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services as

percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Backing services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Farecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative inveshnent;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500,. Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure Public.aspx or write to Editorial Deparhnent, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets.com/documents/2009/prior rating_systems.pdf

Dissemination of Research
Our research publications are available via our web site http://www.bmocm.coin/research/. Institutional clients may also receive our research via
FIRST CALL;.. FIRST CALL Research Direct,. Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.coin. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing

conflicts of interest in connection with investment research which is available at
http://researchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale ann of Balilc of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.5. BMO Nesbitt. Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates: Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide. other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions,. estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The inforniation in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., ~liates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so tUrough BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, famish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Secarities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets. Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling withni Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Bums. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

0 Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2012 BMO CAPITAL MARKETS CORD

A member of BMO ~ Financial Group
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Stock Rating: Outperform
Industry Rating: Market Perform

June 6, 2012
Research Fact Sheet
Power &Utilities

Ben Pham, CFA
(416) 359-4061
Ben.Pham@bmo.com
Assoc: Adam Johnson, CA

FY-Dec.l 2010A 2011A 2012E 2013E

Price (6-Jun) $33.79 52-Week High $34.98 EPS $1.60 $1.66 $1.71 $1.82
Target Price $35.00 52-Week Low $28.24 P/E 19.8x 18.6x

Dividend $1.20 Book Value $20.61 CFPS $4.25 $4.38 $4.41 $4.39
Yield 3.6% Price/Book 1.6x P/CEPS 7.7x 7.7x

Shares O/S (mm) 189.3 Mkt. Cap ($mm) $6,396 Div. $1.12 $1.16 $1.20 $1.24
Float O/S (mm) 189.3 Float Cap ($mm) $6,396 EV ($mm) $12,187 $12,996 $13,893 $15,929
Wkly Vol (OOOs) 2,533 Wkly $Vol (mm) $82.7 EBITDA ($mm) $1,150.0 $1,169.5 $1,290.1 $1,495.4
Net Debt ($mm) $5,867 Next Rep. Date Jul (E) EV/EBITDA 10.6x 11.1x 10.8x 10.7x

Quarterly EPS Q1 Q2 Q3 Q4 ROE (%) 8.5% 7.8% 8.1% 8.1%
2010A $0.58 $0.32 $0.24 $0.49 Book Value ($) $18.95 $20.53 $21.16 $22.82
2011A $0.67 $0.32 $0.24 $0.45 D/Tot. Cap. (%) 57.9% 54.3% 55.2% 54.5%
2012E $0.66 a $0.34 $0.25 $0.48 Reg. ROE (°/a) na na na na

NotBS: All values in C$; EPS estimates are diluted; Quarterly numbers are basic DiSCIOSU~eS: 1, 2, 3, 4, 5, 6AC, 8
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Company Description -Fortis Inc. (Fortis) is a publicly FortisAlberta (100%), FortisBC (100%) and the FortisBC

listed holding company will four key businesses: electric Energy Companies (100%, British Columbia). Website:

utility operations, regulated natural gas distribution, non- fortisinacom

regulated electric power generation and non-utility property Recent Results -Fortis reported Q1/12 results that were
activities. Gas and electric utility operations include slightly lower than our estunates but in line with consensus
Newfoundland Power (100%), Maritime Electric (100%, (adjusted EPS of $0.66 vs. our estimate of $0.69 and
PEI), Fortis Ontario (100%), Caribbean Utilities (59.5%, consensus of $0.67).
Grand Cayman Island), Turks and Caicos (100%),
This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to the back pages.



Corporate Developments — Regulatory filings were made
with the New York State Public Service Commission (April
20) and the Federal Energy Regulatory Commission (April
23) regarding the company's previously announced
proposed acquisition of CH Energy Group, an energy
delivery company whose main business is an electric and
natural gas tranmission and distribution utility in New
York's Mid-Hudson Valley region. Pending regulatory
approval and a shareholder vote in June 2012, the
h~ansaction is expected to close in Q1/13.

On May 23, S&P affirmed Fortis's A- credit rating and
revised its outlook on the company to Stable from
CreditWatch with negative unplications. S&P's outlook
assumes that Fortis will finance the CH Energy Group
acquisition with at least $600 million in camman shares and
$250 million in preferred shares. Management has
confirmed that it will finance the transaction in conformance
with S&P's assumptions in order to keep its A- credit rating

Research Fact Sheet

intact, but noted that a portion of the proceeds will also be
used to finance the company's 51% interest in the Waneta
Dam hydro project, which is currently under development
and is expected to be commissioned in spring 2015.

The company reaffirmed its 2012 capital budget at $1.3
billion and it continues to target total investment of $5.5
billion during the next five years. Approximately 64% of
the total relates to the regulated electric utilities, 23%relates
to the regulated gas utilities and 13%relates to Fortis' non-
regulated businesses.

Forecasts — We are forecasting EPS (f.d.) of $1.71 and
$1.82 for 2012 and 2013, respectively.

Valuation —Our target price of $35 is based 19.2x 2013E
EPS.

Recommendation — At current levels, we believe the shares
of Fortis are attractively valued. Our rating is Outperform.

BMO Q Capital Markets
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1990 1995 2000 2005 2010 2009 2010 2011

FYE EPS P/E DPS Yield Payout BV P/B ROE
°/a

FTS - Rating as of 30-Jun-09 = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1985 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60 4.45
6.8 60 4.71

1.3
1.1

14
73 1 30-May-11 OP to R $32-.97

1991 0.60 10 0.37 62 61 5.01 1.2 12 2 15-Jun-11 R to OP $31.35
1992
1993

0.64
0.64

10
11

0.38
0.40

62 60 528
5.6 63 5.53

1.2
1.3

12
12 3 21-Feb-12 OP to NR $32.38

1994
1995

0.62
0.63

10
11

0.42
0.43

6.5 68 5.82
6.3 68 6.05

1.1
1:1

11
11 4 6-Apr-12 NR to OP $32.11

1996 0.59 14 0.43 5.1 73 6.21 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.60 21 1.12 3.3 69 19.03 1.8 9
2011 1.66 20 1.16 3.5 69 20.73 1.6 8

Current* 1.67 20 120 3.6 72 20.61 1.6 8

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5 Year: 3.0 7.4 11.1
10 Year: 7.1 9.4 10.6
20 Year: 5.0 6.1 7.3

* Current EPS is the 4 Quarter Trailing to Q1/2012
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Disclosure Statement

Analyst's Certification
I, Ben Pham, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in
this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estnnates, and service to clients.
Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Ltd. are not registered as research analysts with FINRA. These analysts
may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472
restrictions on coimnunications with a subject company, public appearances and trading securities held by a research analyst account.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is approximately 19.2x our 2013E EPS estimate.
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies.
Changes in regulation may adversely affect performance.

Company Specific Disclosure
Disclosure l: BMO Capital Markets has midertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 monflis.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within the past 12
months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than inveshnent banking services within the
past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the past 12
months: Investment Banking Services &Non-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest in 1% or more of any class of the equity securities of this issuer.

Distribution of Ratings (March 31, 2012)

Rating.
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Staruiiiie
Universe

Buy Ou erform 37.7% 12.1% 52.1% 39.2% 483% 54.6%
Hold Market Perform 60.0% 7.0% 47.9% 57.6% 51.0% 40.1%
Sell Underperform 2.4% 0.0% 0.0% 3.2% 0.7°/a 5.3%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking

services as percentage of Investment Baiilcing clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services

as percentage of Investment Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for
each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small,
growth, value, income, quantitative; and US large, US small) have replaced the Top Pick rating.
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BMO Capital Markets Disclosure Statement

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchelobal.bmocapitalmarkets.com/Public/Compan~,Disclosure Public.as~ or write to Editorial Deparhnent, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.

Prior BMO Capital Markets Ratings Systems
httu://researcheloUal.bmocanitalmarkets.com/documents/2009/prior rating systems.odf

Dissemination of Research
Our research publications are available via our web site htt~//www.bmocm.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same tune to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investrnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with inveshnent research which is available at
htto://researchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.as~.

General Disclaimer
"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale ann of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Mazkets Ltd. in the U.K. and BMO Capital Markets Corp. in
the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bvllc of Montreal or its subsidiaries
(`BMO Financial Group") bas lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets.
The opinions, estunates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to
change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are
reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that
is not reflected in this report. The information in this report is not. intended to be used as the primary basis of investment decisions, and because of
individual client objectives,. should not be conshued as advice designed to meet the particular investment needs of any investor. This material is for
information purposes only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy
from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options, futures or other
derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates inay have a conflict of interest and should
not rely solely on this report in evaluating whether ar not to buy or sell securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Bums Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Bw~ns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Bums Securities Ltd., affiliates of BMO NB, furnish this report to U.S.
residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person
wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns
Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed onto, (I) persons who have professional
experience in matters relating. to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co, Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Gorp. S.A., BMO Nesbitt Bums Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Bums Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Bums Ltee/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Bums" is a registered trademark of BMO Nesbitt Bums Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

O Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
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FOI"tIS
(FTS-TSX)

Stock Rating: Outperform
Stock Price: $32.58
Target Price: $35.00

Member of: Top 15 Income Stock Selections

CH Energy Shareholders Approve Acquisition

Impact Neutral

June 19, 2012
Brief Research Note
Power &Utilities

Ben Pham, CFA
(416) 359-4061
Ben.Pham@bmo.com
Assoc: Adam Johnson, CA

Details &Analysis Fortis has announced that the shareholders of CH Energy Group have

voted in favour of the merger agreement under which Fortis will acquire

100% of CH Energy far US$65.00 per share, for an aggregate purchase

consideration of ~US$1.5 billion (including assumed debt of US$500

million). The transaction remains subject to regulatory approvals from the

New York State Public Service Commission and the Federal Energy

Regulatory Commission. (Fortis previously submitted filings to launch the

regulatory review process with these bodies in April.) Shareholder

approval was in line with expectations and we continue to assume new

common equity in the amount of $600 million in order to complete the

transaction, which, pending approvals and closing conditions, is expected

to close by the end of Q1/13.

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a
research analysts) under FINRA rules. For disclosure statements, including the Analysts Certification, please refer to
pages 2 to 5.
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1990 1995 2000 2005 2010 2010 2011 2012

FYE EPS P/E DPS Yield Payout BV P/B ROE F1'S - Rating as of 8-Jul-09 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 60
6.8 60

4.45
4.71

7.3
1.1

14
13 1 30-May-11 OP to R $32.97

1991 0.60 70 0.37 6.2 61 5.01 1.2 12 2 15-Jun-11 R to OP $31.35
1992
1993

0.64
0.64

10
11

0.38
0.40

6.2 60
5.6 63

5.28
5.53

1.2
1.3

12
12 3 21-Feb-12 OP to NR $32.38

1994
1995

0.62
0.63

10
11

0.42
0.43

6.5 68
6.3 68

5.82
6.05

1.1
1.1

11
11 4 6-A r 12 NR to OP $32.11P

1996 0.59 14 0.43 5.1 73 621 1.4 10
1997 0.60 18 0.44 4.2 74 6.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.D5 1.2 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.fi0 21 1.12 3.3 69 19.03 1.8 9
2011 1.fi6 20 1.16 3.5 69 20.73 1.6 8

Current* 1.67 20 120 3.6 72 20.61 1.6 8

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5 Year: 3.0 7.4 11.1
10 Year: 7.1 9.4 10.6
20 Year: 5.0 6.1 7.3

'Current EPS is the 4 Quarter Trailing to Q1/2012
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Ben Pharn, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about
the subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly ar
indirectly, related to the specific recommendations or views expressed in this report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of
BMO Capital Markets and their affiliates, which includes the overall profitability of investment banking services.
Compensation for research is based on effectiveness. in generating new ideas and in communication of ideas to
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Ltd. are not registered as research
analysts with F1NRE1. These analysts may not be associated persons of BMO Capital Markets Corp. and therefore
may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the
past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the
past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this
issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from
this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other than
investment banking services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an
affiliate within the past 12 months: Investment Banking Services &Non-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest in 1% or more of any class of the equity
securities of this issuer.

Methodology and Risks to Price TargetNaluation
Methodology: Our target price is approximately 19.2x our 2013E EPS estimate.
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman
Islands &Belize) agencies. Changes in regulation may adversely affect performance.

Distribution of Ratings (March 31, 2012)

Rating
Cate o BMO Ratin

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients***~*

Starmine
Universe

Bu Ou erform 37.7% 12.1% 52.1% 39.2% 48.3% 54.6%
Hold Market Perform 60.0% 7.0% 47.9% 57.6% 51.0% 40.1%
Sell Underperfonn 2.4% 0.0% 0.0% 3.2% 0.7% 5.3%

* Reflects rating distribution of all companies covered Uy BMO Capital Markets Corp. equity research
analysts.

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage within ratings category.

*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received
compensation for Investment Banking services as percentage of Investment Banking clients.

* * * * Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
*~*'~* Reflects rating distribution of all companies from which BMO Capital Markets has received

compensation for Investment Banking services as percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;
(Sj =speculative investment;
NR = No rating at this time;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benclunark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq
Composite, as appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best
ideas according to different objectives (Canadian large, small, growth, value, income, quantitative; and US large, US
small) have replaced the Top. Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://research~lobal.bmocapitalmarkets.com/Public/Compan~Disclosure Public.as~ ar write to Editorial
Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 ar Editorial Department, BMO Capital
Markets, l First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BMO Capital Markets Ratings Systems
httn://researchelobal.bmocanitalmarkets.com/documents/2009/prior ratine systems.ndf

Dissemination of Research
Our research publications are available via our web site httn://www.bmocm.com/research/. Institutional clients may
also receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital
IQ, and TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital Markets
client groups entitled to our research. Additional dissemination may occur via email or regular mail. Please contact
your investment advisor or institutional salesperson for snore information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our
public facing policy for managing conflicts of interest in connection with investment research which is available at
httn:/hesearchalobal.bmocaoitalmarkets.com/Public/Conflict Statement Public.asox

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the
wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd.,
BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO
Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO
Financial Group") has lending arrangements with, ar provide other remunerated services to, many issuers covered
by BMO Capital Markets. The opinions, estimates and projections contained in this report are those ofBMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain
information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation
or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained
herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report.
The information in this report is not intended to be used as the primary basis of investment decisions, and because of
individual client objectives, should not be construed as advice designed to meet the particular investment needs of
any investor. This material is for information purposes only and is not an offer to sell or the solicitation of an offer to
buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers
mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees
have a long or short position in many of the securities discussed herein, related securities or in options, futures ar
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other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell
securities of issuers discussed herein.
Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital
Markets Corp., furnish this report to Canadian residents and accept responsibility for the contents herein subject to
the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this
report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB,
furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it
refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed
herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and
regulated by the Financial Services Authority. The contents hereof are intended solely for the use of, and may only
be issued or passed on to, (I) persons who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
"Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together
referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or
passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Lt~e/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

OCOPYRIGHT 2012 BMO CAPITAL MARKETS CORD
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FOf'"tIS
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Income Stock Selections

Coverage Resumed With Outperform Rating

Event
We are resuming coverage of FTS with an Outperform rating after coining off

restriction after closing of its $601. million subscription receipts offering. The

offering of 18.5 million subscription receipts (9.8% to share count) will be used,

subsequent to receipt of all required approvals (expected by the end of Q1/13),

to finance a portion of the previously announced acquisition of CH Energy

Group for US$1.5 billion. The offering was largely expected, although we had

assumed a Q1/13 time frame. While the offering is a bit sooner than expected,

and thus leading to dilution to our 2012 outlook, this removes the equity

overhang that we believe has largely placed a damper on recent stock price

perfarmance, and has returned FTS closer to breakeven YTD. We believe FTS

remains well positioned to grow its EPS to $2.00 by 2015 while its ~90%

exposure to low-risk utility operations should afford it shelter from ongoing

global macroeconomic headwinds.

Impact

Neutral.

Forecasts
Our 2012 EFS (fd) is tweaked down two pennies owing to differences in

expected timing, while our 2013E EPS (fd) increases to $1.83 from $1.82.

Valuation

Our target price of $35 is unchanged and represents 19.2x our 2013E EPS.

Recommendation

With the recent stock price weakness coupled with a sizable unchanged $5.5

billion organic growth program through 2016, our bias on the stock remains

positive. We are maintaining our Outperform rating with over 12% total return

potential.

Changes AnnualEPS AnnuaICFPS
2012E $1.71 to $1.69 2012E $4.41 to $4.26
2013E $1.82 to $1.83 2013E $4.39 to $4.41

June 29, 2012
Research Comment
Toronto, Ontario

Ben Pham, CFA
BMO Nesbitt Burns Inc.
(416) 359-4061
Ben.Pham@bmo.com
Assoc: Adam Johnson, CA

Price (28,Jun) $32.09 52-Week High $34.98
Target Price $35.00 52-Week Low $28.24

Fortis Inc. (FTS)
Prlce: High,Low,Close Earnings/Share
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(FY-Dec.) 2010A 2011A 2012E 2013E

EPS $1.60 $1.66 $1.69 $1.83'
P/E 19.Ox 17.5x

CFPS $4.25 $4.38 $4.26 $4.41T
P/CFPS 7.5x 7.3x

Div. $1.12 $1.16 $1.20 $1.24
EV ($mm) $12,187 $12,996 $13,302 $15,563
EBITDA ($mm) $1,150.0 $1,169.5 $1,290.1 $1,495.4
EV/EBITDA 10.6x 11.1x 10.3x 10.4x

Quarterly EPS Q1 Q2 Q3 Q4
2010A $0.58 $0.32 $0.24 $0.49
2011A $0.67 $0.32 $0.24 $0.45
2012E $0.66a $0:34 $0.25 $0.48

Dividend $1.20 Yield 3.7%
Book Value $20.61 Price/Book 1.6x
Shares O/S (mm) 189.3 Mkt. Cap (mm) $6,074
Float O/S (mm) 189.3 Float Cap (mm) $6,074
Wkly Vol (OOOs) 2,591 Wkly $Vol (mm) $84.8
Net Debt ($mm) $5,867 Next Rep. Date Jul (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2012E
$1.73; 2013E: $1.84

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 3 to 6.
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Table 1: Consolidated Summary Sheet

B~tO Q Capital \Inrkcts

Fortis Inc. (FTS)

Fortis

Outperform
12-Month Target Pnce: $35.00

Analyst Ben Pham, CFA
(416) 359-0061

Current Pnce: $32.28

ROR: 12.1

Year Ending December 3l
CAGR
2017A-

2005 2006 207 2008 2009 2010 2011 2012E 2073E 2013E

Total Basic Earnings Per Share $1.17 $7.38 $1.36 $1.60 $1.54 $1.63 $1.67 $1.71 $1.85 5.4%
Total Diluted Earnings Per Share $1.10 $1.33 $129 $1.56 $1.51 $1.60 $1.66 $1.69 $1.83 5.1
First Call Consensus $7.71 $1.83
Segmented EPS

Newfoundland Power $029 $0.29 $022 $020 $x.19 $020 $0.19 $D.17 $0.17
Other Canadian $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.12 $0.11 $0.11
Fortis Properties $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.13 $0.12 $0.13
Fortis Generation $0.21 $025 $0.17 $0.19 $0.09 $0.12 $0.10 $0.09 $0.09
Fortis Caribbean $0.18 $0.23 $0.24 $x,19 $0.15 $0.13 $0.11 $0.09 $0.11

FortisAlberta $0.30 $0.40 $6.35 $029 $0.35 $0.39 $0.40 $0.40 $0.43
FortisBC $0.24 $0.26 $023 $022 $022 $024 $026 $023 $025

Terasen Inc. $0.00 $0.00 $0.3i $0.71 $0.72 $0.73 $0.77 $0.75 $0.73
U.S. Utllities $0.00 $0.~0 $0.00 $0.00 $0.00 $0.00 $O.DO $0.00 $0.22

OihedCorporate ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.41) ($026) ($0.38)
Dividends $0.61 $0.67 $0.82 $1.03 $1.04 $7.12 $1.16 $120 $124 3.4~
Payout Ratio 52.3% 48.4% 602% 64.2% 67.6% 68.9% 69.6% 70.3% 67.0%
Average Shares (mm) 101.8 103.6 137.6 157.4 170.2 172.9 181.6 199.0 210.2
Net Book Value $17.76 $1226 $16.72 $18.00 $18.64 $18.95 $20.53 $22.18 $22.89

Market Valuation

Price: High $25.64 $30.00 $30.00 $29.94 $28.86 $3420 $35.15 - -
Price: Low $17.00 $20.36 $24.50 $20.70 $21.62 $25.67 $32.67 - -

Price: Current - - - - - - - $3226 -

P/E Rado: High 23.3 22.5 23.3 192 19.1 21.3 212 - -
P/E Ratio: Low 15.4 15.3 79.0 132 143 16.0 19.7 - -

P/E Ratio; Current - - - - - - - 19.1 17.6
EV/EBITDA: High 10.5 12.3 12.5 10.4 10.9 11.3 11.5 - -
EV/EBITDA: Low 8.7 10.4 11.6 9.1 9.8 10.0 11.1 - -

EV/EBITDA: Current - - - - - - - 16.3 10.4
Yield: High Price 2.4% 22% 2.7% 3.4% 3.6% 3.3% 3.3% - -

~eld: Low Price 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% 3.6% - -
Yield: Current 37% 3.8%

Balance Shee[ ($mm)

Debt (5-Tj 80.3 182.5 911.0 650.0 639.0 414.0 265.0 (343.1) 451.0
debt (L-n 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,679.0 6,100.0 6,956.1

Minority Interest 39.6 130.0 115.0 145.0 123.0 162.0 208.0 208.0 208.0
Preferred Shares 319.5 442.0 442.0 667.0 667.0 912.0 912.0 9Y2.0 1,162.0

Convertible Debentures 22.3 83.5 45.0 44.0 44.0 44.0 0.0 0.0 0.0
Shareholders' Equity 1 213.4 1 275.7 2 6~ 00.7 3 045.7 3 12.7 3 305.0 3 877:0 4 6~~9 0 4 8~ 32.7

3,868.8 4,588.1 8,691,7 9,391.7 9,902.7 10,402.0 10,941.0 11,515.9 13,609.8
Balance Sheet (%)

Debt (5-T) 2.1% 4.0°h 10.5% 6.9% 6.5% 4.0°h 2.4% 3.0% 3.3%
Debt (l-n 56.0% 54.4% 52.7°l0 51.5% 52.9% 53.5% 51.9% 53.0% 51.1%

Minority Interest y.o~ 2.8% 1.3% 1.5% 1.2% 1.6% 1.9% 1.8% 1.Sh
Preferred Shares 8.4% 9.6% 5.1% 7.1% 67% 8.8% 8.3% 7.9% 8.5%

Convertible Debentures 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% O.OYO 0.0% 0.0%
Shareholders'Equity 31_9% 27_8% 29_9% 32.4% 322P/o 31_8% 35_4% 40_3% 35_5%

10.0% 100.0% 100.0% 100.0°h 700.0% 10.0% 100.0% 100.0% 100.0%

Income Statement
Total Revenue 1,4222 7,460.1 2,720.4 3,903.0 3,636.0 3,664.0 3,731.5 3,779.5 4,596.9 11.0%

EBITDA 495.9 521.1 816.4 1,061.0 1,063.0 1,150.0 1,169.5 1,290.1 1;495.4 13.1
EBIT 3382 343.6 543.4 713.0 704.0 736.0 750.5 845.1 997.1 15.3%

Net Earnings 1192 1432 187.4 252.5 262.0 281.0 302.5 339.9 389.1 13.4%
Cash Flow from Operations 3292 316.3 490.0 672.E 678.0 734.0 795.0 846.9 927.6 8.0

Note: Priced intraday on June 29, 2012
Source: BMO Capital Markets, Company Reports

Page 2 o June 29, 2012
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1990 1995 2000 2005 2010 2010 2011 2012

FYE EPS P/E DPS Yield Payout 8V P/B ROE FT'S - Rating as of 20-Jul-09 = OP(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 1.2 14 Date Rating Change Share Price
1989
1990

0.59
0.62

10
9

0.36
0.37

6.3 fi0
6.8 60

4.45
4.71

1.3
1.1

14
13 1 30-May-11 OP to R $32.97

1991 0.60 10 0.37 6.2 61 5.01 12 12 2 15-Jun-11 R to OP $31.35
1992
1993

0.64
0.64

10
11

0.38
0.40

6.2 60
5.6 63

5.28
5.53

1.2
1.3

12
12 3 21-Feb-12 OP to NR $32.38

1994
1995

0.62
0.63

10
11

0.42
0.43

6.5 68
6.3 68

5.82
6.05

1.1
1.1

11
11 4 6-A r 12P NR to OP $32.11

1996 0.59 14 0.43 5.1 73 621 1.4 10 5 19-Jun-12 OP to R $33.Q8
1997 0.60 18 0.44 42 74 fi.40 1.6 9
1998 0.45 21 0.45 4.7 >100 6.63 1.4 7
1999 0.56 14 0.45 5.7 80 6.57 12 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10.45 1.7 10
2605 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2:4 11
2007 1.29 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.60 21 1.12 3.3 69 19.03 1.8 9
2011 1.66 20 1.16 3.5 69 20.73 1.6 8

Current` 1.67 20 1.20 3.6 72 20.61 1.6 8

Average: 15 4.7 65 1.5 10.5

Growth (% ):
5 Year: 3.0 7.4 11.1
10 Year: 7.1 9.4 10.6
20 Year: 5.0 6.1 7.3

`Current EPS is the 4 Quarter Trailing to Q1/2012

Page 3 •June 29, 2012
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IMPORTANT DISCLOSiIRES

Fortis

Analyst's Certification
I, Ben Pharr, CFA, hereby certify tl~atthe views expressed in this report accurately reflect my personal views about the subject securities or issuers. I
also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this
report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMQ Capital Markets and their
affiliates, which uicludes the overall profitaUility of investment banking services. Compensation for research is based on effectiveness in generatuig
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Ltd. are not registered as research analysts with FINRA. These analysts
may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472
restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosure

Disclosure 1: BMO Capital Markets has undertaken an underwriting liability with respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided investment banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past
12 months.
Disclosure 4: BMO Capital Markets or an affiliate has received compensation for investment banking services from this issuer within
the past 12 months.
Disclosure 5: BMO Capital -Markets or an affiliate received compensation for products or services other than investment banking
services within the past 12 months.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Markets Corp., BMO CM Ltd. or an affiliate within the
past 12 months: Investment Banking Services & Nnn-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial interest in 1% or more of any class of the equity securities of this
issuer.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is approximately 19.2x our 2013E EPS estimate.
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (March 31, 2012)

Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB ClientsM****

Starmine
Universe

Buy Outperform 37.7% 12.1% 52.1% 39.2% 483% 54.6%
Hold Market Perform 60.0% 7.0% 47.9% 57.6% 51.0% 40.1°fo
Sell Underperform 2.4% 0.0% 0.0% 3.2% 0.7% 53%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banking services as

percentage within ratings category.
*** Reflects ratuig distribution of all companies from which BMO Capital Markets Corp. has received compensafion for Investment Banking

services as percentage of Inveshnent Banking clients.
**** Reflects rating distriUution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services as

percentage of Investment Banking clients.
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Ratings and Sector Key
We use the following ratings. system definitions:
OP =Outperform - Forecast to outperform the market
Mkt =Market Perform - Forecast to perfornl roughly in line with the market;
Und = Underperfoim - Forecast to underperform the market;
(S) =speculative investment;
NR = No rating at this time;
R = Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index,. S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets' seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Gap, CDN Small
Cap, US Large Cap, US Small cap, Income, CDN Quant, and US Quant) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitalmarkets.coin/Public/Company_Disclosure Public.aspx or write to Editorial Deparhnent, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editorial Deparhnent, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.

Prior BDZO Capital Markets Ratings Systems
http://researcliglobal.bmocapitalmarkets. coin/documents/2009/prior_rating_systems.pdf

Dissemination of Research
Our research publications are available via our web site http://www.bmocm.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same tune to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your inveshnent advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at
http:/hesearchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiazies BMO Nesbitt Burns Ina and BMO Nesbitt Bunts Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Fniancial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without nonce. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However., BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be mailable to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This material is for information purposes
only and is not an offer to sell or the solicitation of an offer to buy airy security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based fliereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadia~i person wishuig to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
To U.S. Residents: SMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents
and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so ttu~ough BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated. by the Financial
Services Aufliority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
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2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
persons"). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and
commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US
through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A (Member
FDIC), BMO Ireland Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO
Nesbitt Bums Trading Corp. S.A., BMO Nesbitt Burns Securities Limited (Member SIPC) and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO
Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe and Asia, BMO Nesbitt Burns Lt~e/Ltd. (Member Canadian Investor Protection
Fund) in Canada, BMO Capital Markets Limited in Europe, Asia and Australia and BMO Advisors Private Limited in India.

"Nesbitt Burns" is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. "BMO Capital Markets" is a trademark of Bank of Montreal,
used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

~ Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

COPYRIGHT 2012 BMO CAPITAL MARI~TS CORD

A member of BMO WJ Financial
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Fortis
(FTS-TSX)

Stock Rating: Outperform
Industry Rating: Market Perform

Member of: Top 15 Income Stock Selections

Q2 -It's Business as Usual at FTS

Event

Fortis' second-quarter perfoiniance was solid as usual (Q2/12 EPS of $0.33 vs.

BMO Research at $0.34 and consensus of $0.33), reflective of stronger-than-

expected results at FortisAlberta, which offset higher-than-expected corporate

costs. Earnings from the majority of the company's other business segments

were genes°ally in line with our estimates. One of the things we like the most

about FTS is its longer-term earnings visibility. Indeed, the company reaffu7ned

its capex guidance of $1.3 billion for 2012 and $5.5 billion spending from

2012-2016. Against that backdrop, Fortis is well positioned to grow its EPS to

$2.00 Uy 2015E while its significant exposure to low-risk utility operations

should afford it shelter from ongoing gloUal macroeconomic headwinds.

Impact

Neutral.

Forecasts

We have updated our financial model to reflect Q2/12 results. Our 2012E EPS

estimate (f.d.) of $1.69 and 2013E EPS estimate (f.d.) of $1.83 is unchanged.

Valuation

We are maintaining our target price of $35.50, which represents 19.4x our

2013E EPS forecast.

Recommendation

We continue to rate the shares of Fortis Outperform.

August 1, 2012
Research Comment
Toronto, Ontario

Ben Pham, CFA
BMO Nesbitt Burns Inc.
(416) 359-4061
Ben.Pham@bmo.com
Assoc: Adam Johnson, CA

Price (31-Jul) $33.54 52-Week High $34.98
Target Price $35.50 52-Week Low $2824

Fortis Inc. (FTS)
Price: High,Low,Close Earnings/Shar
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(FY-Dec.) 2010A 2011A 2012E 2013E

EPS $1.60 $1.66 $1.69 $1.83
P/E 19.Sx 18.3x

CFPS $4.25 $4.38 $4.26 $4.41
P/CEPS 7.9x 7.6x

Div. $1.12 $1.16 $1.20 $1.24
EV ($mm) $12,187 $12,996 $13,551 $15,826
EBITDA ($mm) $1,150.0 $1,169.5 $1,289.9 $1,489.8
EV/EBITDA 10.6x 11.1x 10.5x 10.6x

Quarterly EPS Q1 Q2 Q3 Q4

2010A $0.58 $0.32 $0.24 $0.49
2011A $0.67 $0.32 $0.24 $0.45
2012E $0.66a $0.33a $0.26T $0.46

Dividend $120 Yield 3.6%
Book Value $20.67 Price/Book 1.6x
Shares O/S (mm) 190.0 Mkt. Cap (mm) $6,373
Float OIS (mm) 190.0 Float Cap (mm) $6,373
Wkly Vol (OOOs) 2,606 Wkly $Vol (mm) $85.3
Net Debt ($mm) $5,818 Next Rep. Date Nov (E)

Notes: All values in C$; EPS estimates are diluted; Quarterly
numbers are basic
Major Shareholders: Widely held
First Call Mean Estimates: FORTIS INCORPORATED (C$) 2012E
$1.73; 2013E: $1.82

Changes cluarterty EPS
Q3/12E $0.25 to $0.26
Q4/12E $0.48 to $0.46

This report was prepared by an analysts) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analysts) under
FINRA rules. For disclosure statements, including the Analysts Certification, please refer to pages 7 to 10.
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Q2 —It's Business As Usual at FTS

We are maintaining an Outperform rating and 12-month target price of $35.50 on

Fortis shares. Fortis' second-quarter performance was solid as usual, reflective of

stronger-than-expected results at FortisAlberta, which offset higher-than-expected

corporate costs. Earnings from the majority of the company's other business segments

were generally in line with our estimates. One of the. things we like the most about FTS is

its longer-term earnings visibility. Indeed, the company reaffirmed its capex guidance of

$13 billion for 2012 and $5.5 billion spending from 2012-2016. Against that backdrop,

Fortis is well positioned to grow its EPS to $2.00 by 2015E while its significant exposure

to low-risk utility operations should afford it shelter from ongoing global macroeconomic

headwinds. We are maintauung our Outperform rating and $35.50 target price. Our target

price of $35.50 represents 19.4x our 2013E EPS forecast.

No changes to $5.5 billion capital expenditure program. Consolidated capital

expenditures totalled $282 million in Q2/12 0$511 million for the first half of 2012). The

company's full-year outlook for capital spending remains unchanged ($1.3 billion) as is its

estnnate of ~$5.5 billion in total capital spending between 2012 and 2016. Over this five-

yearperiod, Fortis plans to deploy ~65% of the total capital spending to regulated activities

(driven by FortisAlberta and FortisBC Electric), ~21% to regulated gas utilities and ~14%

to non-regulated operations.

CH Energy acquisition on track for end of Ql/13 close: Several key advancements in

the proposed CH Energy acquisition took place during the quarter. The transaction received

approval from CH Energy's shareholders (June 19) and regulatory approval from both the

Federal Energy Regulatory Commission and the Committee on Foreign Investment in the

United States in July. Fortis issued $600 million in subscription receipts at the end of June

in order to finance the required equity component of the transaction price; the completion

of this offering alleviates any concern related to an equity overhang and should ensure the

preservation of the company's A-rated balance sheet. Approval for the CH Energy

acquisition still needs to be obtained from the New York State Public Service Commission,

which is currently reviewing the application filed on April 23. The company maintains its

expectation that the transaction will close by the end of Q1/13.

• Waneta expansion: Construction activities continued for the $900 million Waneta darn

expansion, a project in which Fortis holds a 51% interest. A total of $345 million has been

spent to date since construction began in late 2010. The company has reported that the

project is still on track for completion on budget and on time, with a target in-service date

of spring 2015.

• Key regulatory updates:

■ The company expects that the British Columbia Utilities Commission (BCUC) will

reach a decision on the 2012/2013 Revenue Requirements Application (RRA) filed

by FortisBC Electric during Q3/12. The RRA, updated in November 2011, calls

for rate increases of 1.5% and 6.5% n12012 and 2013, respectively.
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■ The preliminary timetable for the Generic Cost of Capital review by the BCUC

calls for evidence proceedings through to early December 2012; if necessary, an

anal hearing will coimnence on December 12, 2012. As set out the final scoping

document released by the BCUC in April, the commission will review several

issues with respect to the detennination of an appropriate cost of capital for

regulated utilities. The outcome of these proceedings remains uncertain and could

have a material impact on the future earnings of the FortisBC Energy Companies

as well as FortisBC Electric.

■ The AUC continued its assessment of the potential implementation of

performance-based regulation (PBR) for Alberta-based distribution utilities

beginning in 2013. A hearing took place during April and May 2012, and in July

2012 FortisAlberta submitted its final argument with respect to how PBR should

be implemented. A final decision from the AUC is expected in Q4/12.

■ In July 2012, the AUC issued a decision that reaffirmed FortisAlberta as the

primary electricity distributor within its service territory, in response to an

application from the Central Alberta Rural Electrification Association (CARER)

requesting service rights to new customers in certain areas where FortisAlberta and

CARER territories overlap.

■ After filing a Cost of Capital Application with the Board of Commissioners of

Public Utilities of Newfoundland (PUB) in March 2012, Newfoundland Power was

awarded an increase in its allowed ROE from 838%0 (2011) to 8.80% (2012).

Effective July 1, the PUB approved an overall average increase in electricity rates

for Newfoundland Power's customers of 6.6%. Newfoundland Power will be filing

a general rate application for 2013 with the PUB during Q3/12.

■ Maritime Electric intends to file an application for 2013 customer rates and

allowed return with the Island Regulatory and Appeals Commission in fa112012.

• Possible small tuck-in acquisition in B.C.: FortisBC Electric has entered into preliminary

discussions with the City of Kelowna, British Columbia. to purchase its electricity

distribution assets (15,000 customers), to which FortisBG has provided electricity and has

operated and maintained since 2000. Subject to negotiation of definitive agreements and

municipal and regulatory approvals, the transaction is expected to close by the end of

Q1/13. For more details, please see a press release issued by the City of Kelowna on July

19.

• Liquidity and resources: Available liquidity improved from the first quarter after Fortis

secured a limit increase on its corporate credit facility from $800 million to $1 billion in

May 2012. As of June 30, the company had $231 million of cash and consolidated credit

facilities of roughly $2.5 billion, of which ~$2.0 billion was available.

• No change to our estimates: We have updated our financial model to reflect Q2/12

results. Our 2012 EPS estimate (f.d.) of $1.69 and 2013 EPS estimate (f.d.) of $1.83 is

unchanged.

• Valuation: We are maintaining an Outperform rating and 12-month target price of $35.50

on Fortis shares. At current prices, we believe that Fortis shares are reasonably valued,
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trading at a P/E multiple of 18.4x our 2013 estnnate, which is towards the upper end of its

five-year historical trading range. We believe the premium is justified given its superior

earnings visibility (~90% of Fortis' earnings arise from utility operations, the highest

among its peers) and the secular reduction observed in 10-year government of Canada bond

yields.

Exhibit 1: FTS — P/E, Share Price and Target P/E
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Exhibit 2: Upcoming Events/Catalysts

,Q3/12 Expected regulafory approval of FortisBC Electrids 2012/13 Rates !~
Q3/12 Expected filing of 2013 general rate application for Newfoundland Power

i`Q4/12 Expected decision on performance-based regulation in Alberta

Nov. 1, 2012 Q3/12 Results

Fall 2012 Expected filing of Maritime Electric's 2013 rate application

End of 2012/Early 2013 Expected decision on BCUC Cost of Capital Proceeding

Late 2012/Early 2013_ Expected New York Commission approval of CH Energy transaction

End of Q1/13 Expected closing of CH Energy transaction

End of Q1/13 Expected closing of Kelowna distribution asset acquisition
2H/2013 Expected completion of Newfoundland office building

jSpring 2015 Expected commissioning of Waneta hydro facility

Source: BMO Capital Markets

• Second-quarter results: Fortis reported Q2/12 EPS of $0..33, generally in line with our

estimate of $0.34 and square on with Street consensus of $0.33. Earnings from the

majority of the company's business segments were generally in line with our estimates,

with stronger-than-expected results at FortisAlberta offsetting higher-than-expected

corporate costs. Quarterly earnings variances for each business segment are set out in

Exhibit 3, while our annual estimates are set out in E~ibit 4.
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Exhibit 3: Earnings by Business Segment - Q2/12

Q2/12 Q2/12E Q2/11

($mm) ($mm) ($mm)

Regulated Gas Utilities - Canadian

Fortis BC Energy Companies 13.0 16.5 15.0

Regulated Electric Utilities - Canadian

FortisAlberta 26.0 18.7 17.0

FortisBC 9.0 9.1 9.0

Newfoundland Power 12.0 10.9 11.0

Other Canadian 5.0 5.9 6.0

52.0 44.6 43.0

Regulated Electric Utilities - Caribbean 6.0 5.9 7.0

Non-Regulated -Fortis Generation 5.0 3.2 2.0

Non-Regulated -Fortis Properties 8.0 7.4 7.0

Corporate and Other~'~ (22.0) (12.7) (18.0)

Net Earnings Applicable to Common Shares 62.0 64.8 56.0

Average Shares 189.6 189.0 177.1

Adjusted EPS (basic) $0.33 $0.34 $0.32

Notes:

(1) Includes approximately $4.0 million in transaction costs relating to CH Energy acquisition.

Source: BMO Capital Markets, Company Reports
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Exhibit 4: Consolidated Summary Sheet

BAfO Q C„apitai Ainrkels

Fortis Inc. (FTS)

Fortis

Outperform
12-Month Target Pnce: $35.50

Analyst: Ben Pham, CFA
(416) 359-0061

Current Price: $33.54

ROR: 9.4%

Year Ending December 31
CAGR
2011A-

2005 2006 2007 2008 2009 2010 2011 2012E 2013E 2013E
Total Basic Earnings Per Share $1.17 31.38 $1.36 $1.60 $1.54 $1.63 $1.67 $1.71 $1.84 52%
Total Diluted Earnings Per Share $1.10 $1.33 $1.29 $1.56 $1.51 $1.60 $1.66 $1.69 $1.83 4.9%
First Cal/Consensus $1.73 $1.82

Segmented EPS

Newfoundland Power $0.29 $029 $022 $020 $0.19 $020 $0.19 $0.19 $0.16

Other Canadian $0.12 $0.13 $0.11 $0.10 $0.10 $0.11 $0.12 $0.11 $0.11
Fortis Properties $0.14 $0.15 $0.15 $0.15 $0.14 $0.15 $0.13 $0.13 $0.12
Fortis Generation $0.21 $025 $0.17 $0.19 $0.09 $0.12 $0.10 $0.11 $0.09
Fortis Cari6hean $0.18 $023 $024 $0,19 $0.15 $0.13 $0.11 $0.70 $0.17

ForfisAlherta $0.30 $0.40 $0.35 $0:29 $0.35 $0.39 $0.40 $0.46 $0.44
FortisBC $0.24 $02fi $023 $022 $022 $024 $0.26 $025 $0.26

Terasen Inc. $0.00 $0.00 $0:31 $0.71 $0.72 $0.73 $0.77 $0,77 $0.74
U.S. Utilifies $0.00 $0.~0 $x.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.23

Other/Corporate ($0.30) ($0.33) ($0.41) ($0.45) ($0.42) ($0.45) ($0.41) ($0.41) ($0.43)
Dividends $0.61 $0.67 $0.82 $1.03 $1.04 $1.12 $1.16 $12~ $1.24 3.4%
Payout Ratio 52.3% 48.4% 602% 642 67.6% 68.9% 69.6% 70.3% 67.3%
Average Shares (mm) 101.8 103.6 137.6 157.4 1702 172.9 181.6 189.7 205.9
Net Book Value $71.76 $1226 $16.72 $18.00 $18.64 $18.95 $20.53 $21:15 $22.84

Market Valuation

Price: High $25.64 $30.00 $30.00 $29.94 $28.86 $342 $35.15 - -

Price: Low $17.00 $20.3fi $24.50 $20.70 $21.62 $25.67 $32.67 - -
Price: Current - - - - - - - $33.54 -

P/E Ratio: High 23.3 22.5 23.3 192 79.7 27.3 212 - -
P/E Ratio: Low 15.4 15.3 19.0 132 14.3 16.0 19,7 - -

P/E Ratio: Current - - - - - - - 19.8 18.4
EV/EBITDA: High 10.5 12.3 12.5 10.4 10.9 T1:3 11.5 - -

EV/EBITDA: Low 8.7 10,4 11.6 9.1 9.8 10.0 11.1 - -
EV/EBITDA: Current - - - - - - - 10.7 10.5

Yield: High Pace 2.4°h 2.2% 2.7% 3.4% 3.6% 3.3k 3.3~ - -
Yield: Law Price 3.6% 3.3% 3.3% 5.0% 4.8% 4.4% 3.6% - -

Yield: Curtent 3.6% 37%

Balance Sheet ($mm)

Oe6t (S-n 80.3 182.5 911.0 650.0 639.0 414.0 265.0 265.9 4fi4.5

Debt (L-'n 2,133.8 2,494.5 4,578.0 4,840.0 5,237.0 5,565.0 5,679.0 6,100.0 6,956.1
Minority Interest 39.6 130.0 115.0 145.0 123.0 162.0 208.0 208.0 208.0

Preferred Shares 319.5 442.0 442.0 667.E 667.0 912.0 912.0 912.0 1,162.0
Convertible Debentures 22.3 63.5 45.0 44.0 44.0 44.0 0.0 0.0 0.0

Shareholders' Equity 1 213.4 1 2_~ 75.7 2 6,, 00.7 3 045.7 3 192.7 3 305.0 3 877.0 4 030.1 4 819.2
3,608.8 4,588.1 8,691.7 9,391.7 9,902.7 10,402.0 10,941.0 11,515.9 13,69.8

Balance Sheet (% ~

Debt (S-'n 2.1% 4.0% 10.5% 6.9% 6.5% 4.0% 2.4% 2.3% 3.4%
Debt (L-'n 56.0% 54.4% 52.7% 51.5% 52.9% 53.5% 51.9% 53.0% 51.1%

Minority Interest 1.0% 2.8% 1.3% 1.5% 1.2% 1.6% 1.9% 1.6% 1.S%
Preferred Shares 8.4% 9.6% 5.1% 7.1% 67% 8.8% 8.3% 7.9% 8.5%

Convertible Debentures 0.6% 1.4% 0.5% 0.5% 0.4% 0.4% 0.0% 0.0% 0.0%
Shareholders'Equity 31_9% 27_8% 29_9% 32_4% 32_2% 31_8% 35_4°h 35_0% 35_4%

100.0% ma.oi 100.0% 10.0% 100.0% 100.0% 1D0.0°h 100.0% 100.0%

Income Statement
Total Revenue 1;4222 1,460.1 2,720.4 3,903.0 3,636.0 3,664.0 3;731.5 3,780.6 4,591.7 10.9%

EBIT~A 495.9 521.1 816.4 1,061.0 1,063.0 1,150.0 1,769.5 1,289.9 1,489.8 12.9%
EBIT 338:2 343.6 543.4 713.0 704.0 736.0 750.5 844.9 991.6 14.9°h

Net Earnings 1192 1432 187.4 252.5 262.0 281.0 302.5 323.8 379.6 12.0%
Cash Flow from Operetions 3292 316.3 490.0 622.0 678.0 734.0 795.0 630.8 916.1 7:5%

Note: Priced as of market close on July 31, 2012.
Source: BMO Capital Markets, Company Reports
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1990 1995 2000 2005 2010 2010 2011 2012

FYE EPS P/E DPS Yield Payout BV P/B ROE FTS- Rating as of 19-Aug-09 = OP
(Dec.) $ $ % % $

1987 0.52 9 0.31 6.5 60 3.92 1.2 13
1988 0.56 9 0.34 6.8 60 4.16 12 14 Date Rating Change Share Price
1989 0.59 10 0.36 6.3 60 4.45 1.3 14 1 30-May-11 OP to R $32.971990
1991

0.62
0.60

9
10

0.37
0.37

6.8 60
6.2 61

4.71
5.01

1.1
12

13
12 2 15-Jun-11 R to OP $31.35

1992
1993

0.64
0.64

70
11

0.38
0.40

6.2 60
5.6 63

5.28
5.53

12
1.3

12
12 3 21-Feb-12 OP to NR $32.3$

1994
1995

0.62
0.63

10
11

0.42
0.43

6.5 68
6.3 68

5.82
6.05

1.1
1.1

11
11 q 6-A r 12P " NR to OP $32.11

1996 0.59 14 0.43 5.1 73 6.21 1.4 10 5 19-Jun-12 OP to R $33.08
1997
1998

0.60
0.45

18
21

0.44
0.45

42 74
4.7 >100

6.40
6.63

1.6
1.4

9
7 6 28-Jun-12 R to OP $32.09

1999 0.56 14 0.45 5.7 80 6.57 1.2 9
2000 0.60 15 0.46 5.1 77 6.97 1.3 9
2001 0.84 14 0.47 4.0 56 7.49 1.6 12
2002 0.96 13 0.49 3.7 50 8.50 1.5 12
2003 1.03 14 0.52 3.5 49 8.82 1.7 12
2004 0.99 16 0.54 3.1 51 10:45 1.7 10
2005 1.10 21 0.64 2.6 55 11.74 2.1 10
2006 1.33 22 0.76 2.6 55 12.19 2.4 11
2007 129 21 0.84 2.9 61 16.69 1.7 9
2008 1.56 15 1.00 4.1 62 20.05 12 8
2009 1.51 19 1.04 3.6 68 18.65 1.5 8
2010 1.60 21 1.12 3.3 69 19.03 1.8 9
2011 1.66 20 1.16 3.5 69 20.73 1.6 8

Current" 1.67 19 120 3.7 72 20.61 1.6 8

Average: 15 4.7 65 1.5 10.5

Growth(% ):
5 Year: 3.2 7.4 11.1
10 Year: 6.7 9.4 10.6
20 Year: 5.1 6.7 7.3

Current EPS is the 4 Quarter Trailing to 41/2012
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IMPORTANT DISCLOSURES

Analyst's Certification
I, Ben Pham, CFA, hereby certify that the views expressed in this report accurately reflect my personal views about tl~e subject securities or issuers.. I
also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this
report.
Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and flieir
affiliates, which includes the overall profitability of inveshnent banking services. Compensation for research is based on effectiveness iu generating
new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service to clients.
Analysts employed by BMO Nesbitt Burns Inc, and/ar BMO Capital Markets Ltd. are not registered as research analysts with FINRA. These analysts
may not be associated persons of BMO Capital Markets Corp. and therefore inay not be subject to the NASD Rule 2711 and NYSE Rule 472
restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosure
Disclosure 1: BMO Capital Markets has undertaken an underwriting liability wifli respect to this issuer within the past 12 months.
Disclosure 2: BMO Capital Markets has provided inveshnent banking services with respect to this issuer within the past 12 months.
Disclosure 3: BMO Capital Markets has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
Disclosure 4: BMO Capital Markets or an afFliate has received compensation for inveshnent backing services from this issuer within the past 12 months.
Disclosure 5: BMO Capital Markets or an affiliate received compensation for products or services other dean inveshnent bankuig services within the past 12
mouths.
Disclosure 6: This issuer is a client (or was a client) of BMO NB, BMO Capital Mazkets Corp., BMO CM Ltd. ar an affiliate within the past 12 months:
I~iveshnent Baukiug Services &Non-Securities Related Services.
Disclosure 8: BMO Capital Markets or an affiliate has a financial uiterest in 1% or more of any class of the equity securities of this issuer.

Methodology and Risks to Price Target/Valuation
Methodology: Our target price is approximately 19.4x our 2013E EPS estimate.
Risks: Operations are subject to complex regulation by a variety of provincial, state and federal (Canada, Cayman Islands &Belize) agencies. Changes
in regulation may adversely affect performance.

Distribution of Ratings (June 30, 2012)
Rating
Category BMO Rating

BMOCM US
Universe*

BMOCM US
IB Clients**

BMOCM US
IB Clients***

BMOCM
Universe****

BMOCM
IB Clients*****

Starniine
Universe

Buy Outperform 39.2% 14.2% 66.0% 39.7% 49.1% 55.7%
Hold Market Perform 58.8% 4.6% 31.9% 57.1% 48.6%0 39.3%
Sell Underperform 2.0% 91% 21% 3.2% 2.3°10 5.0%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Inveshnent Banknig services as

percentage withui ratings category.
*** Reflects rating distribution of all compaiues from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services as

percentage of Inveshnent Banking clients.

Ratings and Sector Key
We use the following ratings system definitions:
OP =Outperform - Forecast to outperform the market;
Mkt. =Market Perform - Forecast to perform roughly in line with the market;
Und = Underperfonn - Forecast to underperform the market;
(S) =speculative inveshnent;
NR = No rating at this tune;
R =Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets' seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Sma11
Cap, US Large Cap, US Small cap, Income, CDN Quant, and US Quant) have replaced the Top Pick rating.

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please go to
http://researchglobal.bmocapitahuarkets.com/Public/Company_Disclosure Public.aspx or write to Editorial Department, BMO Capital Markets, 3
Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, MSX 1H3.
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Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets. com/documents/2009/prior_rating_sy stems.pdf

Fortis

Dissemination of Research
Our research puUl cations are available via our web site http://www.bmocm.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct,. Reuters, Bloomberg, FactSet, Capital IQ, and TheMarkets.com. All of our research is made widely
available at the same tune to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via. email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement
A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing.. policy for managing
conflicts of interest in connection with investment research which is available at
http:/hesearchglobal.bmocapitalmarkets.com/Public/Conflict Statement Public.aspx.

General Disclaimer
`BMO Capital Markets" is a trade name used by the BMO Inveshnent Banking Group, which includes the wholesale arm of Bank of Montreal and its
subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee./Ltd., BMO Capital Markets Ltd. in the U.K. and BMO Capital Markets Corp. in the
U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries (`BMO
Financial Group") has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The
opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change
without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain inforniation and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising
from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in
this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular inveshnent needs of any investor. This material is for information purposes
only and is not az~ offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long
or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
whether or not to buy or sell securities of issuers discussed herein.

Additional Matters
To Canadian Residents: BMO Nesbitt Buns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., furnish this report to
Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Bums Inc. and/or BMO Nesbitt Burns Ltee/Ltd.
The following applies if this research was prepared in whole or in part by Andrew Breichmanas, Tony Robson, or Edward Sterck: This research is not
prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets Limited and subject to the regulations of the
Finazicial Services AuthoriTy (FSA) in the United Kingdom. FSA regulations require that a firm providing research disclose its ownership interest in
the issuer that is the subject of the research if it and its affiliates own 5% or snore of the equiTy of the issuer. Canadian regulations require that a firm
providing research disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own 1% or more of the equity of
the issuer fliat is the subject of the research. Therefore BMO Capital Markets Limited will only disclose its and its' affiliates ownership interest in the
subject issuer if such ownership exceeds 5% of dre equity of the issuer.
To U.S. Residents: BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S.. residents
and accept responsibility for the contents herein, except to the eactent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect
transactions in any security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.
To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to inveshnents falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as "relevant
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The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the Appendix of this document.

Fortis Inc.

FTS : TSX : C$22.96 HOLD  

Target: C$26.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $17.25-25.64
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,366.4
Shares Out. (M) basic: 103.1
Current Dividend/Share: $0.64
Current Dividend Yield: 2.8%

EARNINGS SUMMARY:
FYE Dec 2004A 2005E 2006E
EPS: $1.09 $1.16 $1.20
P/E: 21.0x 19.8x 19.1x
CFPS: $2.59 $2.72 $2.82
P/CF: 8.9x 8.4x 8.1x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified electric utility holding company 
with assets of $2 billion and annual revenue of over 
$715 million. The company has holdings in 7 electric 
distribution utilities located in Newfoundland and 
Labrador, PEI, Ontario, Alberta, BC, Belize and the 
Cayman Islands. It also owns two subsidiaries engaged 
solely in electricity generation in NY and Belize. Fortis 
also has real estate and hotel operations in Atlantic 
Canada.

All amounts in C$ unless otherwise noted. 

Energy – Pipeline and Power Utilities

CONTINUES TO MEET EXPECTATIONS 
Event
Fortis reported fourth quarter earnings in line with expectations.

Impact
Neutral.

Valuation
We rate the stock a HOLD with a target price of C$26.00. Our target 
price is derived from a combination of valuation metrics, which include 
earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers. Our target 
price partially incorporates the impact of a previously announced 
increased dividend tax credit.

Summary
Fortis reported fourth quarter recurring earnings of $0.26 versus $0.26 
last year and in line with the $0.27 consensus estimate. For the full 
year, recurring earnings were $1.16 versus $1.09. Final reported 
earnings were $0.22 versus $0.22 in the fourth quarter and $1.33 
versus $1.07 for the full year. Non-recurring items in the fourth quarter 
include: a $3 million negative adjustment at FortisAlberta due to the 
May 24 implementation of a Negotiated Rate Settlement; $1.1 million 
writedown of the Rankine assets at Fortis Generation; a $0.4 million 
insurance gain associated with the Dolgeville plant at Fortis Generation; 
and a $0.8 million restructuring charge related to the purchase of 
FortisAlberta and FortisBC. We note that the $3 million adjustment at 
FortisAlberta stems from the second quarter and is not non-recurring on 
a full-year basis. Earnings benefited from increased electricity prices in 
Ontario and Upper New York but were offset by reduced earnings at 
FortisBC due to higher operating, depreciation and interest expenses. 
For a more detailed breakout of the fourth quarter and full year results, 
please refer to Figures 1 and 2.
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Outlook
Generally, all of the business divisions continue to operate well. The addition of 
FortisAlberta and FortisBC utility assets last year continue to contribute strongly to 
earnings. With about $315 million of capital additions to rate base in 2006 and expected 
continued growth for the next several years, these operations should help provide stable 
and low-risk earnings growth. Other projects that add to earnings growth potential in 2006 
include the 50 MW generating station on Prince Edward Island (February 2006 in-service 
date), the acquisition of three western Canadian hotels (purchased in February 2005) and 
new generation from the Chalillo dam in Belize (commissioned late 2005). In the shorter-
term, the positive impact of this growth will be partly offset by lower allowed returns in 
some of the regulated operations due to the approximate 65 basis point decline in long-
term interest rates over the past year. We are maintaining our 2006 EPS estimate of $1.20.

Noteworthy
Electricity prices

• Ontario

o Q4: $71.46/MWh versus $50.80/MWh

o Full year: $68.49/MWh versus $49.95/MWh

• Upper New York

o Q4: US$70.94/MWh versus US$46.75/MWh

2006 Capital Budget

• Total of $450 million

o $420 million for regulated utilities

§ ~$315 million on FortisAlberta and FortisBC

§ ~$105 million on other regulated assets

o $30 million capex for non-regulated assets

Regulatory

• Newfoundland Power

o 2006 allowed ROE unchanged from 2005 at 9.24%

• Maritime Electric

o Filed for 1.6% rate increase effective July 1, 2006

• FortisAlberta 

o 2006 allowed ROE of 8.93% versus 9.5% in 2005

• FortisBC 2006 Rate Case

o Filed for 5.9% increase to 2006 rates on November 24, 2005

o BCUC will review in Feb 2006, negotiations or hearing scheduled after

o Includes a PBR mechanism for revenue requirements in 2007-2009

o 8.69% ROE in 2006 versus 9.43% in 2005 on deemed equity of 40% equity
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Figure 1: Fortis Inc. fourth quarter earnings breakout

Fourth Quarter Earnings
Millions of dollars 2004 2005 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $3.3 $2.9 (12.1%)

Maritime Electric $1.8 $1.7 (5.6%)

FortisOntario $0.9 $0.2 (77.8%)

FortisAlberta $7.5 $7.2 (4.0%)

FortisBC $7.9 $5.7 (27.9%)

Total  Canadian Earnings $21.4 $17.7 (17.3%)

Regulated Utilities - Caribbean
Belize Electricity $1.6 $2.0 25.0%

Caribbean Utilities - equity income $2.4 $2.8 16.7%

Total Caribbean Earnings $4.0 $4.8 20.0%

Non-Regulated
Fortis Generation $4.7 $9.2 95.7%

Fortis Properties $2.8 $2.9 3.6%

Total Non-Regulated Earnings $7.5 $12.1

Corporate and Consolidated Adjustments ($8.1) ($7.8) (3.7%)
Recurring Earnings $24.8 $26.8 8.0%
Non-recurring items ($3.6) ($4.5)
Reported Net Earnings $21.2 $22.3 5.1%

EPS:
Recurring $0.26 $0.26 (0.0%)
Non-recurring items ($0.04) ($0.04)
Reported $0.22 $0.22

Cash Flow Per Share $0.77 $0.69 (10.1%)

Average Shares Outstanding (mln)* 95.5 103.1 8.0%

Regulated
Earnings $25.4 $22.5 (11.5%)
% of total (before corporate) 77% 65% n.m.

Non-Regulated
Earnings $7.5 $12.1 61.3%
% of total (before corporate) 23% 35% 53.5%

* Adjusted for stock split

Lower ROE, reduced electricty sales and early 
retirement costs partly offset by reduced power 
purchase rates and opex.

New 50 MW plant expected to be in-service in 
Feb/06.

$3 mln negative adjustment to FortisAlberta's 
implementation of a Negotiated Rate 
Settlement, $1.1 mln writedown and $0.4 mln 
insurance gain at Fortis Generation and $0.8 
mln restructuring charge.

Higher wholesale prices in Ontario and US 
Northeast and 4% increased electricty sales.

Includes US$1.8 mln business interruption 
insurance and US$1.1 mln from Cost Recovery 
Surcharge effectiove August 31, 2005.

Higher opex, depreciation and finance charges.

Higher electricity prices.

Slightly lower than 27¢ consensus.

11% increase in electricity rates.

Includes $0.8 mln of early retirement costs from 
program implemented in Q4/05.

Source: Canaccord Adams
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Figure 2: Fortis Inc. 2005 full year earnings breakout

Full Year Earnings
Millions of dollars 2004 2005 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $31.1 $29.3 (5.9%)

Maritime Electric $8.2 $9.1 11.2%

FortisOntario $4.2 $2.7 (35.7%)

FortisAlberta $18.6 $27.1 46.0%

FortisBC $14.0 $24.6 75.6%

Total  Canadian Earnings $76.1 $92.8 22.0%

Regulated Utilities - Caribbean
Belize Electricity $7.2 $8.0 11.1%

Caribbean Utilities - equity income $9.0 $10.3 14.4%

Total Caribbean Earnings $16.2 $18.3 13.0%

Non-Regulated
Fortis Generation $12.8 $21.7 69.8%

Fortis Properties $11.8 $14.1 19.5%

Total Non-Regulated Earnings $24.6 $35.8

Corporate and Consolidated Adjustments ($24.2) ($28.6) 18.2%
Recurring Earnings $92.7 $118.3 27.7%
Non-recurring items ($1.8) $18.8
Reported Net Earnings $90.9 $137.1 50.9%

EPS:
Recurring $1.09 $1.16 6.3%
Non-recurring items ($0.02) $0.18
Reported $1.07 $1.35

Cash Flow Per Share $2.59 $2.87 10.8%

Average Shares Outstanding (mln) 84.7 101.8 20.1%

Regulated
Earnings $92.3 $111.1 20.4%
% of total (before corporate) 79% 76% n.m.

Non-Regulated
Earnings $24.6 $35.8 45.7%
% of total (before corporate) 21% 24% 15.9%

* Adjusted for stock split

51 bps reduction in allowed ROE.

Increase in electricity rates, higher sales and 
reduced financing costs.

Main items include: $7.9 mln OPG settlement; 
$7 mln tax gain at FortisAlberta; $1.4 mln 
positive tax settlement at Newfoundland 
Power; $1.6 mln recognition of future tax asset 
at FortisOntario; ~$2 mln insurance for EPCOR 
settlement; $1.1 mln unbilled revenue at 
Caribbean Utilities.

Higher average prices  and strong rainfall at 
hydro plant locations.

Includes US$12.4 mln business interruption 
insurance.

4 for 1 stock split effective Oct. 12/05.  Shares 
issued in 2004 and early 2005 to finance 
FortisBC and FortisAlberta acquisition.

Purchased May 31, 2005.

Due mainly to acquisiton of FortisAlberta and 
FortisBC.

In-line with our $1.15 estimate.

Rate increase and 6% increase in electricty 
sales partly offset by stronger C$. 

$1.4 mln increase in allocation of shared 
services from non-regulated operations; $0.8 
mln early retirement program costs.

Source: Canaccord Adams
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Investment risks
Some of the specific risk factors that pertain to the projected six to12-month stock price 
target for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities 
used for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
of contract counterparties; 4) Debt refinancing at higher interest rates could impact the 
income of the company; 5) Equipment failure or extreme weather conditions could 
adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis; 
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may 
impact demand for products and services, peer-group valuation, access to capital and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment 

Research hereby certifies that (i) the recommendations and opinions expressed in the Investment Research 
accurately reflect the Investment Analyst’s personal, independent and objective views about any and all of the 
Designated Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s 
coverage universe and (ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the Investment Analyst in the 
Investment Research.

Distribution of Ratings:
Global Stock Ratings
(as of 3 January 2006)

Coverage Universe IB Clients
Rating # % %
Buy 258 53% 29%
Speculative Buy 58 12% 40%
Hold 145 30% 19%
Sell 29 5% 14%

490 100%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 8 February 2006
Company Disclosure
Fortis Inc. 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which decreases as the value of the underlying 
equity decreases.
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10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
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research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.

FTS : TSX : C$21.42 BUY ↑ 

Target: C$26.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $17.82-25.64
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,214.5
Shares Out. (M) basic: 103.4
Current Dividend/Share: $0.64
Current Dividend Yield: 3.0%

EARNINGS SUMMARY:
FYE Dec 2005A 2006E 2007E
EPS: $1.16 $1.25 $1.30
P/E: 18.5x 17.1x 16.5x
CFPS: $2.87 $2.85 $2.95
P/CF: 7.5x 7.5x 7.3x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified electric utility holding company 
with assets of $2 billion and annual revenue of over 
$715 million. The company has holdings in 7 electric 
distribution utilities located in Newfoundland and 
Labrador, PEI, Ontario, Alberta, BC, Belize and the 
Cayman Islands. It also owns two subsidiaries engaged 
solely in electricity generation in NY and Belize. Fortis 
also has real estate and hotel operations in Atlantic 
Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

FIRST QUARTER MEETS 
EXPECTATIONS 
Event
Fortis reported first quarter earnings that were in line with 
expectations. 

Impact
Neutral.

Valuation
We are maintaining our C$26.00 target on the shares of Fortis but 
raising our rating from Hold to BUY due to recent share price weakness.
Our target price is derived from a combination of valuation metrics 
which include earnings and dividend yields relative to long term interest 
rates, dividend discount models, and earnings and cash flow multiples 
relative to both historical valuation and its utility and pipeline peers. 

Summary
Fortis reported first quarter recurring earnings of $0.35 versus $0.32 
last year, in line with the $0.36 consensus estimate. Final reported 
earnings were $0.35 versus $0.40 as last year’s first quarter included a 
$7.9 million ($0.08 per share) settlement from Ontario Power 
Generation. All the regulated utility operations delivered results that 
were consistent with our estimates. We note that the $2.3 million 
reduced contribution from Newfoundland Power is mostly due to an 
accounting change in revenue recognition to an accrual basis and will 
reverse in the second half of the year. In the non-regulated division, 
higher production from improved rainfall in upper New York and in 
Belize and the operation of the 50 MW Chalillo dam and hydro plant in 
Belize was partly offset by lower realized spot prices in Ontario. For a 
more detailed breakout of the first quarter results, please refer to Figure 
1.
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Outlook
Fortis is off to a good start to meet our EPS estimate of $1.25 for 2006. All of its business 
divisions appear to be operating well. The recently added utility operations of 
FortisAlberta and FortisBC continue to deliver strong earnings with capital additions 
increasing rate base and fuelling growth. In 2006, capital additions to these two utilities 
are expected to be about $315 million, with over $450 million of total company capital 
expenditures in to be spent in 2006. Fortis expects total utility assets to grow at 6%
annually over the next five years. Earnings improvements in 2006 should also be helped 
by the 50 MW generating station on Prince Edward Island that went into service in 
February 2006 and new generation from the Chalillo dam in Belize that was 
commissioned in late 2005. Growth in these areas should more than offset reductions in 
allowed regulated returns due to declines in long-term interest rates over the past year.
We are increasing our rating from Hold to BUY due to recent share price weakness.

Noteworthy

• Newfoundland Power changed revenue recognition policy to accrual basis

o Reduces Q1 and Q2 earnings and increases Q3 and Q4 earnings

o No impact on full year basis

• Regulatory

o Maritime Electric

§ Filed for 1.6% rate increase effective July 1, 2006

§ Filed for approval of Wind Power Purchase Arrangement with 
the Government of PEI

o FortisAlberta 

§ Filed 2006/2007 Application

§ Decision expected in Fall 2006

o FortisBC

§ Current ROE mechanism adjusted by BCUC

§ 2006 ROE increased to 9.2% from 8.69% after regulatory 
review

§ Company currently negotiating settlement for 2006 rates
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Figure 1: Fortis Inc. first quarter earnings breakdown

First Quarter Earnings
Millions of dollars 2005 2006 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $13.0 $10.7 (17.7%)

Maritime Electric $2.1 $2.1 0.0%

FortisOntario $1.1 $1.0 (9.1%)

FortisAlberta $7.8 $9.5 21.8%

FortisBC $8.9 $11.8 32.6%

Total  Canadian Earnings $32.9 $35.1 6.7%

Regulated Utilities - Caribbean
Belize Electricity $1.0 $1.5 50.0%

Caribbean Utilities - equity income $2.5 $1.6 (36.0%)

Total Caribbean Earnings $3.5 $3.1 (11.4%)

Non-Regulated
Fortis Generation $2.1 $5.4 157.1%

Fortis Properties $1.5 $1.5 0.0%

Total Non-Regulated Earnings $3.6 $6.9

Corporate and Consolidated Adjustments ($8.7) ($8.5) (2.3%)
Recurring Earnings $31.3 $36.6 16.9%
Non-recurring items $7.9 $0.0

Reported Net Earnings $39.2 $36.6 (6.6%)

EPS:
Recurring $0.32 $0.35 11.0%

Non-recurring items $0.08 $0.00
Reported $0.40 $0.35

Cash Flow Per Share $0.73 $0.77 6.1%

Average Shares Outstanding (mln) 98.0 103.3 5.4%

Regulated
Earnings $36.4 $38.2 4.9%
% of total 116% 104% n.m.

Non-Regulated
Earnings $3.6 $6.9 91.7%
% of total 12% 19% 63.9%

Corporate
Earnings ($8.7) ($8.5)
% of total (27.8%) (23.2%)

Revenue recognition changed to accrual basis on 
Jan 1/06 reduced earnings by $2.0 mln - will be 
recovered in 3Q and 4Q.

50 MW gas turbine commissioned in Q1 offset by 
lower than expected energy cost curtailments.

In-line with the $0.36 consensus estimate.

Higher operating earnings offset by increased 
amortization and financing costs.

Higher production and lower interest costs partly 
offset by lower average Ontario electricity price.

4 for 1 stock split effective Oct. 12/05 - prior period 
shares adjusted for comparison purposes.

Increased rates, electricity volume growth partly 
offset by $0.1 mln FX loss ($0.2 mln gain in Q1/05).

1.9% increased electricity sales, 2.1% higher rates 
than in Q1/05 and lower effective tax rate.

Higher investment base, lower opex partly offset by 
higher depreciation and interest costs.

Increased production boosts results.

Higher fuel expense (to be recovered on a lag basis). 
Up $0.5 mln excluding fuel.

Source: Canaccord Adams, Company reports



Daily Letter | 4
2 May 2006

Investment risks

Some of the specific risk factors that pertain to the projected six to 12 month stock price 
target for Fortis Inc. are as follows: 1) Price movement in electricity rates and 
commodities used for electricity generation could impact profitability; 2) International 
operations have currency rate exposure and liquidity risks associated with those 
currencies; 3) Credit risk of contract counterparties; 4) Debt refinancing at higher interest 
rates could impact the income of the company; 5) Equipment failure or extreme weather 
conditions could adversely affect operating facilities; 6) Change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; 7) Change 
in regulatory or political climate could impinge on the profitability and the future growth 
and development of Fortis; 8) The inability to maintain, or to renew, the collective 
bargaining agreements with unionized workers on acceptable terms could result in 
increased labour costs or service interruptions arising from labour disputes; 
9) Challenging economic condition which may impact demand for products and services, 
peer-group valuation, access to capital and share trading liquidity; 10) Fortis holds 
investments in commercial real estate and hotel properties which are subject to operating 
risks associated with the industry; 11) If the announced increase to the dividend tax 
credit is not passed into law, it would have a material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs. 
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment 

Research hereby certifies that (i) the recommendations and opinions expressed in the Investment Research 
accurately reflect the Investment Analyst’s personal, independent and objective views about any and all of the 
Designated Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s 
coverage universe and (ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the Investment Analyst in the 
Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 1 April 2006)

Coverage Universe IB Clients

Rating # % %

Buy 287 54.9% 36.6%

Speculative Buy 55 10.5% 49.1%

Hold 163 31.2% 23.3%

Sell 18 3.4% 27.8%

523 100.0%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.
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Canaccord Adams Research Disclosures as of 2 May 2006
Company Disclosure
Fortis Inc. 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which decreases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..
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US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.

FTS : TSX : C$22.65 BUY  

Target: C$26.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $19.26-25.64
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,341.6
Shares Out. (M) basic: 103.4
Current Dividend/Share: $0.64
Current Dividend Yield: 2.8%

EARNINGS SUMMARY:
FYE Dec 2004A 2005A 2006E 2007E
EPS: $1.09 $1.16 $1.30 $1.40
P/E: 20.7x 19.5x 17.4x 16.2x
CFPS: $2.59 $2.87 $2.85 $3.00
P/CF: 8.8x 7.9x 7.9x 7.6x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified electric utility holding company 
with assets of $2 billion and annual revenue of over 
$715 million. The company has holdings in 7 electric 
distribution utilities located in Newfoundland and 
Labrador, PEI, Ontario, Alberta, BC, Belize and the 
Cayman Islands. It also owns two subsidiaries engaged 
solely in electricity generation in NY and Belize. Fortis 
also has real estate and hotel operations in Atlantic 
Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

CONTINUES TRACK RECORD OF 
SOLID RESULTS 
Event
Fortis announced second quarter results that were right in line with our 
expectations and a couple of cents above the consensus estimate.
However, non-regulated operations are looking more solid for the year 
and we are revising our estimates upward.

Impact
Modestly positive 

Valuation
We are maintaining our $26.00 target and BUY rating on the shares of 
Fortis. Our target price is derived from a combination of valuation 
metrics that include earnings and dividend yields relative to long term 
interest rates, dividend discount models, and earnings and cash flow 
multiples relative to both historical valuation and its utility and pipeline 
peers.

Summary
Fortis reported second quarter recurring earnings of $0.34 versus $0.29 
last year, in line with our $0.35 estimate and the $0.33 consensus 
estimate. Net reported earnings were $0.37 versus $0.37. For the first 
half of the year, recurring EPS was $0.70 versus $0.61 for the same 
period last year. The regulated utility operations continue to deliver 
earnings consistent with our expectations and similar to last year. Note 
that a change in accounting for revenue recognition reduced the 
contribution from Newfoundland Power by $3.2 million in the quarter, 
which will reverse in the second half of the year. In the non-regulated 
division, drastically increased rainfall and the operation of the Chalillo 
dam in Belize as well as improved hydrology in Upper New York State 
boosted earnings by 2.5 million (up 78% from Q2/05). Earnings were
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partly offset by lower realized spot prices in Ontario. For a more detailed breakout of the 
second quarter results, please refer to Figure 1.

Outlook
We are increasing our 2006 and 2007 estimates to $1.30 and $1.40 from $1.25 and $1.30, 
respectively. The company’s business divisions appear to be operating well as 
FortisAlberta and FortisBC utility operations continue to deliver strong earnings, with 
significant capital additions adding to rate base and driving earnings growth. In 2006 and 
2007 capital expenditures at Fortis BC and FortisAlberta are expected to be about $400 
million. Total capital additions for the company in 2006 are expected to be $450 million 
with $425 million to be invested in utility operations. Earnings growth in 2006 and 2007 
will also be driven by the addition of a 50 MW generating station on Prince Edward Island 
(February 2006 in-service date), new generation from the Chalillo dam in Belize 
(commissioned late 2005) and the addition of expanded operations at Fortis Properties.

Noteworthy Items

• FortisBC is doing so well that it had to adjust earnings $1.5 million downwards as it 
appears it would exceed its maximum allowed return

• Increased interest in Belize Electricity through the purchase of share rights from other 
investors

o Now owns 70.1% versus 68.5%

• Newfoundland Power changed revenue recognition policy to accrual basis

o As anticipated, reduces 1H earnings and increases 2H earnings

o No impact on full year basis

• Earnings positively impacted by non-cash gain on unrealized foreign exchange

o $1.6 million after-tax or 1.5¢ per share

• Second quarter earnings growth mainly due to non-regulated side and reduced 
corporate expense.
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Figure 1: Fortis Inc. second quarter financial details

Second Quarter Earnings
Millions of dollars 2005 2006 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $10.1 $8.0 (20.8%)

Maritime Electric $2.3 $2.2 (4.3%)

FortisOntario $0.9 $0.5 (44.4%)

FortisAlberta $7.7 $12.0 55.2%

FortisBC $5.4 $4.2 (23.1%)

Total  Canadian Earnings $26.4 $26.8 1.5%

Regulated Utilities - Caribbean
Belize Electricity $1.9 $2.3 21.1%

Caribbean Utilities - equity income $2.0 $2.1 5.0%

Total Caribbean Earnings $3.9 $4.4 12.8%

Non-Regulated
Fortis Generation $3.2 $5.7 78.1%

Fortis Properties $4.8 $5.0 4.2%

Total Non-Regulated Earnings $8.0 $10.7

Corporate and Consolidated Adjustments ($8.2) ($6.9) 15.9%
Recurring Earnings $30.1 $35.0 16.3%
Non-recurring items $8.1 $2.9

Reported Net Earnings $38.2 $37.9 (0.8%)

EPS:
Recurring $0.29 $0.34 15.7%

Non-recurring items $0.08 $0.03
Reported $0.37 $0.37

Cash Flow Per Share $0.90 $0.68 (24.2%)

Average Shares Outstanding (mln) 102.9 103.4 0.5%

Regulated
Earnings $30.3 $31.2 3.0%
% of total 101% 89% n.m.

Non-Regulated
Earnings $8.0 $10.7 33.8%
% of total 27% 31% 15.0%

Corporate
Earnings ($8.2) ($6.9)
% of total (27.2%) (19.7%)

Acounting change for revenue recognition reduces 
earnings by $3.2 mln; will be recovered in 2H.

In-line with our 35¢ estimate and the 33¢ 
consensus estimate.

Expanded operations, slightly higher occupancy 
rates and lower REVPAR.

Higher hydro production in Belize partly offset by 
lower Ontario price ($45.32/MWh vs $60.24/MWh)

4 for 1 stock split effective Oct. 12/05 - prior period 
shares adjusted for comparison purposes.

11% increase in rates partly offset by $0.2 mln 
impact of strong C$.

Electricity sales growth of 4% and lower tax rate.

Higher energy supply costs, amortization and 
financing costs partly offset by 5.9% rate increase.

12.4% increase in production; most of increase due 
to heavy rain in Belize.

Generating capacity now at 2% below pre-Hurricane 
Ivan levels.

Includes $1.6 mln non-realized FX gain.

Includes $1.6 mln gain on sale of property, $2 mln 
positive tax adjustment, $0.7 mln insurance 
recovery and $1.4 mln negative charge at utility 
operations.

Source: Canaccord Adams
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Investment Risk 
Some of the specific risk factors that pertain to the projected six to 12-month stock price 
target for Fortis Inc. are as follows: 1) Price movement in electricity rates and 
commodities used for electricity generation could impact profitability; 2) International 
operations have currency rate exposure and liquidity risks associated with those 
currencies; 3) Credit risk of contract counterparties; 4) Debt refinancing at higher 
interest rates could impact the income of the company; 5) Equipment failure or extreme 
weather conditions could adversely affect operating facilities; 6) Change in public policy 
on environmental health and safety risk could impose unexpected costs on Fortis; 7) 
Change in regulatory or political climate could impinge on the profitability and the future 
growth and development of Fortis; 8) The inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms could 
result in increased labour costs or service interruptions arising from labour disputes; 9) 
Challenging economic condition which may impact demand for products and services, 
peer-group valuation, access to capital and share trading liquidity; 10) Fortis holds 
investments in commercial real estate and hotel properties which are subject to 
operating risks associated with the industry; 11) If the announced increase to the 
dividend tax credit is not passed into law, it would have a material impact on our target 
price.
An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related 
travel costs. 
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APPENDIX: IMPORTANT DISCLOSURES
Analyst 
Certification:

Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment Research 
hereby certifies that (i) the recommendations and opinions expressed in the Investment Research accurately reflect 
the Investment Analyst’s personal, independent and objective views about any and all of the Designated 
Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s coverage universe and 
(ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed by the Investment Analyst in the Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of 
Ratings:
Global Stock Ratings
(as of 5 July 2006)

Coverage Universe IB Clients
Rating # % %
Buy 290 55.7% 41.4%
Speculative Buy 59 11.3% 52.5%
Hold 150 28.8% 30.0%
Sell 22 4.2% 18.2%

521 100.0%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.
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Canaccord Adams Research Disclosures as of 8 August 2006
Company Disclosure
Fortis Inc. 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.

FTS : TSX : C$23.76 BUY  

Target: C$26.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $20.36-25.64
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,461.6
Shares Out. (M) basic: 103.6
Current Dividend/Share: $0.64
Current Dividend Yield: 2.7%

EARNINGS SUMMARY:
FYE Dec 2004A 2005A 2006E 2007E
EPS: 1.09 1.16 1.32 1.45
P/E: 21.7x 20.5x 18.0x 16.4x
CFPS: 2.59 2.87 2.85 3.00
P/CF: 9.2x 8.3x 8.3x 7.9x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified electric utility holding company 
with assets of $2 billion and annual revenue of over 
$715 million. The company has holdings in 7 electric 
distribution utilities located in Newfoundland and 
Labrador, PEI, Ontario, Alberta, BC, Belize and the 
Cayman Islands. It also owns two subsidiaries engaged 
solely in electricity generation in NY and Belize. Fortis 
also has real estate and hotel operations in Atlantic 
Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

BUYS TURKS AND CAICOS UTILITIES 
Event
Fortis announced that it has purchased two electric utilities in Turks and 
Caicos for US$90 million.

Impact
Positive.

Valuation
We are maintaining our $26.00 target and BUY rating on the shares of 
Fortis. Our target price is derived from a combination of valuation 
metrics that include earnings and dividend yields relative to long term 
interest rates, dividend discount models, and earnings and cash flow 
multiples relative to both historical valuation and its utility and pipeline 
peers.

Summary
Fortis announced that it has purchased all the outstanding shares of 
P.P.C. Limited and Atlantic Equipment and Power (Turks and Caicos) 
Limited from T.C. Energy Holdings Inc., which serve about 80% of the 
electricity customers on the islands. The price of the purchase was 
US$90 million which includes about $20 million of assumed debt and
Fortis expects to finance the acquisition longer-term with about 60% 
debt. The acquired utilities hold an exclusive 50-year license (expires 
2037) that earn a return of 17.5% on their regulated asset base which 
currently stands at US$50 million. This accretive acquisition is in a 
geographic area where Fortis has significant expertise and an area that 
has posted around 15% annual demand growth. We believe the 
acquisition will add around $0.05 per share on an annual basis and we 
are raising our 2006 EPS estimate by $0.02 to $1.32 and 2007 EPS 
estimate to $1.45 to reflect the expected earnings contribution.
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Investment Risks
Some of the specific risk factors that pertain to the projected six to 12-month stock price 
target for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities 
used for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
of contract counterparties; 4) Debt refinancing at higher interest rates could impact the 
income of the company; 5) Equipment failure or extreme weather conditions could 
adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis; 
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may
impact demand for products and services, peer-group valuation, access to capital and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs.



APPENDIX: IMPORTANT DISCLOSURES
Analyst 
Certification:

Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment Research hereby 
certifies that (i) the recommendations and opinions expressed in the Investment Research accurately reflect the Investment 
Analyst’s personal, independent and objective views about any and all of the Designated Investments or Relevant Issuers 
discussed herein that are within such Investment Analyst’s coverage universe and (ii) no part of the Investment Analyst’s 
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by the 
Investment Analyst in the Investment Research.

Price 
Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution 
of Ratings:
Global Stock 
Ratings
(as of 1 
August 2006)

Coverage Universe IB Clients
Rating # % %
Buy 291 56.3% 41.2%
Speculative Buy 61 11.8% 60.7%
Hold 144 27.9% 31.3%
Sell 21 4.1% 19.0%

517 100.0%

Canaccord 
Adams 
Ratings 
System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated 
investment or the relevant issuer.

Risk 
Qualifier:

SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. 
Investments in the stock may result in material loss.
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Company Disclosure
Fortis Inc. 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 



disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.



Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.

FTS : TSX : C$24.47 BUY  

Target: C$28.00 ↑

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $20.36-25.64
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,535.2
Shares Out. (M) basic: 103.6
Current Dividend/Share: $0.64
Current Dividend Yield: 2.6%

EARNINGS SUMMARY:
FYE Dec 2004A 2005A 2006E 2007E
EPS: $1.09 $1.16 $1.32 $1.45
P/E: 22.4x 21.1x 18.5x 16.9x
CFPS: $2.59 $2.87 $2.85 $3.00
P/CF: 9.5x 8.5x 8.6x 8.2x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified electric utility holding company 
with assets of $2 billion and annual revenue of over 
$715 million. The company has holdings in 7 electric 
distribution utilities located in Newfoundland and 
Labrador, PEI, Ontario, Alberta, BC, Belize and the 
Cayman Islands. It also owns two subsidiaries engaged 
solely in electricity generation in NY and Belize. Fortis 
also has real estate and hotel operations in Atlantic 
Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

19% DIVIDEND INCREASE
Event
Fortis announced a 19% increase to its dividend.

Impact
Positive

Valuation
We are maintaining our BUY rating on the shares of Fortis but raising 
our target to C$28.00 from C$26.00. Our target price is derived from a 
combination of valuation metrics that include earnings and dividend 
yields relative to long-term interest rates, dividend discount models, and 
earnings and cash flow multiples relative to both historical valuation and 
its utility and pipeline peers.

Summary
Fortis announced that it has raised its annual dividend to $0.76 per 
share, up 18.75% from $0.64 per share to provide a yield of 3.1% and a 
payout ratio of 58%. Fortis has a history of raising its dividend annually 
and while the market was likely anticipating an increase, the magnitude 
is a pleasant surprise. We had expected the company to raise its payout 
ratio more gradually over the next five years but this dividend increase 
accelerates the payout ratio profile and adds to the value of the stock. In 
addition, with recent federal and provincial promises of dividend 
taxation reductions, dividends are becoming more attractive relative to 
interest income.  

The company continues to grow its asset base and earnings while 
maintaining its low risk, conservative growth profile. Fortis derives 
about 75% of its earnings from regulated utility assets and the stock 
offers investors an 18% total return over the next year. The dividend is 
payable on December 1, 2006 and the record date is November 3, 2006.



Daily Letter | 2
28 September 2006

Investment risks
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 
for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities used 
for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
of contract counterparties; 4) Debt refinancing at higher interest rates could impact the 
income of the company; 5) Equipment failure or extreme weather conditions could 
adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis; 
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may 
impact demand for products and services, peer-group valuation, access to capital and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.

An analyst has visited the issuer’s head office in St.John’s, Newfoundland and some of the
issuer’s material operations. No payment or reimbursement was received from the issuer 
for related travel costs.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment 

Research hereby certifies that (i) the recommendations and opinions expressed in the Investment Research 
accurately reflect the Investment Analyst’s personal, independent and objective views about any and all of the 
Designated Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s 
coverage universe and (ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the Investment Analyst in the 
Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 1 September 2006)

Coverage Universe IB Clients
Rating # % %
Buy 290 57.9% 45.2%
Speculative Buy 52 10.4% 59.6%
Hold 143 28.5% 29.4%
Sell 16 3.2% 18.8%

501 100.0%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 28 September 2006
Company Disclosure
Fortis Inc. 1A, 2, 7
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A.  investment banking services.
B.  non-investment banking securities-related services.
C.  non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.
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Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.

FTS : TSX : C$24.30 BUY  

Target: C$28.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $20.36-25.64
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,517.6
Shares Out. (M) basic: 103.6
Current Dividend/Share: $0.76
Current Dividend Yield: 3.1%

EARNINGS SUMMARY:
FYE Dec 2004A 2005A 2006E 2007E
EPS: $1.09 $1.16 $1.32 $1.45
P/E: 22.2x 20.9x 18.4x 16.8x
CFPS: $2.59 $2.87 $2.85 $3.00
P/CF: 9.4x 8.5x 8.5x 8.1x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified electric utility holding company 
with assets of $2 billion and annual revenue of over 
$715 million. The company has holdings in 7 electric 
distribution utilities located in Newfoundland and 
Labrador, PEI, Ontario, Alberta, BC, Belize and the 
Cayman Islands. It also owns two subsidiaries engaged 
solely in electricity generation in NY and Belize. Fortis 
also has real estate and hotel operations in Atlantic 
Canada.

All amounts in C$ unless otherwise noted. 

Energy – Pipeline and Power Utilities

EXPANDS HOTEL OPERATIONS 
Event
Fortis announced that it has expanded its hotel operations in Western 
Canada with the acquisition of four hotels in Alberta and British 
Columbia.

Impact
Neutral to modestly positive.

Valuation
We are maintaining our BUY rating and target price of US$28.00. Our 
target price is derived from a combination of valuation metrics that 
include earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.

Summary
Fortis announced that it has purchased four branded hotels in Alberta 
and British Columbia from Lodge Motel Ltd. for a total purchase price of 
$51.6 million including $16 million of assumed debt. The purchase 
strengthens the company’s properties division, adding 454 rooms to the 
650 rooms owned in western Canada and brings the number of hotel 
properties owned and operated by Fortis to 18. Two of the four hotels 
(one in Kelowna and one in Lethbridge) purchased have expansion 
opportunities which could be developed at a later date. The company 
expects to originally finance the purchase with short-term debt and will 
eventually refinance with about 65% longer-term debt and 35% equity. 
While only a bite-sized acquisition for the company, it is expected to 
generate about $5 million of EBIT and slightly more than a penny to 
annual earnings. The transaction is expected to close at the end of the 
month.
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Investment risks
Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities 
used for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
of contract counterparties; 4) Debt refinancing at higher interest rates could impact the 
income of the company; 5) Equipment failure or extreme weather conditions could 
adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis;
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may 
impact demand for products and services, peer-group valuation, access to capital and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst 
Certification:

Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment Research 
hereby certifies that (i) the recommendations and opinions expressed in the Investment Research accurately reflect 
the Investment Analyst’s personal, independent and objective views about any and all of the Designated 
Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s coverage universe and 
(ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by the Investment Analyst in the Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of 
Ratings:
Global Stock 
Ratings
(as of 2 October 
2006)

Coverage Universe IB Clients
Rating # % %
Buy 306 58.4% 41.8%
Speculative Buy 53 10.1% 60.4%
Hold 146 27.9% 34.2%
Sell 19 3.6% 10.5%

524 100.0%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated 
investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. 
Investments in the stock may result in material loss.
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Canaccord Adams Research Disclosures as of 19 October 2006
Company Disclosure
Fortis Inc. 1A, 2, 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A.  investment banking services.
B.  non-investment banking securities-related services.
C.  non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.
FTS : TSX : C$25.52 BUY  

Target: C$28.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

Energy -- Pipeline and Power Utilities

GREAT QUARTER
Outlook
Fortis’s quarterly results have outpaced our earnings expectations, compelling us to once 
again raise our earnings estimates for 2006 and 2007. Specifically, we are increasing our 
2006 EPS estimate to $1.35 from $1.32 and our 2007 EPS estimate to $1.50 from $1.45. 
Fortis’s business segments continue to operate well and are well positioned to deliver solid 
earnings growth. For 2006, the company expects to invest $475 million (up from $450 
million from previous guidance) in its regulated operations with about $340 million to be 
spent in FortisBC and FortisAlberta. Over the next five years, growth will be fuelled by 
more than $2 billion of capital projects expected to be spent in the company’s regulated 
utilities. Earnings growth in 2007 will also be driven by smaller-sized acquisitions (such as 
the recent $97 million purchase of two Turks and Caicos utilities for $75.4 million 
excluding debt assumption and the $52 million purchase of four hotels in Alberta and BC).

Valuation
We are maintaining our BUY rating and target price of US$28.00. Our target price is 
derived from a combination of valuation metrics that include earnings and dividend yields 
relative to long-term interest rates, dividend discount models, and earnings and cash flow 
multiples relative to both historical valuation and its utility and pipeline peers.

Earnings summary
Fortis reported third quarter recurring earnings of $0.37 versus $0.32 last year, 
significantly above our $0.32 expectation and the $0.31 consensus estimate. With the 
exception of Newfoundland Power, all the regulated operations delivered increased 
earnings, delivering $6.5 million ($0.06 per share) more than the same period last year.
This was mainly due to improved performance at FortisAlberta, which benefited from 
increased deductions for tax purposes, with improved normalized earnings by $5 million 
(about $0.05 per share). In addition, the inclusion of one month’s contribution from the 
Turks and Caicos utilities contributed modestly to earnings (less than $0.01 per share). 
Earnings from Newfoundland Power were $0.8 million lower than in 2005 as energy-
supply costs climbed. The non-regulated generation assets also delivered superior results 
with incremental electricity sales contribution from the Chalillo Dam (in service late 2005), 
lower financing costs and a lower effective tax rate. Fortis Properties posted strong results 
($6.3 million versus $4.9 million) mainly as a result of the contribution from property 
expansions and a lower effective tax rate. For the first nine months of the year, Fortis 

EARNINGS SUMMARY:
FYE Dec 2005A 2006E 2007E

EPS: $1.16 $1.35 $1.50 

P/E: 22.0x 18.9x 17.0x

CFPS: $2.87 $3.00 $3.20 

P/CF: 8.9x 8.5x 8.0x
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posted recurring EPS of $1.05 versus $0.93 for the same period last year. For more details 
on the third quarter results, please refer to Figure 1.

Noteworthy items
• June 2006 share offering of Belize Electricity raises $37 million and lowers financing 

costs.

• Effective tax rate drops to 14.2% from 33.4%;

o Mainly due to increased capitalized interest.

• Dolgeville facility (included in non-regulated generation operations) flooded again and 
was down for most of the third quarter;

o Returned to service in late Q3, minor impact.

• New properties at Fortis Properties

o Expansion of Holiday Inn, Sarnia;

o Expansion of Holiday Inn, Kitchener-Waterloo;

o Expansion of Blue Cross Centre, New Brunswick;

o October 19, 2006 purchase of four branded hotels in Alberta and BC.

• Earnings positively impacted by non-cash gain on unrealized foreign exchange;

o About $2.3 million after-tax or 2¢ per share.
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Figure 1: Fortis Inc. third quarter earnings by division

Third Quarter Earnings
Millions of dollars 2005 2006 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $3.4 $2.6 (23.5%)

Maritime Electric $3.0 $3.1 3.3%

FortisOntario $0.5 $1.6 220.0%

FortisAlberta $7.3 $12.3 68.5%

FortisBC $4.6 $5.7 23.9%

Total  Canadian Earnings $18.8 $25.3 34.6%

Regulated Utilities - Caribbean
Belize Electricity $3.2 $3.8 18.8%

Caribbean Utilities - equity income $3.0 $3.2 6.7%

Turks and Caicos utilities - $0.7 n.m.

Total Caribbean Earnings $6.2 $7.7 24.2%

Non-Regulated
Fortis Generation $7.1 $7.8 9.2%

Fortis Properties $4.9 $6.3 28.6%

Total Non-Regulated Earnings $12.0 $14.1 17.1%

Corporate and Consolidated Adjustments ($3.9) ($8.3) (112.8%)
Recurring Earnings $33.1 $38.8 17.1%
Non-recurring items $4.3 $0.0 n.m.

Reported Net Earnings $37.4 $38.8 3.7%

EPS:
Recurring $0.32 $0.37 16.4%

Non-recurring items $0.04 $0.00 n.m.
Reported $0.36 $0.37 3.1%

Cash Flow Per Share $0.67 $0.77 14.3%

Average Shares Outstanding (mln) 103.0 103.6 (0.6%)

Regulated
Earnings $25.0 $33.0 32.0%
% of total 67.5% 85.1% 17.6 bps

Non-Regulated
Earnings $12.0 $14.1 17.1%
% of total 32.5% 36% 3.8 bps

Corporate
Earnings ($3.9) ($8.3) (112.8%)
% of total (11.8%) (21.4%) 9.6 bps

$1.4 mln higher energy supply costs partly offset 
by $0.6 mln recognition of unbilled revenue 
accrual. 

Beats the 31¢ consensus and our 32¢ estimate.

Increased contribution from property expansions 
and lower effective tax rate.

Higher production in Belize, lower effective tax 
rate and reduced financing costs partly offset by 
higher opex and lower Ontario electricity prices.

4 for 1 stock split effective Oct. 12/05 - prior 
period shares adjusted for comparison purposes.

Mainly due to lower financing charges as funds 
from recent equity issue used to repay debt and 
earn interest.

Increased distribution rates and lower opex.

Rapidly expanding operations; 2006 capex $230 
mln about 20% above previously approved 
amount of $191 mln.

Chalillo Dam added generation capacity; Fortis 
Properties expansions.

Purchased August 28th.

$3.5 mln lower FX gains.

Source: Canaccord Adams

Investment risks
Some of the specific risk factors that pertain to the projected six to 12-month stock price 
target for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities 
used for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
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of contract counterparties; 4) Debt refinancing at higher interest rates could impact the 
income of the company; 5) Equipment failure or extreme weather conditions could 
adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis; 
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may 
impact demand for products and services, peer-group valuation, access to capital, and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment 

Research hereby certifies that (i) the recommendations and opinions expressed in the Investment Research 
accurately reflect the Investment Analyst’s personal, independent and objective views about any and all of the 
Designated Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s 
coverage universe and (ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the Investment Analyst in the 
Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
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Buy 306 58.4% 41.8%
Speculative Buy 53 10.1% 60.4%
Hold 146 27.9% 34.2%
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Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 31 October 2006



Flash Update | 6
31 October 2006

Company Disclosure
Fortis Inc. 1A, 2, 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
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disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This investment research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this investment research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This investment research complies with the Financial Services Authority's Conduct of Business Sourcebook 
and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial Services 
Authority, in connection with its distribution in the United Kingdom. This material is not for distribution in 
the United Kingdom to private customers, as defined under the rules of the Financial Services Authority. 
Canaccord Adams Limited accepts responsibility for this investment research and its dissemination in the 
United Kingdom. The information contained in this investment research is only intended for distribution in 
the UK to persons who qualify as intermediate customers or market counterparties, as defined under the 
rules of the Financial Services Authority.

For European Residents: If this investment research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
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Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.
FTS : TSX : C$25.52 BUY  

Target: C$28.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

Energy -- Pipeline and Power Utilities

RAISES STAKE IN CARIBBEAN UTILITIES  
Event
Fortis announced that it has purchased an additional 16% of Caribbean Utilities Company 
Ltd. for US$49 million, giving it a controlling interest at 54%.

Impact
Modestly positive.

Valuation
We are maintaining our BUY rating and target price of C$28.00. Our target price is derived 
from a combination of valuation metrics that include earnings and dividend yields relative 
to long-term interest rates, dividend discount models, and earnings and cash flow 
multiples relative to both historical valuation and its utility and pipeline peers.

Summary
Fortis announced that it has acquired another 4.1 million shares or 16% of Caribbean 
Utilities Company Ltd. for US$11.89 per share for an aggregate price of $49 million. The 
shares were purchased from International Power Holdings Ltd. and four other parties 
associated with International Power Holdings. We expect the purchase to be accretive and 
add about $0.02-0.03 to annual earnings per share. With a majority ownership of 
Caribbean Utilities, Fortis will now consolidate the earnings into its financial statements.  
The company will finance the acquisition mainly with today’s announcement of a 5.5%, 
US$40 million debenture issue. With the recent investments in the Caribbean and its 
property division combined with the rapid growth of its western utility operations, we 
expect the company will require an equity issue sometime in 2007.  

The company continues to invest in geographic and operational areas where it has 
extensive knowledge and experience, allowing it to provide stable and lower risk growth 
for investors. In addition, Fortis could look for investments in regulated Canadian gas 
distribution assets, particularly if existing owners wanted to sell.   

Investment risks
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 
for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities used 
for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
of contract counterparties; 4) Debt refinancing at higher interest rates could impact the
income of the company; 5) Equipment failure or extreme weather conditions could 
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adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis; 
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may 
impact demand for products and services, peer-group valuation, access to capital and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment 

Research hereby certifies that (i) the recommendations and opinions expressed in the Investment Research 
accurately reflect the Investment Analyst’s personal, independent and objective views about any and all of the 
Designated Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s 
coverage universe and (ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the Investment Analyst in the 
Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 2 October 2006)

Coverage Universe IB Clients
Rating # % %
Buy 306 58.4% 41.8%
Speculative Buy 53 10.1% 60.4%
Hold 146 27.9% 34.2%
Sell 19 3.6% 10.5%

524 100.0%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A.  investment banking services.
B.  non-investment banking securities-related services.
C.  non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
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will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This investment research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this investment research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This investment research complies with the Financial Services Authority's Conduct of Business Sourcebook 
and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial Services 
Authority, in connection with its distribution in the United Kingdom. This material is not for distribution in 
the United Kingdom to private customers, as defined under the rules of the Financial Services Authority. 
Canaccord Adams Limited accepts responsibility for this investment research and its dissemination in the 
United Kingdom. The information contained in this investment research is only intended for distribution in 
the UK to persons who qualify as intermediate customers or market counterparties, as defined under the 
rules of the Financial Services Authority.

For European Residents: If this investment research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.



Flash Update | 6
7 November 2006

Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.

FTS : TSX : C$26.80 BUY  

Target: C$28.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $20.36-27.50
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,781.8
Shares Out. (M) basic: 103.8
Current Dividend/Share: $0.76
Current Dividend Yield: 2.8%

EARNINGS SUMMARY:
FYE Dec 2004A 2005A 2006E 2007E
EPS: $1.09 $1.16 $1.35 $1.50
P/E: 24.5x 23.1x 19.9x 17.9x
CFPS: $2.59 $2.87 $3.00 $3.30
P/CF: 10.4x 9.3x 8.9x 8.1x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated electric 
distribution utilities in Alberta, BC, Newfoundland, PEI, 
Ontario, Upper New York State, Belize, Turks and Caicos 
Islands, Grand Cayman, and Cayman Islands. Fortis also 
owns and operates hotels and real estate in Canada.
All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

NEWFOUNDLAND POWER'S 2007 
ROE DECLINES – NO SURPRISE 
Event
Fortis’s 100%-owned Newfoundland Power announced that its return on 
equity will decline in 2007, reducing its earnings contribution by $2.5 
million or $0.02 per share.

Impact
Neutral.

Valuation
We are maintaining our BUY rating and target price of $28.00. Our 
target price is derived from a combination of valuation metrics that 
include earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.

Summary
Fortis announced that Newfoundland Power (100%-owned by Fortis) 
will have its rate of return on common equity decline to 8.60% in 2007 
from 9.24% in 2006 and result in an approximate $2.5 million reduction 
in profit. The reduction in ROE is the result of an automatic adjustment 
mechanism, established in 1998, which determines a return for the 
utility based on changes in long-term bond yields. Given the significant 
decline in long-term bond yields over the past year, we had previously 
incorporated a lower allowed ROE for Newfoundland Power into our 
analysis. Consequently, this announcement comes as no surprise and 
does not change our 2007 EPS estimate of $1.50. With the significant 
growth the company has experienced over the past few years, the 
proportion of income generated from Newfoundland Power has declined 
to about 20% in 2007 from 40% in 2003 so changes to Newfoundland 
Power’s rates are not as significant.
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Investment risks
Some of the specific risk factors that pertain to the projected six to 12 month stock price 
target for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities 
used for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
of contract counterparties; 4) Debt refinancing at higher interest rates could impact the 
income of the company; 5) Equipment failure or extreme weather conditions could 
adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis; 
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may 
impact demand for products and services, peer-group valuation, access to capital and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment 

Research hereby certifies that (i) the recommendations and opinions expressed in the Investment Research 
accurately reflect the Investment Analyst’s personal, independent and objective views about any and all of the 
Designated Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s 
coverage universe and (ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the Investment Analyst in the 
Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of 
Ratings:
Global Stock Ratings
(as of 31 October 2006)

Coverage Universe IB Clients
Rating # % %
Buy 303 57.2% 43.2%
Speculative Buy 64 12.1% 54.7%
Hold 142 26.8% 36.6%
Sell 21 4.0% 9.5%

530 100.0%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.
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Canaccord Adams Research Disclosures as of 10 November 2006
Company Disclosure
Fortis Inc. 1A, 2, 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, director or employee, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document.

Fortis Inc.

FTS : TSX : C$28.05 BUY  

Target: C$32.00 ↑

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $20.36-28.58
Avg. Daily Vol. (000): 152.7
Market Capitalization (M): $2,911.6
Shares Out. (M) basic: 103.8
Current Dividend/Share: $0.76
Current Dividend Yield: 2.7%

EARNINGS SUMMARY:
FYE Dec 2004A 2005A 2006E 2007E
EPS: $1.09 $1.16 $1.35 $1.50
P/E: 25.7x 24.2x 20.8x 18.7x
CFPS: $2.59 $2.87 $3.00 $3.30
P/CF: 10.8x 9.8x 9.4x 8.5x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated electric 
distribution utilities in Alberta, BC, Newfoundland, PEI, 
Ontario, Upper New York State, Belize, Turks and Caicos 
Islands, Grand Cayman, and Cayman Islands. Fortis also 
owns and operates hotels and real estate in Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

RAISING TARGET PRICE
Event
We are revising our target prices upwards for utility and pipeline 
companies to reflect continuing low interest rates, higher fund flows into 
dividend paying stocks (as opposed to trusts), and higher expected 
earnings and net asset values as new projects get closer to completion. 
Specifically, we are raising our target price on the shares of Fortis Inc. 
to C$32.00 from C$28.00.

Valuation
We are maintaining our BUY rating on the shares of Fortis Inc. Our 
target price is derived from a combination of valuation metrics that 
include earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.

Investment risks
Some of the specific risk factors that pertain to the projected 6-12 month 
stock price target for Fortis Inc. are as follows:  1) Price movement in 
electricity rates and commodities used for electricity generation could 
impact profitability; 2) International operations have currency rate 
exposure and liquidity risks associated with those currencies; 3) Credit 
risk of contract counterparties; 4) Debt refinancing at higher interest 
rates could impact the income of the company; 5) Equipment failure or 
extreme weather conditions could adversely affect operating facilities; 6) 
Change in public policy on environmental health and safety risk could 
impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and 
development of Fortis; 8) The inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable 
terms could result in increased labour costs or service interruptions 
arising from labour disputes; 9) Challenging economic condition which 
may impact demand for products and services, peer-group valuation, 
access to capital and share trading liquidity; 10) Fortis holds 
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investments in commercial real estate and hotel properties which are subject to operating 
risks associated with the industry; 11) If the announced increase to the dividend tax credit 
is not passed into law, it would have a material impact on our target price.

An analyst has visited with the issuer’s management and some of the issuer’s material 
operations. No payment or reimbursement was received from the issuer for related travel 
costs.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each Investment Analyst of Canaccord Adams whose name appears on the front page of this Investment 

Research hereby certifies that (i) the recommendations and opinions expressed in the Investment Research 
accurately reflect the Investment Analyst’s personal, independent and objective views about any and all of the 
Designated Investments or Relevant Issuers discussed herein that are within such Investment Analyst’s 
coverage universe and (ii) no part of the Investment Analyst’s compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the Investment Analyst in the 
Investment Research.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 31 October 2006)

Coverage Universe IB Clients
Rating # % %
Buy 303 57.2% 43.2%
Speculative Buy 64 12.1% 54.7%
Hold 142 26.8% 36.6%
Sell 21 4.0% 9.5%

530 100.0%

Canaccord Adams 
Ratings System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 20 November 2006
Company Disclosure
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Fortis Inc. 1A, 2, 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A.  investment banking services.
B.  non-investment banking securities-related services.
C.  non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or
disclosures@canaccordadams.com.
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The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith and in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.
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Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2006. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2006. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2006. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit or visit 
http://www.canaccordadams.com/research/Disclosure.htm.

Fortis Inc.

FTS : TSX : C$28.05
BUY  

Target: C$32.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com
Christy Taylor 1.604.643.7034
christy.taylor@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $20.36-30.00
Avg. Daily Vol. (000): 258.9
Market Capitalization (M): $2,911.6
Shares Out. (M) basic: 103.8
Current Dividend/Share: $0.84
Current Dividend Yield: 3.0%

EARNINGS SUMMARY:
FYE Dec 2005A 2006A 2007A 2008E
EPS: $1.16 $1.39 $1.50 $1.65
P/E: 24.2x 20.2x 18.7x 17.0x
CFPS: $2.87 $2.89 $3.27 $3.40
P/CF: 9.8x 9.7x 8.6x 8.2x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated electric 
distribution utilities in Alberta, BC, Newfoundland, PEI, 
Ontario, Upper New York State, Belize, Turks and Caicos 
Islands, Grand Cayman, and Cayman Islands. Fortis also 
owns and operates hotels and real estate in Canada.

All amounts in C$ unless otherwise noted.

Energy -- Pipeline and Power Utilities

ANOTHER QUARTER ABOVE 
EXPECTATIONS
Event
Fortis released fourth quarter recurring EPS of $0.32 per share, once 
again beating expectations. In addition, the company announced a 
10.5% increase to its quarterly dividend.

Impact
Neutral.

Valuation
We are maintaining our BUY rating on the shares of Fortis Inc. Our 
target price is derived from a combination of valuation metrics that 
include earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.

Summary
Fortis reported fourth quarter recurring earnings of $0.32 versus $0.26 
last year, a few cents above our $0.29 estimate and the $0.27 consensus 
estimate. The company raised its quarterly dividend by 10.5% to $0.21 
from $0.19. The increased dividend is payable on June 1, 2007 to 
shareholders of record on May 4, 2007. We are re-iterating our BUY 
rating and $32.00 target price on the shares of Fortis. We are 
maintaining our 2007 EPS estimate of $1.50 and are introducing our 
2008 EPS estimate of $1.65. Fortis’s continues to deliver quarterly 
results in excess of expectations.

The Quarter
Generally, the regulated operations were as expected, with the 
improvement coming from Fortis Generation. The company’s regulated 
utilities delivered earnings 53% above the same period last year, due 
primarily to a change in accounting at Newfoundland Power that 
effectively re-allocates earnings between quarters (up $0.06 per share) 
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and from the August 28 addition of utilities in Turks and Caicos (adding 0.03 per share). 
With the exception of FortisBC (down $0.1 million) and Caribbean Utilities (flat), all utility 
operations posted improved quarter over quarter earnings.

Earnings from the non-regulated generation assets were down from Q4/05 as lower 
wholesale prices in Ontario muted performance. This was partly mitigated with 
incremental electricity sales contribution from the Chalillo Dam (in service late 2005), 
lower financing costs and a lower effective tax rate. The contribution from Fortis 
Properties was also lower (down $0.1 million) as the addition and expansion of properties 
were offset by increased financing and amortization expenses. For the full year, Fortis 
posted recurring EPS of $1.39 versus $1.16 for the same period last year. For more details 
on the fourth quarter and full year results, please refer to Figures 1 and 2.

Outlook
Fortis’s business segments continue to operate well and are well positioned to deliver solid 
earnings growth. For 2007, the company expects to invest $610 million into its regulated 
operations of which about $400 million is expected to be spent in FortisBC and 
FortisAlberta: over the next two years, the rate base for FortisBC and FortisAlberta is 
expected to grow by about 30%. Over the next five years, earnings growth will be helped 
by more than $2.6 billion of capital projects expected to be spent in the company’s 
regulated utilities. Earnings growth in 2007 will also be driven by smaller-sized 
acquisitions including the $97 million purchase of two Turks and Caicos utilities in late 
August 2006, the $52 million purchase of four hotels in Alberta and BC in November 2006 
and the $56 million purchase of an additional 16% interest in Caribbean Utilities in 
November 2006.

Noteworthy Items
• Raises dividend by 10.5%

o Now $0.84 annually versus $0.76

• Future capex plans

o $610 million for regulated operations

§ 33% for continued and enhanced performance, reliability and 
safety of generation, transmission and distribution assets

§ 46% to meet customer growth 

§ 21% related to facilities, equipment, vehicles and IT systems

§ ~65% of 2007 capex for Fortis BC and Fortis Alberta

o Over $2.6 billion expected to be spent in 2007 - 2011

• Accounting for Caribbean Utilities’ earnings will change to the consolidation method 
from the equity method 

o Due to ownership increasing above 50% in November 2006

• Turks and Caicos acquisition adds $0.03 to 2006 EPS
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Figure 1: Fourth quarter financial details

Fourth Quarter Earnings
Millions of dollars 2005 2006 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $2.9 $8.8 203.4%

Maritime Electric $1.7 $2.4 41.2%

FortisOntario $0.2 $1.0 400.0%

FortisAlberta $7.2 $8.3 15.3%

FortisBC $5.7 $5.6 (1.4%)

Total  Canadian Earnings $17.7 $26.1 47.6%

$22.5 $34.5
Regulated Utilities - Caribbean
Belize Electricity $2.0 $2.8 40.0%

Caribbean Utilities - equity income $2.8 $2.8 0.0%

Turks and Caicos utilities - $2.8 n.m.

Total Caribbean Earnings $4.8 $8.4 75.0%

Non-Regulated
Fortis Generation $9.2 $6.8 (26.1%)

Fortis Properties $2.9 $2.8 (3.4%)

Total Non-Regulated Earnings $12.1 $9.6 (20.7%)

Corporate and Consolidated Adjustments ($7.8) ($11.0) (41.0%)
Recurring Earnings $26.8 $33.1 23.6%
Non-recurring items ($4.5) $0.8 n.m.

Reported Net Earnings $22.3 $33.9 52.0%

EPS:
Recurring $0.26 $0.32 22.6%

Non-recurring items ($0.04) $0.01 n.m.
Reported $0.22 $0.33 50.8%

Cash Flow Per Share $0.69 $0.78 12.0%

Average Shares Outstanding (mln) 103.1 104.0 (0.8%)

Regulated
Earnings $22.5 $34.5 53.4%
% of total 84.0% 104.2% 20.3 bps

Non-Regulated
Earnings $12.1 $9.6 (20.7%)
% of total 45.1% 29.0% (16.2 bps)

Corporate
Earnings ($7.8) ($11.0) (41.0%)
% of total (29.1%) (33.2%) (4.1 bps)

Changed method for billing revenue; $1.6 mln 
recognition of deferral for unbilled revenue.

Above our 29¢ estimate.

Lower Ontario wholesale prices. 

Lower financing charges and increase electrical 
sales.

Higher distribution rates effective May 1, 2006.

Higher rate base.

Added Turks and Caicos utilities and changed 
method for billing revenue at Newfoundland Power 
(shifts earnings between quarters).

Additional 16% acquired Nov. 7/06 but accounted 
for on a lag basis with quarter ended Oct. 31.

Higher preference dividends, increased debt levels 
and lower income tax recovery.

Purchased Aug 28/06.

Source: Canaccord Adams



Daily Letter | 4
9 February 2007

Figure 2: Full year financial details

Full Year Earnings
Millions of dollars 2005 2006 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $29.3 $30.1 2.7%

Maritime Electric $9.1 $9.8 7.7%

FortisOntario $2.7 $4.0 48.1%

FortisAlberta $27.1 $42.1 55.2%

FortisBC $24.6 $27.4 11.3%

Total  Canadian Earnings $92.8 $113.3 22.1%

Regulated Utilities - Caribbean
Belize Electricity $8.0 $10.4 30.0%

Caribbean Utilities - equity income $10.3 $9.7 (5.8%)

Turks and Caicos utilities - 3.5 n.m.

Total Caribbean Earnings $18.3 $23.6 29.0%

Non-Regulated
Fortis Generation $21.7 $25.7 18.2%

Fortis Properties $14.1 $15.6 10.6%

Total Non-Regulated Earnings $35.8 $41.3

Corporate and Consolidated Adjustments ($28.6) ($34.7) 21.3%
Recurring Earnings $118.3 $143.5 21.3%
Non-recurring items $18.8 $3.7 n.m.

Reported Net Earnings $137.1 $147.2 7.4%

EPS:
Recurring $1.16 $1.39 19.1%

Non-recurring items $0.18 $0.04
Reported $1.35 $1.42

Cash Flow Per Share $2.87 $2.89 0.8%

Average Shares Outstanding (mln) 101.8 103.6 1.8%

Regulated
Earnings $111.1 $136.9 23.2%
% of total 94% 95% 1.5 bps

Non-Regulated
Earnings $35.8 $41.3 15.2%
% of total 30% 29% (1.5 bps)

Corporate
Earnings ($28.6) ($34.7) (21.3%)
% of total (24.2%) (24.2%) (0.0 bps)

64 bp reduction in ROE for 2007.

3.35% increase in 2006 rates and higher 
electricity sales.

Includes $1.6 mln gain on sale of property, 
$2 mln positive tax adjustment, $0.7 mln 
insurance recovery, $1.4 mln negative 
charge at utility operations and $0.8 mln 
accrued insurance recovery.

Ontario wholesale prices ($46.38/MWh vs. 
$68.49/MWh), lower contracted price in 
Belize offset by higher production.

Will change from equity to consolidated 
method of accounting effective Q1/07. 

ROE for 2007 42 bps lower than in 2006; 
expect to be more than offset by growth.

Above our $1.35 estimate and the $1.31 
consensus estimate.

11% increase in rates effective July/05, sales 
growth, and lower financing charges, partly 
offset by weaker US dollar.

2007 ROE lower at 8.77% vs 9.20% in 2006; 
expect to be more than offset by rapid rate 
base growth $255 mln in 2007/8.

Growth in hotel operations and lower 
corporate taxes.

Source: Canaccord Adams
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Investment risks

Some of the specific risk factors that pertain to the projected 6-12 month stock price target 
for Fortis Inc. are as follows: 1) Price movement in electricity rates and commodities used 
for electricity generation could impact profitability; 2) International operations have 
currency rate exposure and liquidity risks associated with those currencies; 3) Credit risk 
of contract counterparties; 4) Debt refinancing at higher interest rates could impact the 
income of the company; 5) Equipment failure or extreme weather conditions could 
adversely affect operating facilities; 6) Change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; 7) Change in regulatory or political 
climate could impinge on the profitability and the future growth and development of Fortis; 
8) The inability to maintain, or to renew, the collective bargaining agreements with 
unionized workers on acceptable terms could result in increased labour costs or service 
interruptions arising from labour disputes; 9) Challenging economic condition which may 
impact demand for products and services, peer-group valuation, access to capital and 
share trading liquidity; 10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; 11) If the 
announced increase to the dividend tax credit is not passed into law, it would have a 
material impact on our target price.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research.

Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 
payment or reimbursement was received from the issuer for related travel costs.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 1 February 2007)

Coverage Universe IB Clients
Rating # % %
Buy 293 55.7% 42.3%
Speculative Buy 68 12.9% 69.1%
Hold 142 27.0% 29.6%
Sell 23 4.4% 13.0%

526 100.0%

Canaccord Ratings 
System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.
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Canaccord Adams Research Disclosures as of 9 February 2007
Company Disclosure
Fortis Inc. 1A, 2, 7

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.

Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2007. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2007. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2007. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm.

Fortis Inc.

FTS : TSX : C$28.05 BUY  

Target: C$32.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com
Christy Taylor 1.604.643.7034
christy.taylor@canaccordadams.com

COMPANY STATISTICS:
52-week Range: $20.36-30.00
Avg. Daily Vol. (000): 258.9
Market Capitalization (M): $2,911.6
Shares Out. (M) basic: 103.8
Current Dividend/Share: $0.84
Current Dividend Yield: 3.0%

EARNINGS SUMMARY:
FYE Dec 2005A 2006E 2007E 2008E
EPS: $1.16 $1.39 $1.50 $1.75
P/E: 24.2x 20.2x 18.7x 16.0x
CFPS: $3.02 $2.86 $3.30 $3.75
P/CF: 9.3x 9.8x 8.5x 7.5x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated electric 
distribution utilities in Alberta, BC, Newfoundland, PEI, 
Ontario, Upper New York State, Belize, Turks and Caicos 
Islands, Grand Cayman, and Cayman Islands. Fortis also 
owns and operates hotels and real estate in Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

GENERATES STRONG RESULTS FROM 
ALL DIVISIONS
Event
Fortis announced normalized first quarter earnings per share of $0.40, a 
few cents above the consensus estimate and in line with our expectations.

Impact
Neutral.

Valuation
We are maintaining our BUY rating on the shares of Fortis. Our target 
price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.

Outlook
On February 26, Fortis announced the purchase of the regulated natural 
gas distribution franchise assets of Terasen Gas and Terasen Gas 
(Vancouver Island) from Kinder Morgan Inc. The $3.7 billion purchase 
included approximately $2.3 billion of assumed debt. Also on February 
26, Fortis announced the $1.15 billion offering of subscription receipts 
to finance the acquisition. While the purchase has not yet closed, it is 
expected to be completed this quarter. We expect the addition of 
Terasen Gas to add about $0.05-0.10 to Fortis’s annual EPS once 
completed. However, we expect that the seasonality or timing of the 
earnings contribution will negatively impact 2007 earnings. Terasen Gas 
has the majority of earnings occurring in the first quarter, with losses in 
the second and third quarter, and followed by an earnings contribution 
in the fourth quarter.  Consequently, given that Fortis will miss the 
strongest earnings quarter and has non-seasonal acquisition financing 
costs, 2007 earnings will be negatively impacted but 2008 will be 
positively impacted. Until the acquisition is completed, we are not 
revising our 2007 or 2008 EPS estimates.
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Fortis’s earnings growth will be driven primarily from regulated assets: through utility 
acquisitions and significant capital spending that increases rate bases and returns. For 
2007, the company expects to invest $631 million into its regulated operations, of which 
$134 million was spent in the first quarter. Over the next five years, the company expects 
to invest an impressive $2.8 billion of capital projects on existing regulated electric utilities 
and a further $1.0 billion on Terasen’s regulated gas distribution assets. Earnings growth 
in 2007 will also be helped by the contribution from smaller acquisitions, such as: the $97 
million purchase of two Turks and Caicos utilities in late August 2006; the $56 million 
purchase of an additional 16% interest in Caribbean Utilities in November 2006; and the 
$52 million purchase of four hotels in Alberta and BC in November 2006. 

Earnings summary
Fortis reported first quarter recurring earnings of $0.40 versus $0.35 last year, a few cents 
above the $0.37 consensus estimate. Fortis’s regulated operations appear to be running 
well, with earnings up 16% to $44.5 million versus $38.2 million last year. Significant 
improvements came from (1) Belize Electricity as greater electricity sales and reduced 
financial expenses boosted earnings by $1.2 million; and (2) FortisAlberta, from strong 
customer growth. In addition, the purchase of utilities in Turks and Caicos in August 2006 
contributed $1.8 million and the increased ownership in Caribbean Utilities from 38% to 
54% produced a modest $0.4 million improvement. Earnings from non-regulated 
operations were also higher, generating $9.1 million versus $6.9 million in the first quarter 
of 2006. The increase stemmed primarily from improved hydrology in Belize and higher 
spot electricity pricing in Ontario and New York ($1.9 million) and a $0.4 million increase 
at Fortis Properties from the November 2006 addition of four Western Canada hotels. 
Offsetting part of the improved performance was the dilutive effect of a 5.17 million share 
issue in January 2007 and higher corporate interest expenses from debt incurred to partly 
fund growth. For more details on the first quarter results, please refer to Figure 1.

Noteworthy Items
• Terasen Gas 

o Acquisition expected to close in the second quarter
o Expect acquisition to be accretive to full-year EPS

§ But modestly negative to 2007 EPS due to seasonality of earnings
• Capital expenditure program 

o Electric utilities
§ 2007E capex now at $631 million, up from $610 million

• About $420 million at FortisAlberta and FortisBC 
§ 2007-2011E capex now at $2.8 billion, up from $2.6 billion

o Gas distribution utility
§ 2007-2011E capex expected to be about $1.0 billion

• Common equity issues
o 5.17 million shares issued for $150 million on January 18, 2006
o 44.275 million subscription receipts issued for 1.15 billion

§ Included in fully diluted shares outstanding even though they are 
not issued unless the Terasen purchase is closed and even 
though Terasen’s earnings are not included
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Figure 1: First quarter financial details

First Quarter Earnings
Millions of dollars 2006 2007 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Newfoundland Power $10.7 $10.5 (1.9%)

Maritime Electric $2.1 $2.6 23.8%

FortisOntario $1.0 $1.3 30.0%

FortisAlberta $9.5 $11.9 25.3%

FortisBC $11.8 $11.7 (0.8%)

Total  Canadian Earnings $35.1 $38.0 8.3%

Regulated Utilities - Caribbean
Belize Electricity $1.5 $2.7 80.0%

Caribbean Utilities $1.6 $2.0 25.0%

Turks & Caicos $0.0 $1.8 n.m.

Total Caribbean Earnings $3.1 $6.5 109.7%

Non-Regulated
Fortis Generation $5.4 $7.3 35.2%

Fortis Properties $1.5 $1.8 20.0%

Total Non-Regulated Earnings $6.9 $9.1 31.9%

Corporate and Consolidated Adjustments ($8.5) ($9.7) 14.1%
Recurring Earnings $36.6 $43.9 19.9%
Non-recurring items $0.0 ($2.4)
Reported Net Earnings $36.6 $41.5 13.4%

EPS:
Recurring $0.35 $0.40 13.2%

Non-recurring items $0.00 ($0.02)
Reported $0.35 $0.38

Cash Flow Per Share $0.77 $0.78 1.6%

Average Shares Outstanding (mln) 103.3 109.4 5.9%

Regulated
Earnings $38.2 $44.5 16.5%
% of total 104% 101%

Non-Regulated
Earnings $6.9 $9.1 31.9%
% of total 19% 21%

Corporate
Earnings ($8.5) ($9.7) (14.1%)
% of total (23.2%) (22.1%)

64bp decline in ROE partly offset by 1.8% increase 
in electricity sales and lower effective tax rate.

3.35% increase in rates and higher sales partly 
offset by increased financing costs.

Better rainfall at Belize hydro operations and higher 
Ontario and NY spot electric prices. 

Purchase of 4 western Canadian hotels in Nov/06.

Purchased Aug/06.

5.17 mln units issued in Jan/06; another 44.275 
mln shares to be issued on close of Terasen Gas 
acquisition.

Higher electricity sales, lower financing charges and 
positive impact of exchange rate.

Customer growth and increased taxable deductions 
($4.1 mln tax recovery). 

Lower ROE offset by increased rate base and 
reduced income taxes due to timing differences.

Regulated operations will grow due to pending 
purchase of Terasen Gas.

Q1/07 results are consolidated due to ownership 
interest increased to 54% in Nov/06.

May/06 distribution rate increase.

$2.4 mln charge at Caribbean Utilities from disposal 
of steam turbine and boiler.

In-line with our expectations and a few cents above 
consensus.

Source: Canaccord Adams
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Investment risks
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 
for Fortis are as follows: (1) price movement in electricity rates and commodities used for 
electricity generation could impact profitability; (2) international operations have currency 
rate exposure and liquidity risks associated with those currencies; (3) credit risk of contract 
counterparties; (4) debt refinancing at higher interest rates could impact the income of the 
company; (5) equipment failure or extreme weather conditions could adversely affect 
operating facilities; (6) change in public policy on environmental health and safety risk 
could impose unexpected costs on Fortis; (7) change in regulatory or political climate could 
impinge on the profitability and the future growth and development of Fortis; (8) the 
inability to maintain, or to renew, the collective bargaining agreements with unionized 
workers on acceptable terms could result in increased labour costs or service interruptions 
arising from labour disputes; (9) challenging economic conditions which may impact 
demand for products and services, peer group valuation, access to capital and share 
trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; and (11) if the 
announced increase to the dividend tax credit is not passed into law, it would likely have a 
material impact on our target price.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research.

Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 
payment or reimbursement was received from the issuer for related travel costs.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 28 March 2007)

Coverage Universe IB Clients
Rating # % %
Buy 301 57.8% 42.2%
Speculative Buy 64 12.3% 71.9%
Hold 129 24.8% 34.1%
Sell 27 5.2% 3.7%

521 100.0%

Canaccord Ratings 
System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 4 May 2007
Company Disclosure
Fortis Inc. 1A, 2, 7
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A.  investment banking services.
B.  non-investment banking securities-related services.
C.  non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
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will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc..

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.
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Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2007. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2007. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2007. – Member NASD/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm.

Fortis Inc.

FTS : TSX : C$27.19 BUY  

Target: C$32.00  

Bob Hastings 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis 1.604.643.0181
juan.plessis@canaccordadams.com
Christy Taylor 1.604.643.7034
christy.taylor@canaccordadams.com

COMPANY STATISTICS:
52-week Range: C$24.50 - 30.00
Avg. Daily Vol. (000s): 393.2
Market Cap (M): C$4,192.6
Shares Out (M): 154.2
Current Dividend: C$0.84
Current Dividend Yield: 3.1%

EARNINGS SUMMARY:
FYE Dec 2006A 2007E 2008E
EPS: $1.39 $1.40 $1.70
P/E: 19.6x 19.4x 16.0x
CFPS: $2.86 $3.25 $3.60
P/CF: 9.5x 8.4x 7.6x

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

Q3 EARNINGS IN LINE; EXPECT BIG 
JUMP IN 2008 AS TERASEN SWINGS 
UP >$0.15 PER SHARE
Event
Third quarter earnings per share of $0.20, in line with the consensus 
estimate. 

Impact
Neutral.

Valuation
We are maintaining our C$32.00 target and BUY rating. Our target price 
is derived from a combination of valuation metrics that include earnings 
and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both 
historical valuation and its utility and pipeline peers.

Outlook
We are raising our 2007 EPS estimate to $1.40 as Fortis is well 
positioned to exceed our previous $1.35 EPS estimate with Terasen’s 
fourth quarter earnings contribution swinging positive for the first time 
since its May 17th acquisition. As a gas utility, Terasen has highly 
seasonal earnings, with around 55% of annual earnings occurring in the 
first quarter of the year, small profit or losses in the second and third 
quarters and around 45% of earnings in the fourth quarter. While 
Terasen is expected to add about $100 million in the first year of 
operation before financing costs, it will record well less than half that in 
2007 due to the May 17 acquisition date. And after equity dilution and 
debt financing costs, Terasen could prove to be an $0.08 per share drag 
on earnings. Fortunately, this situation should reverse itself in 2008, 
with Terasen adding up to $0.10 per share. This more than $0.15 
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swing, along with growth from other operations, should push earnings to around $1.70, 
well above the $1.58 consensus estimate. Our 2008 EPS estimate remains unchanged at 
$1.70.

The company continues to have a solid organic long-term growth profile from lower-risk 
utility operations. Total capital spending could be as much as $4 billion over the next five
years, with most of its ~$3 billion gross electric utility capital expenditure to be driven by 
FortisAlberta, FortisBC and its Caribbean utilities. In addition, the company is always on 
the lookout for other good utility operations that fit with existing operations. The company 
has an impressive track record of profitable acquisitions and, looking ahead, similar 
growth is possible. In fact, dividend growth is set to achieve a higher growth rate as the 
company has a lower than normal payout ratio (49% based on 2008 projections) that can 
expand to the 65% industry average over time. We note that the company’s balance sheet 
is comprised of 35.8% equity, below its long-term target of 40%. Given its ongoing 
significant capital spending requirement and its 40% targeted equity/total capital ratio, we 
expect the company may issue some type of equity (possibly preferred shares) over the 
next 6-12 months to rebalance its capital structure.

The company’s investments in the Caribbean have shown strong growth and promise to 
continue that well into the future. Year-to-date earnings were up 57%. Looking forward, a 
new US$52.5 million, 18.5 MW hydroelectric generating facility in Belize has been 
approved, a new 16 MW unit was commissioned in June 2007 in the Grand Cayman, and 
an additional 7 MW of power was added in Turks and Caicos during the third quarter. 
Fortis has successfully doubled its investment in Turks and Caicos since the August 2006 
purchase and could triple the investment by 2012, possibly making it more profitable than 
its investment in the Cayman Islands. While Belize Electricity has had difficulty with the 
Public Utilities Commission on tariffs, it is appealing the latest decision (potential impact of 
about $1 million) and earnings have grown over the years none the less. License renewal 
negotiations continue between Caribbean Utilities and the Government of Cayman Islands, 
where the company is looking to establish a 20-year regulatory agreement. After 
performing well during and after Hurricane Ivan several years ago, with the company 
agreeing to swallow certain costs and avoiding certain legitimate and allowable rate
increases, we would expect a new agreement to be fair and reasonable to the company and 
its shareholders. We expect Fortis to continue to leverage its experience in the region and 
to successfully pursue new opportunities. 

Earnings Summary
Fortis reported third quarter earnings of $0.20 per share versus $0.37 last year and $0.92 
year-to-date versus $1.07 last year. Earnings improved in all Canadian regulated business 
operations except Maritime Electric and Fortis Ontario, where earnings were hampered by 
depressed electricity sales (down 2.5%) due to moderate weather conditions, the loss of a 
major customer and the temporary shut down of another customer. FortisAlberta had the 
strongest growth this quarter, increasing 19.5% over Q3/06 as a result of a 3.4% rise in 
energy deliveries and a $2.7 million higher corporate tax recovery. Offsetting the improved 
results was a negative contribution ($3.7 million) from Terasen due to its seasonal 
earnings. The Caribbean regulated utilities had strong earnings growth this quarter, up 
27% or $2.1 million, primarily driven by higher contributions ($2.0 million) from Fortis 
Turks and Caicos. On the non-regulated side, Fortis Generation’s earnings declined 
considerably ($2.8 million) as a result of an 11.8% reduction in energy sales caused by 
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lower rainfall. Upper New York State hydroelectric generating stations had the most 
significant quarterly percentage decline in energy sales, falling to 1 GWh from 10 GWh in 
Q3/06. However, contributions from Fortis Properties were able to partially offset the non-
regulated decline, thanks to strong growth in the western Canadian hospitality industry.
Corporate and other overhead was a drag on earnings this quarter due to the inclusion of 
$10.4 million of Terasen acquisition-related financing charges. Overall results were 

significantly impacted by the 44 million share issue on May 17th to partly finance the 
acquisition of Terasen. For more details on the second quarter results, please refer to 
Figure 1.

Noteworthy Items
• Capital Budget

o 2007 capital budget forecast to be $770 million; $539 million spent YTD

o $4.0 billion of utility capex anticipated over next 5 years; $3 billion on 
electric utilities and $1 billion on gas utilities

o Terasen plans a natural gas storage facility 

§ $175-$200 million if approved

§ Late 2011 expected startup

• Newfoundland Power 

o Return on Equity locked-in at 8.95% for the up-coming rate application 

• S&P raised long-term corporate credit rating to A- from BBB+ as of June 19/07

• Financings:

o Fortis: US$200 million of senior secured notes at 6.60% due September 
2037; private placement

o FortisBC: $105 million of 5.90% senior unsecured debentures due July 
2047

o Newfoundland Power: $70 million of 5.904% first mortgage sinking fund 
bonds due August 2037
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Figure 1: Fortis Inc. third quarter financial details

Third Quarter Earnings
Millions of dollars 2006 2007 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian

Terasen Gas - ($3.7)

Newfoundland Power $2.6 $2.7 3.8%

Maritime Electric & Fortis Ontario $4.7 $4.4 (6.4%)

FortisAlberta $12.3 $14.7 19.5%

FortisBC $5.7 $6.2 8.8%

Total  Canadian Earnings $25.3 $24.3 (4.0%)

Regulated Utilities - Caribbean $7.7 $9.8 27%

Non-Regulated
Fortis Generation $7.8 $5.0 (36.1%)

Fortis Properties $6.3 $8.0 27.0%

Total Non-Regulated Earnings $14.1 $13.0 (8.0%)

Corporate and Consolidated Adjustments ($8.3) ($16.3) (96.4%)
Recurring Earnings $38.8 $30.8 (20.7%)
Non-recurring items $0.0
Reported Net Earnings $38.8 $30.8 (20.7%)

EPS:
Recurring $0.37 $0.20 (46.8%)

Non-recurring items $0.00 $0.00
Reported $0.37 $0.20

Cash Flow Per Share $0.66 $0.94 43.3%

Average Shares Outstanding (mln) 103.6 154.5 49.1%

Regulated
Earnings $33.0 $34.1 3.3%
% of total before corporate 70% 72%

Non-Regulated
Earnings $14.1 $13.0 (8.0%)
% of total before corporate 30% 28%

Corporate
Earnings ($8.3) ($16.3) (96.4%)

Seasonal earnings - virtually 100% of 
annual earnings generated in first and 
fourth quarters.

FortisOntario electricity sales down 2.5%  
from moderate weather, the loss of a 
major customer and the temporary shut 
down of another customer.

11.8% decrease in production from lower 
rainfall and repairs on Ontario assets.

Hospitality revenue was up $8.7 mln due 
to gowth in western Canadian operations; 
Q3/07 revenue per room was $95.11 
versus $88.09 in Q3/06.

Impact of increased investment in 
Caribbean Utiilites (now 54%) and 21% 
higher electric sales from Fortis Turks and 
Caicos.

$1.15 bln common share issue to fund 
Terasen purchase.

Energy deliveries up 132 GWh or 3.4%.

BCUC approved a 1.2% rate increase 
effective January 1, 2007 and additional 
2.1% increase effective April 1, 2007.

Non-regulated contribution down due to 
Fortis Generation's weak earnings (down 
$2.8 mln).

In-line with $21 consensus.

Includes $10.4 mln Terasen acquisition-
related financing charges.

Source: Fortis Inc., Canaccord Adams research

Investment risks
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 
for Fortis are as follows: (1) price movement in electricity rates and commodities used for 
electricity generation could impact profitability; (2) international operations have currency 
rate exposure and liquidity risks associated with those currencies; (3) credit risk of contract 
counterparties; (4) debt refinancing at higher interest rates could impact the income of the 
company; (5) equipment failure or extreme weather conditions could adversely affect 
operating facilities; (6) change in public policy on environmental health and safety risk 
could impose unexpected costs on Fortis; (7) change in regulatory or political climate could 
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impinge on the profitability and the future growth and development of Fortis; (8) the 
inability to maintain, or to renew, the collective bargaining agreements with unionized 
workers on acceptable terms could result in increased labour costs or service interruptions 
arising from labour disputes; (9) challenging economic conditions which may impact 
demand for products and services, peer group valuation, access to capital and share 
trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; and (11) if the 
announced increase to the dividend tax credit is not passed into law, it would likely have a 
material impact on our target price.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research.

Site Visit: An analyst authoring this report has visited with the issuer's management and some of the issuer's material 
operations. No payment or reimbursement was received from the issuer for related travel costs.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 1 October 2007)

Coverage Universe IB Clients
Rating # % %
Buy 314 59.1% 42.7%
Speculative Buy 48 9.0% 66.7%
Hold 151 28.4% 28.5%
Sell 18 3.4% 11.1%

531 100.0%

Canaccord Ratings 
System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 5 November 2007
Company Disclosure
Fortis Inc. 1A, 2, 7
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.
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Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2007. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2007. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2007. – Member FINRA/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm.

Fortis Inc.

FTS : TSX : C$28.19
BUY  

Target: C$32.00  

Bob Hastings, CFA 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis, MBA, CFA 1.604.643.0181
juan.plessis@canaccordadams.com
Christy Taylor 1.604.643.7034
christy.taylor@canaccordadams.com

COMPANY STATISTICS:
52-week Range: C$24.50 - 30.00
Avg. Daily Vol. (000s): 393.2
Market Cap (M): C$4,378.72
Shares Out (M): 155.3
Current Dividend: C$1.00
Current Dividend Yield %: 3.5

EARNINGS SUMMARY:
FYE Dec 2006A 2007E 2008E
EPS: C$1.39 C$1.40 C$1.70
P/E (x): 20.3 20.1 16.6
CFPS: C$2.86 C$3.25 C$3.60
P/CF (x): 9.9 8.7 7.8

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

DIVIDEND INCREASE
Event
Fortis announced a 19% increase to its dividend.

Impact
Positive.

Valuation
We are maintaining our C$32.00 target and BUY rating. Our target price 
is derived from a combination of valuation metrics that include earnings 
and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both 
historical valuation and its utility and pipeline peers.

Summary
Fortis announced that it has raised its annual dividend to $1.00 per 
share, up 19% from $0.84 per share to provide a yield of 3.5% and a 
payout ratio of 59% of 2008 estimated earnings. The dividend is payable 
on March 1, 2008 and the record date is February 8, 2008. Fortis has a 

history of raising its dividend annually; this increase marks the 35th

consecutive year. While the market was likely anticipating an increase 
given the company’s track record and an expected positive earnings 
contribution from Terasen Gas in 2008, the magnitude may be a
pleasant surprise and may signal confidence of a strong earnings 
performance in 2008. Note our $1.70 estimate is $0.12 higher than the 
consensus. In addition, favourable federal and provincial dividend 
taxation will make dividends even more attractive relative to interest 
income in 2008.

The company continues to grow its asset base and earnings while 
maintaining its low risk, conservative growth profile. Fortis derives 
about 84% of its earnings from regulated utility assets and we believe 
the stock offers investors a 17% total return over the next year.
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Investment risks
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 
for Fortis are as follows: (1) price movement in electricity rates and commodities used for 
electricity generation could impact profitability; (2) international operations have currency 
rate exposure and liquidity risks associated with those currencies; (3) credit risk of contract 
counterparties; (4) debt refinancing at higher interest rates could impact the income of the 
company; (5) equipment failure or extreme weather conditions could adversely affect 
operating facilities; (6) change in public policy on environmental health and safety risk 
could impose unexpected costs on Fortis; (7) change in regulatory or political climate could 
impinge on the profitability and the future growth and development of Fortis; (8) the 
inability to maintain, or to renew, the collective bargaining agreements with unionized 
workers on acceptable terms could result in increased labour costs or service interruptions 
arising from labour disputes; (9) challenging economic conditions which may impact 
demand for products and services, peer group valuation, access to capital and share 
trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry; and (11) if the 
announced increase to the dividend tax credit is not passed into law, it would likely have a 
material impact on our target price.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research.

Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 
payment or reimbursement was received from the issuer for related travel costs.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 1 November 2007)

Coverage Universe IB Clients
Rating # % %
Buy 301 57.6% 42.5%
Speculative Buy 55 10.5% 69.1%
Hold 149 28.5% 30.9%
Sell 18 3.4% 5.6%

523 100.0%

Canaccord Ratings 
System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 12 December 2007
Company Disclosure
Fortis Inc. 1A, 2, 7
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.
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Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2007. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2007. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2007. – Member FINRA/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM)

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm.

Fortis Inc.

FTS : TSX : C$29.24 BUY  

Target: C$32.00  

Bob Hastings, CFA 1.604.643.0177
bob.hastings@canaccordadams.com
Juan Plessis, MBA, CFA 1.604.643.0181
juan.plessis@canaccordadams.com
Christy Taylor 1.604.643.7034
christy.taylor@canaccordadams.com

COMPANY STATISTICS:
52-week Range: C$24.50 - 29.89
Avg. Daily Vol. (000s): 393.2
Market Cap (M): C$4,541.82
Shares Out (M): 155.3
Current Dividend: C$1.00
Current Dividend Yield %: 3.4

EARNINGS SUMMARY:
FYE Dec 2006A 2007A 2008E
EPS: C$1.39 C$1.34 C$1.65
P/E (x): 21.0 21.8 17.7
CFPS: C$2.97 C$3.37 C$3.50
P/CF (x): 9.8 8.7 8.4

SHARE PRICE PERFORMANCE: 

COMPANY SUMMARY:
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada.

All amounts in C$ unless otherwise noted. 

Energy -- Pipeline and Power Utilities

NO SURPRISES IN Q4 RESULTS
Event
Fortis released fourth quarter recurring earnings per share of $0.44 
versus $0.33 last year and essentially in line with the $0.45 consensus 
estimate.

Impact
Neutral.

Valuation
We are maintaining our C$32.00 target and BUY rating. Our target price 
is derived from a combination of valuation metrics that include earnings 
and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both 
historical valuation and its utility and pipeline peers.

Outlook
We are lowering our 2008 EPS estimate modestly to $1.65 from $1.70. 
In 2008, Terasen should add about $0.15 per share or more after being 
a $0.07 drag in 2007. In addition, increased allowed returns on most of 
the Canadian regulated operations plus the significant capital spend at 
Terasen ($120 million spent in 2007 and $250 million of expected capex 
in 2008), FortisAlberta ($285 million spent in 2007 and $264 million 
budgeted for 2008), and FortisBC ($147 million spent in 2007 and $136 
million expected in 2008) should help boost the contribution from 
Canadian regulated operations. Capital spending of $4 billion over the 
next 5 years should help drive longer-term earnings growth. The 
company continues to be on the lookout for profitable acquisitions of 
regulated natural gas and electric utilities in Canada, the United States 
and the Caribbean that fit well with existing utility operations. 
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Earnings Summary 
Fortis reported fourth quarter recurring earnings of $0.44 per share versus $0.33 last 
year, slightly below the $0.45 consensus estimate. Net reported earnings were $0.51 
versus $0.33 for the quarter.

For the full year, recurring earnings per share were $1.34 versus $1.38 and net reported 
earnings were $1.40 versus $1.42. For the year, the company estimates that the 
acquisition of Terasen was about $0.07 dilutive to full year earnings due to the seasonality 
of earnings and timing and funding of the acquisition. 

In the fourth quarter, earnings generated from the Canadian regulated business operations 
improved over last year, mainly as a result of the contribution from the May 17, 2007 
purchase of Terasen Gas. The contribution from FortisAlberta was lower due mainly to 
higher costs and lower at Maritime Electric due to the loss of a large industrial customer. A 
modest improvement came from FortisBC, which benefited from increased rates and 
higher sales volumes. The Caribbean regulated utilities’ earnings improved modestly due 
to the impact of an additional 16% interest in Caribbean Utilities in November 2006, partly 
offset by a weaker US$/C$ exchange rate. On the non-regulated side, Fortis Generation’s 
earnings were flat while the contribution from Fortis Properties was up modestly as a 
result of new properties acquired in November of 2006. Corporate and other overhead 
increased (as expected) due to the inclusion of Terasen acquisition related financing 

charges. The impact of the May 17th share issue of 44 million to partly finance the 
acquisition of Terasen was more than offset by the large seasonal earnings contribution 
from Terasen. For more details on the fourth quarter and full year results, please refer to 
Figures 1 and 2.

Noteworthy Items
• 2008 Capex budget of $890 million

o $741 million at Canadian regulated utility operations
§ $250 million at Terasen Gas
§ $264 million at FortisAlberta
§ $136 million at FortisBC
§ $53 million at Newfoundland Power
§ $38 million at other Canadian regulated utilities

o $101 million at Caribbean regulated utility operations
o $48 million at non-regulated operations

• 2008 return on equity up at many utility operations
o Terasen Gas: 8.62% in 2008 vs 8.37% in 2007
o FortisBC: 9.02% in 2008 vs 8.77% in 2007
o FortisAlberta: 8.75% in 2008 vs 8.51% in 2007
o Newfoundland Power: 8.95% ± 50bps in 2008 vs 8.60% ± 50bps in

2007
o FortisOntario: unchanged at 9.00%
o Belize Electric: unchanged at 10-15%
o Fortis Turks & Caicos: unchanged at 17.5%
o Maritime Electric: 10.00% in 2008 vs 10.25% in 2007
o Caribbean Utilities: 9-11% in 2008 vs 15% in 2007
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• Fourth quarter financings:
o Terasen Gas: $250 million of unsecured notes at 6.60% due October 2037
o Caribbean Utilities: US$10 million of 5.65% senior unsecured notes due 

June 2022

Figure 1: Fortis Inc. fourth quarter financial details

Fourth Quarter Earnings
Millions of dollars 2006 2007 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian

Terasen Gas - $45.0 n.m.

Newfoundland Power $9.0 $9.0 0.0%

Maritime Electric & FortisOntario $3.0 $1.5 (50.0%)

FortisAlberta $8.0 $6.0 (25.0%)

FortisBC $6.0 $7.0 16.7%

Total  Canadian Earnings $27.0 $68.5 153.7%

Regulated Utilities - Caribbean $8.0 $9.0 13%

Non-Regulated
Fortis Generation $7.0 $6.7 (4.3%)

Fortis Properties $3.0 $4.0 33.3%

Total Non-Regulated Earnings $10.0 $10.7 7.0%

Corporate and Consolidated Adjustments ($11.0) ($20.0) (81.8%)
Recurring Earnings $34.0 $68.2 100.6%
Non-recurring items $0.8 $10.8
Reported Net Earnings $34.8 $79.0 127.1%

EPS:
Recurring $0.33 $0.44 34.2%

Non-recurring items $0.01 $0.07 826.3%
Reported $0.33 $0.51 52.0%

Cash Flow Per Share $0.78 $0.92 18.7%

Average Shares Outstanding (mln) 104.0 155.4 49.5%

Regulated
Earnings $35.0 $77.5 121.4%
% of total before corporate 78% 88% 10 bps

Non-Regulated
Earnings $10.0 $10.7 7.0%
% of total before corporate 22% 12% (10 bps)

Corporate
Earnings ($11.0) ($20.0) (81.8%)
% of total (32.4%) (29.3%) 3 bps

Purchased May/2007. Earnings seasonal 
with all profits generated in Q1 and Q4, 
losses in Q3.

Expanded hospitality operations in Western 
Canada.

$7 mln gain on sale of land at Terasen 
Gas, $2 mln regulated refund at 
FortisOntario, $1.5 mln positive future tax 
adjustment and $0.3 mln insurance 
proceeds.

5% more electricity sales and 16% higher 
ownership of Caribbean Utilities, partly 
offset by lower Caribbean Utilties earnings 
and negative FX impact.

$1.15 bln common share issue in May to 
fund Terasen purchase.

Higher operating, amortization and 
financing costs.

Higher electricity rates and sales volumes.

Increased seasonality due to Terasen 
acquisition.

Slightly lower than 45¢ consensus.

Loss of large industrial customer, higher 
amortization and interest expenses.

Terasen acquisition-related financing 
charges.

Source: Fortis Inc.; Canaccord Adams
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Figure 2: Fortis Inc. full year financial details

Full Year Earnings
Millions of dollars 2006 2007 Change
(except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian

Terasen Gas $43.0 n.m.

Newfoundland Power $30.0 $30.0 0.0%

Maritime Electric & FortisOntario $14.0 $14.5 3.6%

FortisAlberta $42.0 $48.0 14.3%

FortisBC $27.0 $31.0 14.8%

Total  Canadian Earnings $113.0 $166.5 47.3%

Regulated Utilities - Caribbean $23.0 $33.4 45.2%

Non-Regulated
Fortis Generation $26.0 $23.7 (8.8%)

Fortis Properties $15.9 $20.0 25.8%

Total Non-Regulated Earnings $41.9 $43.7

Corporate and Consolidated Adjustments ($35.0) ($59.0) 68.6%
Recurring Earnings $142.9 $184.6 29.2%
Non-recurring items $3.7 $8.4 n.m.
Reported Net Earnings $146.6 $193.0 31.7%

EPS:
Recurring $1.38 $1.34 (2.8%)

Non-recurring items $0.04 $0.06 71.8%
Reported $1.42 $1.40 (0.9%)

Cash Flow Per Share $2.89 $3.56 23.1%

Average Shares Outstanding (mln) 103.6 137.6 32.8%

Regulated
Earnings $136.0 $199.9 47.0%
% of total 95% 108% 13 bps

Non-Regulated
Earnings $41.9 $43.7 4.3%
% of total 29% 24% (6 bps)

Corporate
Earnings ($35.0) ($59.0) (68.6%)
% of total (24.5%) (32.0%) (7 bps)

Partial year contribution coupled with equity 
issue to finance acquisition dilutes EPS by 
~7¢.

Includes $2.4 mln charge on turbine 
disposal at CUC, $7 mln gain on sale of 
land at Terasen Gas, $2 mln regulated 
refund at FortisOntario, $1.5 mln positive 
future tax adjustment and $0.3 mln 
insurance proceeds.

Lower rainfall causes reduced electricity 
sales.

Higher electricity rates and sales volumes,  
lower energy supply costs and reduced 
taxes.

Modestly below $1.36 consensus estimate.

Reflects full year contribution from Turks & 
Caicos vs 4 months in 2006, higher Belize 
Electricity earnings; partly offset by weak 
US$.

Higher revenue and increased corporate tax 
recoveries.

Purchased 4 hotels in Alberta and BC in 
Nov/2006.

Should increase in 2008 with full year 
contribution from Terasen.

Source: Fortis Inc.; Canaccord Adams

Investment risks
Some of the specific risk factors that pertain to the projected 6-12 month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations 
have currency rate exposure and liquidity risks associated with those currencies; (3) 
credit risk of contract counterparties; (4) debt refinancing at higher interest rates could 
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impact the income of the company; (5) equipment failure or extreme weather conditions 
could adversely affect operating facilities; (6) change in public policy on environmental 
health and safety risk could impose unexpected costs on Fortis; (7) change in regulatory 
or political climate could impinge on the profitability and the future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) challenging economic 
conditions which may impact demand for products and services, peer group valuation, 
access to capital and share trading liquidity; (10) Fortis holds investments in commercial 
real estate and hotel properties which are subject to operating risks associated with the 
industry; and (11) if the announced increase to the dividend tax credit is not passed into 
law, it would likely have a material impact on our target price.
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APPENDIX: IMPORTANT DISCLOSURES
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research.

Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 
payment or reimbursement was received from the issuer for related travel costs.

Price Chart:*

* Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period.

Distribution of Ratings:
Global Stock Ratings
(as of 2 January 2008)

Coverage Universe IB Clients
Rating # % %
Buy 294 61.8% 43.9%
Speculative Buy 57 12.0% 70.2%
Hold 112 23.5% 33.0%
Sell 13 2.7% 0.0%

476 100.0%

Canaccord Ratings 
System:

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss.

Canaccord Adams Research Disclosures as of 8 February 2008
Company Disclosure
Fortis Inc. 1A, 2, 7
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer:
A. investment banking services.
B. non-investment banking securities-related services.
C. non-securities related services.

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer.

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives.

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services. 

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives. 

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services.

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months.

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases.

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases.

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above. 

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above.

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above).

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies. 

14 Other specific disclosures as described above.

Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd.
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK).
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research.
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon. 
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request. 
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability.
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research.
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 
Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.

For United Kingdom 
Residents:

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority.

For United States 
Residents:

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.
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Additional information is available on request.
Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2008. – Member IDA/CIPF
Copyright © Canaccord Adams Limited 2008. – Member LSE, regulated and authorized by the Financial 
Services Authority.
Copyright © Canaccord Adams Inc. 2008. – Member FINRA/SIPC
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 
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COMPANY STATISTICS: 
52-week Range: C$24.50-29.94 
Avg. Daily Vol. (000s): 447.7 
Market Cap (M): C$4,382.84 
Shares Out (M): 156.8 
Current Dividend: C$1.00 
Current Dividend Yield %: 3.6 
 
EARNINGS SUMMARY: 
FYE Dec 2006A 2007A 2008E 2009E 
EPS: C$1.39 C$1.34 C$1.60 C$1.70 
P/E (x): 20.1 20.9 17.5 16.4 
CFPS: C$2.97 C$3.37 C$3.50 C$3.70 
P/CF (x): 9.4 8.3 8.0 7.6 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Energy – Pipeline and Power Utilities 
ANOTHER SOLID QUARTER  
Event 
Fortis released first quarter recurring earnings per share of $0.58 

versus $0.40 last year and slightly above the $0.55 consensus estimate. 

Impact 
Neutral. 

Valuation 
We are reducing our target by $1.00 to C$31.00 but are maintaining our 

BUY rating. Our target price is derived from a combination of valuation 

metrics that include earnings and dividend yields relative to long-term 

interest rates, dividend discount models, and earnings and cash flow 

multiples relative to both historical valuation and its utility and pipeline 

peers. Consequently, a slightly lower earnings estimate and growth 

profile has impacted our target price. 

Outlook  
We are reducing our 2008 and 2009 EPS estimates by $0.05 for both 

years to $1.60 and $1.70, respectively to reflect slower than expected 

earnings growth at FortisAlberta and a slower earnings growth from its 

Caribbean operations with the absorption of a new regulatory licence at 

Caribbean Utilities. While capital spending continues and is adding to its 

Alberta rate base, prior years’ earnings were positively impacted by tax 

recoveries that are not repeatable, keeping earnings relatively flat in 

2008 before growing again in 2009.  

The biggest contributor to the expected $0.26 per share earnings gain in 

2008 is the $0.15 estimated contribution from a full year of Terasen 

(after being a $0.07 drain in 2007). Increased allowed returns and 

higher rate bases at many of its Canadian regulated operations will also 

improve results in 2008. Longer-term earnings growth should be helped 
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by planned capital spending of about $900 million in 2008 and $4 billion over the next five 

years. The company is still on the hunt for profitable acquisitions of regulated natural gas 

and electric utilities in Canada, the US and the Caribbean that fit well with existing utility 

operations. Fortis will also consider acquisitions in its non-regulated businesses (mainly at 

Fortis Properties) that tax-effectively support its utility growth and acquisitions. 

First quarter earnings 
First quarter recurring earnings were $0.58 versus $0.40 last year, slightly above the 

$0.55 consensus estimate. Note that the results would have been $0.04 higher at $0.62, 

but an accounting change at Newfoundland Power shifted more power purchase expenses 

into the first and fourth quarters from the middle two quarters (there is no impact on 

annual earnings). The earnings improvement was primarily due to Terasen Gas purchased 

last May, which has a seasonally strong first quarter. Caribbean-regulated utilities 

improved modestly due to higher production and a favourable accounting change for 

deferred fuel costs under the new Transmission and Distribution licence at Caribbean 

Utilities. FortisAlberta, FortisBC and other Canadian regulated utilities were generally flat 

over last year. As has been the case for some time now, foreign earnings improvements 

were partly offset by the stronger Canadian dollar. For more details on the first quarter 

results, please refer to Figure 1. 

Noteworthy 
• A new government repealed recent tariff amendment at Belize Electricity 

o Currently working to resolve the issue 

� Could negatively impact earnings by $0.7 million annually  

o Belize Electricity filed application to recover rising costs of power 

� Application was disallowed 

o Annual Tariff Review recently filed requesting 13.5% rate increase 

� Decision expected in Q2/08 

• FERC issued an order repealing its original order of a $2 million refund to 

FortisOntario 

o Could reverse a one-time $2 million gain to Fortis 

o Not material  

• 2008 return on equity up at many Canadian utility operations 

o ROEs up 25 bps at Terasen Gas, Terasen Gas Vancouver Island, FortisBC, 

FortisAlberta and Newfoundland Power 
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Figure 1: Fortis Inc. first quarter financial details 
 

First Quarter Earnings
Millions of dollars 2007 2008 Change
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Terasen Gas -- $58
Newfoundland Power $11 $6  (42.9%)
FortisAlberta $12 $11  (7.6%)
FortisBC $12 $12 2.6%
Other Canadian Regulated Utilities $4 $4 11.1%
Total  Canadian Earnings $38 $91 141.4%
Regulated Utilities - Caribbean $6.4 $7.0
Non-Regulated
Fortis Generation $7 $6  (17.8%)
Fortis Properties $2 $3 66.7%
Total Non-Regulated Earnings $9 $9  (1.1%)
Corporate and Consolidated Adjustments ($10) ($16) 64.9%
Recurring Earnings $44 $91 109.2%
Non-recurring items ($2) $0
Reported Net Earnings $41 $91 121.4%
EPS:

Recurring $0.40 $0.58 46.1%
Non-recurring items ($0.02) $0.00
Reported $0.38 $0.58

Cash Flow Per Share $0.82 $1.19 44.4%
Average Shares Outstanding (mln) 109.4       156.6       43.1%
Regulated

Earnings $44 $98 122.2%
% of total 101% 108%

Non-Regulated
Earnings $9 $9  (1.1%)
% of total 21% 10%

Corporate
Earnings ($9.7) ($16.0)  (64.9%)
% of total  (22.3%)  (17.6%)

Integration going well and earnings and Terasen 
earnings in-line with expectations; gas volumes up 
2.9% due to favourable economic activity. 
Accounting change shifts distribution of expense for 
purchased power. Lowers Q1 by $6 mln but will fully 
recover in Q2 and Q3. No impact to full year. 

Lower production and impact of strong C$.

Delta Regina properties acquired Aug/07 and good 
Rev/Available Room.

Higher production and favourable impact of 
calculating deferred fuel costs at Caribbean Utilities 
under new license.

$1.15 bln common share issue to fund Terasen 
purchase last year.

Lower tax recoveries, higher depreciation and 
employee-related costs.

Allowed ROE up 25 bps and rate increase partly 
offset by lower sales from forestry slowdown.

Higher regulated earnings as a result of Terasen 
addition.

Higher costs to finance Terasen purchase.

In-line with 55¢ consensus estimate

Terasen purchase finance cost.

 
 

Source: Fortis Inc.; Canaccord Adams 
  

Investment risks 
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 

for Fortis are as follows: (1) price movement in electricity rates and commodities used for 

electricity generation could impact profitability; (2) international operations have currency 

rate exposure and liquidity risks associated with those currencies; (3) credit risk of contract 

counterparties; (4) debt refinancing at higher interest rates could impact the income of the 

company; (5) equipment failure or extreme weather conditions could adversely affect 

operating facilities; (6) change in public policy on environmental health and safety risk 
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could impose unexpected costs on Fortis; (7) change in regulatory or political climate could 

impinge on the profitability and the future growth and development of Fortis; (8) the 

inability to maintain, or to renew, the collective bargaining agreements with unionized 

workers on acceptable terms could result in increased labour costs or service interruptions 

arising from labour disputes; (9) challenging economic conditions which may impact 

demand for products and services, peer group valuation, access to capital and share 

trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 

properties which are subject to operating risks associated with the industry; and (11) if the 

announced increase to the dividend tax credit is not passed into law, it would likely have a 

material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 1 April 2008) 

  Coverage Universe IB Clients 

Rating # % % 
Buy 317 61.0% 40.4% 
Speculative Buy 61 11.7% 60.7% 
Hold 122 23.5% 16.4% 
Sell 20 3.8% 5.0% 

 520 100.0%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss. 
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Canaccord Adams Research Disclosures as of 2 May 2008 

 Company Disclosure 
 Fortis Inc. 1A, 2, 7 

 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A. investment banking services. 

B. non-investment banking securities-related services. 

C. non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com. 

The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 
  
 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2008. – Member IDA/CIPF 
Copyright © Canaccord Adams Limited 2008. – Member LSE, regulated and authorized by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2008. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 

Fortis Inc. 

FTS : TSX : C$27.96 
BUY   

Target: C$31.00 ↓ 

Bob Hastings, CFA 1.604.643.0177 
bob.hastings@canaccordadams.com 
Juan Plessis, MBA, CFA 1.604.643.0181 
juan.plessis@canaccordadams.com 
Christy Taylor 1.604.643.7034 
christy.taylor@canaccordadams.com 

  

COMPANY STATISTICS: 
52-week Range: C$24.50-29.94 
Avg. Daily Vol. (000s): 447.7 
Market Cap (M): C$4,382.84 
Shares Out (M): 156.8 
Current Dividend: C$1.00 
Current Dividend Yield %: 3.6 
 
EARNINGS SUMMARY: 
FYE Dec 2006A 2007A 2008E 2009E 
EPS: C$1.39 C$1.34 C$1.60 C$1.70 
P/E (x): 20.1 20.9 17.5 16.4 
CFPS: C$2.97 C$3.37 C$3.50 C$3.70 
P/CF (x): 9.4 8.3 8.0 7.6 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Energy – Pipeline and Power Utilities 
ANOTHER SOLID QUARTER  
Event 
Fortis released first quarter recurring earnings per share of $0.58 

versus $0.40 last year and slightly above the $0.55 consensus estimate. 

Impact 
Neutral. 

Valuation 
We are reducing our target by $1.00 to C$31.00 but are maintaining our 

BUY rating. Our target price is derived from a combination of valuation 

metrics that include earnings and dividend yields relative to long-term 

interest rates, dividend discount models, and earnings and cash flow 

multiples relative to both historical valuation and its utility and pipeline 

peers. Consequently, a slightly lower earnings estimate and growth 

profile has impacted our target price. 

Outlook  
We are reducing our 2008 and 2009 EPS estimates by $0.05 for both 

years to $1.60 and $1.70, respectively to reflect slower than expected 

earnings growth at FortisAlberta and a slower earnings growth from its 

Caribbean operations with the absorption of a new regulatory licence at 

Caribbean Utilities. While capital spending continues and is adding to its 

Alberta rate base, prior years’ earnings were positively impacted by tax 

recoveries that are not repeatable, keeping earnings relatively flat in 

2008 before growing again in 2009.  

The biggest contributor to the expected $0.26 per share earnings gain in 

2008 is the $0.15 estimated contribution from a full year of Terasen 

(after being a $0.07 drain in 2007). Increased allowed returns and 

higher rate bases at many of its Canadian regulated operations will also 

improve results in 2008. Longer-term earnings growth should be helped 
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by planned capital spending of about $900 million in 2008 and $4 billion over the next five 

years. The company is still on the hunt for profitable acquisitions of regulated natural gas 

and electric utilities in Canada, the US and the Caribbean that fit well with existing utility 

operations. Fortis will also consider acquisitions in its non-regulated businesses (mainly at 

Fortis Properties) that tax-effectively support its utility growth and acquisitions. 

First quarter earnings 
First quarter recurring earnings were $0.58 versus $0.40 last year, slightly above the 

$0.55 consensus estimate. Note that the results would have been $0.04 higher at $0.62, 

but an accounting change at Newfoundland Power shifted more power purchase expenses 

into the first and fourth quarters from the middle two quarters (there is no impact on 

annual earnings). The earnings improvement was primarily due to Terasen Gas purchased 

last May, which has a seasonally strong first quarter. Caribbean-regulated utilities 

improved modestly due to higher production and a favourable accounting change for 

deferred fuel costs under the new Transmission and Distribution licence at Caribbean 

Utilities. FortisAlberta, FortisBC and other Canadian regulated utilities were generally flat 

over last year. As has been the case for some time now, foreign earnings improvements 

were partly offset by the stronger Canadian dollar. For more details on the first quarter 

results, please refer to Figure 1. 

Noteworthy 
• A new government repealed recent tariff amendment at Belize Electricity 

o Currently working to resolve the issue 

� Could negatively impact earnings by $0.7 million annually  

o Belize Electricity filed application to recover rising costs of power 

� Application was disallowed 

o Annual Tariff Review recently filed requesting 13.5% rate increase 

� Decision expected in Q2/08 

• FERC issued an order repealing its original order of a $2 million refund to 

FortisOntario 

o Could reverse a one-time $2 million gain to Fortis 

o Not material  

• 2008 return on equity up at many Canadian utility operations 

o ROEs up 25 bps at Terasen Gas, Terasen Gas Vancouver Island, FortisBC, 

FortisAlberta and Newfoundland Power 
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Figure 1: Fortis Inc. first quarter financial details 
 

First Quarter Earnings
Millions of dollars 2007 2008 Change
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Terasen Gas -- $58
Newfoundland Power $11 $6  (42.9%)
FortisAlberta $12 $11  (7.6%)
FortisBC $12 $12 2.6%
Other Canadian Regulated Utilities $4 $4 11.1%
Total  Canadian Earnings $38 $91 141.4%
Regulated Utilities - Caribbean $6.4 $7.0
Non-Regulated
Fortis Generation $7 $6  (17.8%)
Fortis Properties $2 $3 66.7%
Total Non-Regulated Earnings $9 $9  (1.1%)
Corporate and Consolidated Adjustments ($10) ($16) 64.9%
Recurring Earnings $44 $91 109.2%
Non-recurring items ($2) $0
Reported Net Earnings $41 $91 121.4%
EPS:

Recurring $0.40 $0.58 46.1%
Non-recurring items ($0.02) $0.00
Reported $0.38 $0.58

Cash Flow Per Share $0.82 $1.19 44.4%
Average Shares Outstanding (mln) 109.4       156.6       43.1%
Regulated

Earnings $44 $98 122.2%
% of total 101% 108%

Non-Regulated
Earnings $9 $9  (1.1%)
% of total 21% 10%

Corporate
Earnings ($9.7) ($16.0)  (64.9%)
% of total  (22.3%)  (17.6%)

Integration going well and earnings and Terasen 
earnings in-line with expectations; gas volumes up 
2.9% due to favourable economic activity. 
Accounting change shifts distribution of expense for 
purchased power. Lowers Q1 by $6 mln but will fully 
recover in Q2 and Q3. No impact to full year. 

Lower production and impact of strong C$.

Delta Regina properties acquired Aug/07 and good 
Rev/Available Room.

Higher production and favourable impact of 
calculating deferred fuel costs at Caribbean Utilities 
under new license.

$1.15 bln common share issue to fund Terasen 
purchase last year.

Lower tax recoveries, higher depreciation and 
employee-related costs.

Allowed ROE up 25 bps and rate increase partly 
offset by lower sales from forestry slowdown.

Higher regulated earnings as a result of Terasen 
addition.

Higher costs to finance Terasen purchase.

In-line with 55¢ consensus estimate

Terasen purchase finance cost.

 
 

Source: Fortis Inc.; Canaccord Adams 
  

Investment risks 
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 

for Fortis are as follows: (1) price movement in electricity rates and commodities used for 

electricity generation could impact profitability; (2) international operations have currency 

rate exposure and liquidity risks associated with those currencies; (3) credit risk of contract 

counterparties; (4) debt refinancing at higher interest rates could impact the income of the 

company; (5) equipment failure or extreme weather conditions could adversely affect 

operating facilities; (6) change in public policy on environmental health and safety risk 
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could impose unexpected costs on Fortis; (7) change in regulatory or political climate could 

impinge on the profitability and the future growth and development of Fortis; (8) the 

inability to maintain, or to renew, the collective bargaining agreements with unionized 

workers on acceptable terms could result in increased labour costs or service interruptions 

arising from labour disputes; (9) challenging economic conditions which may impact 

demand for products and services, peer group valuation, access to capital and share 

trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 

properties which are subject to operating risks associated with the industry; and (11) if the 

announced increase to the dividend tax credit is not passed into law, it would likely have a 

material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 1 April 2008) 

  Coverage Universe IB Clients 

Rating # % % 
Buy 317 61.0% 40.4% 
Speculative Buy 61 11.7% 60.7% 
Hold 122 23.5% 16.4% 
Sell 20 3.8% 5.0% 

 520 100.0%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss. 

  



Daily Letter | 6 
 2 May 2008 

 

Canaccord Adams Research Disclosures as of 2 May 2008 

 Company Disclosure 
 Fortis Inc. 1A, 2, 7 

 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A. investment banking services. 

B. non-investment banking securities-related services. 

C. non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com. 

The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This Investment Research complies with of the Financial Services Authority's Handbook's chapter on Conduct 
of Business and is approved by Canaccord Adams Limited, which is regulated and authorized by the 
Financial Services Authority, in connection with its distribution in the United Kingdom. This material is not 
for distribution in the United Kingdom to private customers, as defined under the rules of the Financial 
Services Authority. Canaccord Adams Limited accepts responsibility for this Investment Research and its 
dissemination in the United Kingdom. The information contained in this Investment Research is only 
intended for distribution in the UK to persons who qualify as intermediate customers or market 
counterparties, as defined under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 
  
 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2008. – Member IDA/CIPF 
Copyright © Canaccord Adams Limited 2008. – Member LSE, regulated and authorized by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2008. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 

Fortis Inc. 
FTS : TSX : C$27.31 
 

BUY   
Target: C$30.00 ↓   

Bob Hastings, CFA 1.604.643.0177 
bob.hastings@canaccordadams.com 
Juan Plessis, MBA, CFA 1.604.643.0181 
juan.plessis@canaccordadams.com 
Christy Taylor 1.604.643.7034 
christy.taylor@canaccordadams.com 

  

COMPANY STATISTICS: 
52-week Range: C$24.50 - 29.94 
Avg. Daily Vol. (000s): 447.7 
Market Cap (M): C$4,382.84 
Shares Out (M): 156.8 
Current Dividend: C$1.00 
Current Dividend Yield %: 3.6 
 
EARNINGS SUMMARY: 
FYE Dec 2006A 2007A 2008E 2009E 
EPS: C$1.39 C$1.34 C$1.60 C$1.70 
P/E (x): 20.1 20.9 17.5 16.4 
CFPS: C$2.97 C$3.37 C$3.50 C$3.70 
P/CF (x): 9.4 8.3 8.0 7.6 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  

Energy -- Pipeline and Power Utilities 
PUC DECISION ELIMINATES A YEAR 
OF BELIZE EARNINGS 
Event 
Belize Electricity Limited (BEL; 70.1% owned by Fortis) received a 

regulatory decision that retroactively disallowed C$18 million 

($12.6 million to Fortis) of previously incurred costs and reduced Belize 

Electricity’s rate of return on assets to 10% from 12%.  

Impact 
Negative, as it wipes out over one year’s worth of Belize earnings 

However, the Initial Decision was released on May 2 and the shares of 

Fortis appear to have already discounted the impact. Fortis’ total Belize 

investment is about $200 million ($1.28 per share) and this decision 

applies to just the regulated half of its operations. Since May 1, Fortis 

has trailed its Canadian peers by 3% or about $0.80 per share or $125 

million in total. Consequently, it appears that investors have already 

eliminated more than the full value of its regulated investment, despite 

the possibility of successful appeals by the companies.  If the stock 

overreacts to this news, we would BUY on the weakness.   

Valuation 
We are reducing our target price to $30 from $31 to reflect the 

uncertainty of the value of the Belize investment but maintaining our 

BUY rating. Our target price is derived from a combination of valuation 

metrics that include earnings and dividend yields relative to long-term 

interest rates, dividend discount models, and earnings and cash flow 

multiples relative to both historical valuation and its utility and pipeline 

peers.  

Summary  
The Public Utilities Commission (PUC) in Belize issued a Final Decision 

on the Annual Rate Review Proceeding for BEL (70.1% Fortis Inc.  

http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
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owned).  The Decision retroactively disallowed previously incurred costs by BZ$36 million 

(C$18 million; C$12.6 million). Following the Initial Decision, BEL filed a number of 

objections which were addressed by an Independent Expert hired by the Commission. 

However, the PUC failed to incorporate a majority of the recommendations and decided to 

maintain the 2007 mean electricity rate. BEL will likely appeal this decision and Fortis 

itself may take its case to court as the decision violates the agreement reached when it 

originally purchased its assets.  

Fortis said in its news release: “The Final Decision violates both established regulatory 

practice and contractual obligations made by the Government of Belize at the time Fortis 

made its initial investment in Belize Electricity. Fortis is considering its options and legal 

remedies.” Fortis is not prepared to walk from its investment without appropriate 

compensation. Possibly if the Government of Belize was interested in buying it from Fortis 

at a FAIR price… Though this is unlikely to happen any time soon. 

Significant changes to BEL’s Cost of Power Rate Stabilization Account:  

1. 80% BEL’s actual cost of power was reduced for January and February 2008 due 

to claims that BEL did not dispatch sufficient hydro resources 

2. Depreciation rates were lowered for 2005 through 2007 

3. Actual versus projected total return  

4. Eliminated all previous balances in the Hurricane Cost Rate Stabilization Account 

PUC’s Initial Decision reduced BEL’s rate of return to 8.5%, below the company’s 10% 

average cost of debt and below the risk-free debt rate for the Government of Belize 

(estimated by the International Monetary Fund to be over 9%).  The decision also requires 

BEL, from its own funds, re-establish the BZ$5,000,000 deposit for the Insurance Reserve 

Fund (about $1.7 million value to Fortis). 

As required under the appeal, the decision was put before an Independent Expert. The 

Expert did have some questions regarding BEL’s Hurricane account and other disclosure 

practices. However, for the most part, the Expert did not agree with the PUC’s adjustments 

to the Cost of Power Rate Stabilization Account or the rate of return decision, and instead 

recommended: the 2008 rate be set to 12% given current market conditions; no 

disallowances of power costs for the first two months of the year as the PUC agreed with 

BEL’s rule curve for dispatching hydro; and the balance of the Hurricane account should 

not be eliminated (though further investigation was warranted). Despite believing the 

depreciation and return adjustments were inconsistent with Good Utility Practices, he did 

include the PUC’s adjustments in his recommendations. Regardless of his 

recommendations, the Commission ignored the Expert and maintained its original stance 

on a majority of issues.  

Investment risks 
Some of the specific risk factors that pertain to the projected 6-12 month stock price target 

for Fortis are as follows: (1) price movement in electricity rates and commodities used for 

electricity generation could impact profitability; (2) international operations have currency 

rate exposure and liquidity risks associated with those currencies; (3) credit risk of contract 

counterparties; (4) debt refinancing at higher interest rates could impact the income of the 

company; (5) equipment failure or extreme weather conditions could adversely affect 

operating facilities; (6) change in public policy on environmental health and safety risk 
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could impose unexpected costs on Fortis; (7) change in regulatory or political climate could 

impinge on the profitability and the future growth and development of Fortis; (8) the 

inability to maintain, or to renew, the collective bargaining agreements with unionized 

workers on acceptable terms could result in increased labour costs or service interruptions 

arising from labour disputes; (9) challenging economic conditions which may impact 

demand for products and services, peer group valuation, access to capital and share 

trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 

properties which are subject to operating risks associated with the industry; and (11) if the 

announced increase to the dividend tax credit is not passed into law, it would likely have a 

material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price 
Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 30 May 2008) 

  Coverage Universe IB Clients 
Rating # % % 

Buy 331 61.1% 36.6% 
Speculative Buy 56 10.3% 60.7% 
Hold 131 24.2% 23.7% 
Sell 24 4.4% 8.3% 

 542 100.0%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss. 

  
Canaccord Adams Research Disclosures as of 30 June 2008 

 Company Disclosure 
 Fortis Inc. 1A, 2, 7 
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A.  investment banking services. 

B.  non-investment banking securities-related services. 

C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com. 

The authoring analysts who are responsible for the preparation of this investment research have received (or 
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will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 
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 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2008. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2008. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2008. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 

Fortis Inc. 

FTS : TSX : C$26.76 
HOLD ↓ 

Target: C$29.00 ↓ 

Bob Hastings, CFA 1.604.643.0177 
bob.hastings@canaccordadams.com 
Juan Plessis, MBA, CFA 1.604.643.0181 
juan.plessis@canaccordadams.com 
Christy Taylor 1.604.643.7034 
christy.taylor@canaccordadams.com 

  

COMPANY STATISTICS: 
52-week Range: C$24.11-29.94 
Avg. Daily Vol. (000s): 447.7 
Market Cap (M): C$4,194.74 
Shares Out (M): 156.8 
Current Dividend: C$1.00 
Current Dividend Yield %: 3.7 
 
EARNINGS SUMMARY: 
FYE Dec 2006A 2007A 2008E 2009E 
EPS: C$1.39 C$1.34 C$1.50 C$1.55 
P/E (x): 19.3 20.0 17.8 17.3 
CFPS: C$2.97 C$3.37 C$3.50 C$3.70 
P/CF (x): 9.0 7.9 7.6 7.2 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Energy – Pipeline and Power Utilities 
DELAYED GROWTH, LOWERED 
EARNINGS, TARGET AND RATING  
Event 
Fortis released second quarter recurring earnings per share of $0.28 

versus $0.32 last year, in line with the consensus estimate. However, 

gains at Terasen and Newfoundland Power that will not improve our 

annual earnings estimate offset a negative impact from Alberta taxes 

and corporate expenses. 

Impact 
Negative. We are reducing our outlook for 2008 and 2009 earnings. 

Valuation 
We are reducing our 12-month target price to C$29.00 from C$30.00 due to 

modestly lower earnings estimates and lowering our rating to HOLD from 

Buy. Our target price is derived from a combination of valuation metrics 

that include earnings and dividend yields relative to long-term interest 

rates, dividend discount models, and earnings and cash flow multiples 

relative to both Fortis’s historical valuation and its utility and pipeline peers.  

Outlook  
We are lowering our 2008 estimate to $1.50 (excluding the one-time 

$0.08 from a retroactive fuel cost issue in Belize) from $1.60 per share 

and our 2009 estimate to $1.55 from $1.70. While Fortis continues to 

perform on track in most of its operations, earnings will be hurt by 

elevated Alberta taxes and corporate expenses. Corporate taxes at 

FortisAlberta have dampened earnings by about $9 million so far this 

year due to the timing of the collection of Alberta Electric System Operator 

(AESO) deferral account charges. This deferral account captures variances 

from customer transmission charges and their actual cost with a two-year 

regulatory lag between when they are collected or refunded  

http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
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in customer rates. This issue was mitigated in the past by selling the receivable balance to 

a bank, allowing FortisAlberta to record the proceeds in the year they were incurred. Due 

widening credit spreads Fortis elected not to pursue this option for 2008. Outside of this 

segment, Terasen continues to perform as expected and should be biggest source of 

earnings improvement this year. Increased allowed returns and higher rate bases at many 

of its Canadian regulated operations will also improve results in 2008. Longer-term 

earnings growth should be helped by planned capital spending of over $900 million in 

2008 and $4.5 billion over the next five years (up from the $4 billion estimate last quarter).  

Second quarter earnings 
Second quarter recurring earnings were $0.28 per share versus $0.32 last year, in line 

with the $0.27 consensus estimate. A stronger earnings performance versus the same 

quarter last year was muted by a 20% increase in shares outstanding to fund last year’s 

Terasen purchase. As expected, earnings growth largely stemmed from Terasen Gas ($12 

million versus $1.6 million in Q2/07), which contributed for the full second quarter this 

year (acquired on May 17 last year). Fortis Generation also improved due to increased 

production at the Central Newfoundland hydroelectric facility and increased average 

wholesale energy prices in both Ontario and upper New York State. Fortis Properties’ 

earnings grew by $1 million due to the contribution from Delta Regina (purchased August 

1, 2007), improved performance at its Atlantic Canada hospitality operations and higher 

average room rates. While Newfoundland Power’s contribution rose 25%, the increase was 

due to an accounting change that shifted power purchase expenses into the first and fourth 

quarters from the middle two quarters (there is no impact on annual earnings). Earnings 

growth was offset by an $8 million ($0.05 per share) decline at FortisAlberta mainly due 

higher corporate taxes associated with AESO approval of its charges deferral account and 

timing of its collection. Note that reported earnings were $0.18 per share versus $0.32 last 

year due to the inclusion of a one-time $8 million charge at Belize Electricity from 

disallowed previously incurred fuel and purchase power costs, a $2 million charge at 

FortisOntario as a result of the FERC reversing its stance on transmission charges with 

Niagara Mohawk Power Corp ($2 million gain reported in Q4/07 was essentially reversed) 

and a $0.6 million gain at FortisBC from insurance proceeds associated with a turbine 

generator failure in 2006. For more details on the second quarter results, please refer to 

Figure 1. 

Noteworthy 
• FortisOntario and Grimsby Power just entered into a non-binding letter of intent  

o FortisOntario to acquire a 10% minority interest in Grimsby Power’s 

electricity distribution business for ~$1.1 million and the cost to integrate 

Grimsby Power’s customer information system service to FortisOntario’s 

SAP-based system 

• Caribbean Utilities and Government of Cayman Islands signed an exclusive 20-

year transmission and distribution license and 21.5-year generation license  

o Under the T&D licence, customer rates set using initial target rate of 

return on asset base of 10%; down from 15% in previous licence 

• Caribbean Utilities announced a US$28 million rights offering in June 2008 

o To repay credit facility and finance capex 



Daily Letter | 3 
 11 August 2008 

 

o Closes August 15  

o Fortis to buy its share, plus any unsubscribed rights 

• Fortis Generation  

o Average Q2 wholesale energy prices: $46.86/MWh vs. $42.93/MWh in 

Ontario and $80.89/MWh vs. $56.97/MWh in upper New York State 

o Reservoirs in central Newfoundland hydro facility at ~two-thirds of 

maximum; Chalillo reservoir in Belize full  

 

Investment risks 
Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 

target for Fortis are as follows: (1) price movement in electricity rates and commodities 

used for electricity generation could impact profitability; (2) international operations have 

currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 

of contract counterparties; (4) debt refinancing at higher interest rates could impact the 

income of the company; (5) equipment failure or extreme weather conditions could 

adversely affect operating facilities; (6) change in public policy on environmental health 

and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 

political climate could impinge on the profitability and the future growth and development 

of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 

with unionized workers on acceptable terms could result in increased labour costs or 

service interruptions arising from labour disputes; (9) challenging economic conditions 

which may impact demand for products and services, peer group valuation, access to 

capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 

and hotel properties which are subject to operating risks associated with the industry; and 

(11) if the announced increase to the dividend tax credit is not passed into law, it would 

likely have a material impact on our target price. 
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Figure 1: : Fortis Inc. second quarter financial details  
 

 
Second Quarter Earnings

Millions of dollars 2007 2008 Change
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Terasen Gas $1.6 $12.0 n.m
Newfoundland Power $8.0 $10.0 25.0%
FortisAlberta $15.5 $7.0  (54.8%)
FortisBC $6.5 $6.4  (1.5%)
Other Canadian Regulated Utilities $4.0 $4.0 0.0%
Total  Canadian Earnings $35.6 $39.4 10.7%
Regulated Utilities - Caribbean $7.6 $8.0 5.3%
Non-Regulated
Fortis Generation $4.9 $7.0 42.9%
Fortis Properties $6.0 $7.0 16.7%
Total Non-Regulated Earnings $10.9 $14.0 28.4%
Corporate and Consolidated Adjustments ($12.6) ($18.0) 42.9%
Recurring Earnings $41.5 $43.4 4.6%
Non-recurring items ($14.4)
Reported Net Earnings $41.5 $29.0  (30.1%)
EPS:

Recurring $0.32 $0.28  (12.7%)
Non-recurring items $0.00 ($0.09)
Reported $0.32 $0.18

Cash Flow Per Share $0.88 $1.05 18.6%
Average Shares Outstanding (mln) 131.1       157.0       19.8%
Regulated

Earnings $43.2 $47 9.7%
% of total 104% 109%

Non-Regulated
Earnings $10.9 $14 28.4%
% of total 26% 32%

Corporate
Earnings ($12.6) ($18.0)  (42.9%)
% of total  (30.4%)  (41.5%)

Reflects full quarter of earnings vs ~1.5 months 
last year (acquired May 17, 2007)

Quartlerly shift in annual purchased power 
expense raised earnings by $2.5 mln this quarter.

13.9% higher production and higher wholesale 
energy prices. 
Contribution from Delta Regina acquired on Aug. 
1/07 and higher revenue per available room.

Excludes $8 mln charge from disallowed fuel and 
purchased power costs incurred at Belize 
Electricity.

$1.15 bln common share issue to fund Terasen 
purchase last year. 

Higher corporate taxes associated with regulator 
approved charges for deferral account and timing 
of its collection.

Higher as a result of Terasen addition.

Includes $8 mln Belize charge, $2 mln charge at 
FortisOntario for repayment of interconnection 
agreement received in Q4/07 and $0.6 mln of 
insurance proceeds at FortisBC.

In-line with 27 consensus but ... not the way we 
wanted.

Finance of Terasen purchase.

Stems mainly from increased contribution from 
Fortis Generation.

 
 

Source: Fortis Inc; Canaccord Adams 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 5 August 2008) 

  Coverage Universe IB Clients 

Rating # % % 
Buy 374 64.2% 35.8% 
Speculative Buy 59 10.1% 57.6% 
Hold 126 21.6% 21.4% 
Sell 24 4.1% 12.5% 

 583 100.0%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss. 
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Canaccord Adams Research Disclosures as of 11 August 2008 

 Company Disclosure 
 Fortis Inc. 1A, 2, 7 

 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A. investment banking services. 

B. non-investment banking securities-related services. 

C. non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com. 

The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 
  
 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2008. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2008. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2008. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 

Fortis Inc. 

FTS : TSX : C$24.85 
BUY ↑  

Target: C$29.00   

Bob Hastings, CFA 1.604.643.0177 
bob.hastings@canaccordadams.com 
Juan Plessis, MBA, CFA 1.604.643.0181 
juan.plessis@canaccordadams.com 
Christy Taylor 1.604.643.7034 
christy.taylor@canaccordadams.com 

  

COMPANY STATISTICS: 
52-week Range: C$24.11 - 29.94 
Avg. Daily Vol. (000s): 447.7 
Market Cap (M): C$3,945.50 
Shares Out (M): 156.8 
Current Dividend: C$1.00 
Current Dividend Yield %: 4.0 
 
EARNINGS SUMMARY: 
FYE Dec 2006A 2007A 2008E 2009E 
EPS: C$1.39 C$1.34 C$1.50 C$1.55 
P/E (x): 17.9 18.5 16.6 16.0 
CFPS: C$2.97 C$3.37 C$3.40 C$3.55 
P/CF (x): 8.4 7.4 7.3 7.0 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Energy -- Pipeline and Power Utilities 
RATING RAISED TO BUY ON SHARE 
PRICE WEAKNESS  
Event 
We are raising our rating on the shares of Fortis to BUY from Hold due 

to recent share price weakness but we are making no change to our 

C$29.00 target price.  

Valuation 
We are raising our target price to BUY from Hold and maintaining our 

target price of C$29.00. Our target price is derived from a combination 

of valuation metrics that include earnings and dividend yields relative to 

long-term interest rates, dividend discount models, and earnings and 

cash flow multiples relative to both historical valuation and its utility and 

pipeline peers.   

Investment risks 
Some of the specific risk factors that pertain to the projected 6- to 12-

month stock price target for Fortis are as follows: (1) price movement in 

electricity rates and commodities used for electricity generation could 

impact profitability; (2) international operations have currency rate 

exposure and liquidity risks associated with those currencies; (3) credit 

risk of contract counterparties; (4) debt refinancing at higher interest 

rates could impact the income of the company; (5) equipment failure or 

extreme weather conditions could adversely affect operating facilities; 

(6) change in public policy on environmental health and safety risk could 

impose unexpected costs on Fortis; (7) change in regulatory or political 

climate could impinge on the profitability and the future growth and 

development of Fortis; (8) the inability to maintain, or to renew, the 

collective bargaining agreements with unionized workers on acceptable 

terms could result in increased labour costs or service interruptions  
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arising from labour disputes; (9) challenging economic conditions which may impact 

demand for products and services, peer group valuation, access to capital and share 

trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 

properties which are subject to operating risks associated with the industry; and (11) if the 

announced increase to the dividend tax credit is not passed into law, it would likely have a 

material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 5 August 2008) 

  Coverage Universe IB Clients 

Rating # % % 
Buy 374 64.2% 35.8% 
Speculative Buy 59 10.1% 57.6% 
Hold 126 21.6% 21.4% 
Sell 24 4.1% 12.5% 

 583 100.0%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss. 
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 Company Disclosure 
 Fortis Inc. 1A, 2, 7 

 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A.  investment banking services. 

B.  non-investment banking securities-related services. 

C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com. 

The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 
  
 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2008. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2008. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2008. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 

Fortis Inc. 

FTS : TSX : C$26.21 
BUY   

Target: C$29.00   

Bob Hastings, CFA 1.604.643.0177 
bob.hastings@canaccordadams.com 
Juan Plessis, MBA, CFA 1.604.643.0181 
juan.plessis@canaccordadams.com 
Christy Taylor 1.604.643.7034 
christy.taylor@canaccordadams.com 

  

COMPANY STATISTICS: 
52-week Range: C$20.70 - 29.94 
Avg. Daily Vol. (000s): 432.8 
Market Cap (M): C$4,160.58 
Shares Out (M): 157.3 
Current Dividend: C$1.00 
Current Dividend Yield %: 3.8 
 
EARNINGS SUMMARY: 
FYE Dec 2006A 2007A 2008E 2009E 
EPS: C$1.39 C$1.34 C$1.55 C$1.60 
P/E (x): 18.9 19.6 16.9 16.4 
CFPS: C$2.97 C$3.37 C$3.40 C$3.55 
P/CF (x): 8.8 7.8 7.7 7.4 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Energy -- Pipeline and Power Utilities 
OUTLOOK IMPROVES ON AESO 
CHARGES BEING OFFSET AND GOOD 
HYDROLOGY 
Event 
Fortis released third quarter recurring earnings per share of $0.24, 

modestly above the consensus estimate.  

Impact 
Modestly positive.  

Valuation 
We are maintaining our C$29.00 target price and BUY rating. Our target 

price is derived from a combination of valuation metrics that include 

earnings and dividend yields relative to long-term interest rates, 

dividend discount models, and earnings and cash flow multiples relative 

to both historical valuation and its utility and pipeline peers.   

Outlook  
We are raising our 2008 EPS estimate to $1.55 from $1.50 to reflect 

strong hydrology and the company’s ability to now recover previous 

transmission charges in Alberta from the Alberta Electric System 

Operator (AESO) via an income tax mechanism. We are also moving our 

2009 EPS estimate up by $0.05 to $1.60 from $1.55 for the same 

reason. The company is now applying tax deductions on AESO 

transmission tariffs that will improve annual earnings by ~$0.05 per 

share in both 2008 and 2009. These charges were to be recovered from 

customers after a two-year lag, so while the cash flow impact is still 

delayed, the accounting change better matches the expense with its 

recovery and removes the negative earnings impact.  
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The company’s operations are performing largely in line with expectations, with better- 

than-expected results from non-regulated generation due to strong hydrology. The 

company stated that with Terasen now substantially integrated into its operations, it is well 

positioned to pursue additional growth in its core areas. While Fortis has an adequate 

balance sheet, we believe potential acquisitions would have to be extremely attractive and 

immediately accretive in order for it to pursue them, given the current market 

environment. Regardless, the planned $4.5 billion of capital spending in regulated 

operations over the next five years should help generate longer-term earnings growth even 

without a new acquisition.  

Earnings Summary  
Fortis generated $0.24 per share of recurring earnings in the third quarter, versus $0.20 

last year, slightly above the $0.21 consensus estimate. The year-over-year improvement 

was mainly due to higher rainfall and power prices Belize and an accounting change at 

Newfoundland Power which redistributes quarterly income (with no change in annual 

earnings). The improvement over consensus was due to the company being able to now 

offset the AESO transmission charge and the better hydrology. These improvements were 

partly offset by lower rates and hurricane related costs at the regulated Caribbean 

operations. For the first nine months of the year, recurring earnings were $1.09 per share 

versus $0.91 for the same period last year. For more details on the third quarter results, 

please refer to Figure 1. 

Noteworthy Items 
• Non-recurring items 

o Tax settlement of $5.5 million recorded at Terasen Gas 

o $2 million tax reduction stemming from prior periods  

• FortisAlberta Q3 earnings includes $4.5 million recovery of future taxes 

o Applies to Q2/08 

• FortisOntario to acquire 10% interest in Grimsby Power Inc. for $1.1 million 

• Caribbean Utilities (CUC) 

o Now owns 57%, up from 54% 

� 2.1 mln shares purchased in August Rights Offering  

� 267,669 shares purchased in October through a private 

arrangement 

• Fortis Q4/08 results to benefit from five months of CUC financial results 

o Change in CUC’s fiscal year-end 
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Figure 1: Fortis Inc. third quarter financial details 
 

Third Quarter Earnings
Millions of dollars 2007 2008 Change
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Terasen Gas ($4) ($5) n.m
Newfoundland Power $3 $8 196.3%
FortisAlberta $15 $13  (15.0%)
FortisBC $6 $8 29.0%
Other Canadian Regulated Utilities $4 $5 13.6%
Total  Canadian Earnings $24 $29 19.3%
Regulated Utilities - Caribbean $10 $7  (28.6%)
Non-Regulated
Fortis Generation $5 $9 80.0%
Fortis Properties $8 $9 12.5%
Total Non-Regulated Earnings $13 $18 38.5%
Corporate and Consolidated Adjustments ($16) ($17) 4.3%
Recurring Earnings $31 $37 20.1%
Non-recurring items $0 $12
Reported Net Earnings $31 $49 59.1%
EPS:

Recurring $0.20 $0.24 18.1%
Non-recurring items $0.00 $0.08
Reported $0.20 $0.31

Cash Flow Per Share $0.94 $0.83  (11.6%)
Average Shares Outstanding (mln) 154.5       157.2       1.7%
Regulated

Earnings $34 $36 5.6%
% of total 111% 97%

Non-Regulated
Earnings $13 $18 38.5%
% of total 42% 49%

Corporate
Earnings ($16) ($17)  (4.3%)
% of total  (52.9%)  (45.9%)

Seasonal earnings, mainly in Q1 & Q4.

Quarterly shift in purchased power expense 
raised earnings by $5.5 mln in Q3 - no annual 
impact.

Higher rainfall in NY and Belize; higher realized 
prices.

Lower rates at Belize Elec. & Caribbean Utilities. 
Includes $1 mln of Hurricane Ike costs at Fortis 
Turks and Caicos. 

Mainly due to Newfoundland Power's quarterly  
shift of purchased power expense.

$7.5 mln of tax reductions at Terasen Gas 
applicable to prior periods; $4.5 mln of future tax 
recoveries applicable to Q2/08 at FortisAlberta.

Ahead of 21¢ consensus estimate.

Increased contribution from Fortis Generation.

Higher proportion of company-owned hydro 
production lowered energy costs.

REVPAR starting to slip; $93.64 vs $95.11.

 
 

Source: Fortis Inc; Canaccord Adams 
  

Investment risks 
Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 

target for Fortis are as follows: (1) price movement in electricity rates and commodities 

used for electricity generation could impact profitability; (2) international operations have 

currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 

of contract counterparties; (4) debt refinancing at higher interest rates could impact the 

income of the company; (5) equipment failure or extreme weather conditions could 

adversely affect operating facilities; (6) change in public policy on environmental health 

and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 
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political climate could impinge on the profitability and the future growth and development 

of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 

with unionized workers on acceptable terms could result in increased labour costs or 

service interruptions arising from labour disputes; (9) challenging economic conditions 

which may impact demand for products and services, peer group valuation, access to 

capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 

and hotel properties which are subject to operating risks associated with the industry; and 

(11) if the announced increase to the dividend tax credit is not passed into law, it would 

likely have a material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management in St. John’s, Newfoundland and some of the issuer's 

material operations. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 2 October 2008) 

  Coverage Universe IB Clients 
Rating # % % 

Buy 372 63.9% 35.5% 
Speculative Buy 57 9.8% 56.1% 
Hold 135 23.2% 16.3% 
Sell 18 3.1% 11.1% 

 582 100.0%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss. 
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Canaccord Adams Research Disclosures as of 31 October 2008 

 Company Disclosure 
 Fortis Inc. 1A, 2, 7 

 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A.  investment banking services. 

B.  non-investment banking securities-related services. 

C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
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access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.  

The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 

mailto:disclosures@canaccordadams.com
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 
  
 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2008. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2008. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2008. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 

Fortis Inc. 
FTS : TSX : C$23.75 

BUY   
Target: C$29.00   

Bob Hastings, CFA 1.604.643.0177 
bob.hastings@canaccordadams.com 
Juan Plessis, MBA, CFA 1.604.643.0181 
juan.plessis@canaccordadams.com 
Christy Taylor 1.604.643.7034 
christy.taylor@canaccordadams.com 

  

COMPANY STATISTICS: 
52-week Range: C$20.70-29.94 
Avg. Daily Vol. (000s): 537.9 
Market Cap (M): C$4,013.75 
Shares Out (M): 169.0 
Current Dividend: C$1.04 
Current Dividend Yield %: 4.4 
 
EARNINGS SUMMARY: 
FYE Dec 2007A 2008E 2009E 2010E 
EPS: C$1.34 C$1.51 C$1.50 C$1.60 
P/E (x): 17.7 15.7 15.8 14.8 
CFPS: C$3.37 C$3.40 C$3.50 C$3.60 
P/CF (x): 7.0 7.0 6.8 6.6 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Energy -- Pipeline and Power Utilities 
STEADY Q4 EARNINGS; 
MAINTAINING BUY RATING AND 
C$29.00 TARGET  
Event 
Fortis released fourth quarter recurring earnings per share of $0.47, 

slightly above the $0.46 consensus estimate.  

Impact 
Neutral 

Valuation 
We are maintaining our C$29.00 target price and BUY rating. Our target 

price is derived from a combination of valuation metrics that include 

earnings and dividend yields relative to long-term interest rates, 

dividend discount models, and earnings and cash flow multiples relative 

to both historical valuation and its utility and pipeline peers. 

Outlook  
We are maintaining our 2009 EPS estimate of $1.50 and introducing a 

2010 estimate of $1.60. We expect growth to be driven mainly driven 

from regulated utilities, and we point to the company’s 2008 capital 

program of $900 million and 2009 program of $1.0 billion.  

The company’s operations continue to perform well, with the positive 

exception of better than expected results at FortisAlberta and in its non-

regulated generation. However, while 2009 earnings will grow from the 

capital expansion program, the benefit may well be completely offset by: 

loss of its non-regulated Ontario generation at the end of the first 

quarter that could remove about $10 million of earnings; challenges at 

its Hospitality Division at Fortis Properties due to the economy; lower  

http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
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growth at its Caribbean operations as tourism slows; modestly lower allowed ROEs at many 

of the company’s utility operations; and dilution from the 11.7 million share issue in 

December. Longer term, the company will continue to pursue acquisitions in regulated 

natural gas and electric utilities in Canada, the US and the Caribbean, now that the Terasen 

acquisition has been fully integrated into its operations. We believe any potential acquisitions 

would need to be extremely attractive given the current economic and credit market 

environment. Regardless, the $4.5 billion of capital spending at the company’s regulated 

operations over the next five years should help generate longer-term earnings growth. 

Fourth quarter earnings summary 
Fortis generated $0.47 per share of recurring earnings in the fourth quarter, versus $0.44 

last year, just above the $0.46 consensus estimate. The improvement was mainly 

generated from lower future income taxes at FortisAlberta and higher earnings at Terasen 

Gas. These improvements were partly offset by hurricane-related costs at the regulated 

Caribbean operations and a $2 million impact at Newfoundland Power from the quarterly 

shift in purchased power expense (although neutral for the full year). For the full year, 

recurring earnings were $1.51 per share versus $1.34 for the same period last year, due 

primarily to the full year-inclusion of Terasen. For more details on the fourth quarter and 

full year results, please refer to Figures 1 and 2. 

Noteworthy items 
• Some projects completion dates delayed 

o Terasen’s 50 km pipeline lateral from Squamish to Whistler 

� Completion slipped from summer 2008 to April 2009 

� No impact on cost 

o $53 million Vaca generating facility in Belize 

� Start-up early 2010 versus late 2009 

• 2009 capital expenditure program of $1.045 billion 

o Terasen – $287 million  

o FortisAlberta – $292 million 

o FortisBC – $160 million 

o Newfoundland Power – $65 million 

o Other Canadian regulated utilities – $34 million 

o Regulated Caribbean utilities – $118 million 

o Non-regulated utility operations – $56 million 

o Fortis Properties – $33 million 

• Belize Electricity now in violation of debt covenants 

o BZ$11 million with the Caribbean Development Bank and the 

International Bank for Reconstruction and Development 

o First Caribbean Bank withdrew credit facility in November 
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� Repaid BZ$4 million out of cash flow 

o Scotiabank may not renew BZ$5.1 million credit facility, but not yet used 

o Lower energy prices provides some near-term liquidity relief 

• Impact of global economic downturn 

o Growth at Fortis Properties Hospitality Division may be challenging 

o Caribbean growth may decline with lower tourism  

• Pension plan assets declined by $95 million, or 14% from previous year 

o Fortis expects no material increase in pension expense in 2009 

� Actuarial valuations scheduled for completion in 2009 and 2010 

o Longer-term pension funding obligations could increase 

 

Investment risks 
Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 

target for Fortis are as follows: (1) price movement in electricity rates and commodities 

used for electricity generation could impact profitability; (2) international operations have 

currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 

of contract counterparties; (4) debt refinancing at higher interest rates could impact the 

income of the company; (5) equipment failure or extreme weather conditions could 

adversely affect operating facilities; (6) change in public policy on environmental health 

and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 

political climate could impinge on the profitability and the future growth and development 

of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 

with unionized workers on acceptable terms could result in increased labour costs or 

service interruptions arising from labour disputes; (9) challenging economic conditions 

which may impact demand for products and services, peer group valuation, access to 

capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 

and hotel properties which are subject to operating risks associated with the industry; and 

(11) if the announced increase to the dividend tax credit is not passed into law, it would 

likely have a material impact on our target price. 
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Figure 1: Fourth-quarter earnings  
 

Fourth Quarter Earnings
Millions of dollars 2007 2008 Change
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Terasen Gas $45 $47 4.4%
Newfoundland Power $9 $8  (11.1%)
FortisAlberta $6 $11 83.3%
FortisBC $7 $7 0.0%
Other Canadian Regulated Utilities $2 $3 100.0%
Total  Canadian Earnings $69 $76 10.9%
Regulated Utilities - Caribbean $9 $7  (22.2%)
Non-Regulated
Fortis Generation $7 $8 19.4%
Fortis Properties $4 $4 0.0%
Total Non-Regulated Earnings $11 $12 12.1%
Corporate and Consolidated Adjustments ($20) ($20) 0.0%
Recurring Earnings $68 $75 10.0%
Non-recurring items $11 $1
Reported Net Earnings $79 $76  (3.8%)

EPS:
Recurring $0.44 $0.47 7.5%
Non-recurring items $0.07 $0.01
Reported $0.51 $0.48

Cash Flow Per Share $0.92 $0.98 6.0%
Average Shares Outstanding (mln) 155.4    158.9    2.3%
Regulated

Earnings $78 $83 7.1%
% of total 88% 111%

Non-Regulated
Earnings $11 $12 12.1%
% of total 12% 16%

Corporate
Earnings ($20) ($20) 0.0%
% of total  (29.3%)  (26.7%)

Fortis Inc.
Higher ROE partly offset by increased labour 
costs.

Lower future income tax expenses partly offset by 
higher labour costs, increased amortization due 
to capex program and increased financing costs

Favorable FX, offset by hurricane costs and higher 
opex.

Due mainly from lower future taxes at 
FortisAlberta.

$1 mln benefit from change in Caribbean 
Utilities' fiscal year end that added 2 months' 
results.

In-line with 46¢ consensus estimate.

More production at Fortis Generation.

Higher rates offset by increased purchase power 
costs and amortization expense.

3% higher production, higher prices and lower 
interest expenses due to Nov/07 refinancing.

Quarterly shift in purchased power expense 
lowered earnings by $2 mln in Q4 - no annual 
impact.

11.7 mln share issue in December.

Includes $5 mln business development costs.

 
 

Source: Fortis; Canaccord Adams  
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Figure 2: Full-year earnings  
 

Full Year Earnings
Millions of dollars 2007 2008 Change
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Terasen Gas $43 $113 161.6%
Newfoundland Power $30 $32 6.7%
FortisAlberta $48 $46  (4.2%)
FortisBC $31 $33 7.7%
Other Canadian Regulated Utilities $15 $16 10.3%
Total  Canadian Earnings $167 $240 44.1%
Regulated Utilities - Caribbean $33 $29  (13.2%)
Non-Regulated
Fortis Generation $24 $17  (28.3%)
Fortis Properties $20 $23 15.0%
Total Non-Regulated Earnings $44 $40  (8.5%)
Corporate and Consolidated Adjustments ($59) ($71) 20.3%
Recurring Earnings $185 $238 28.9%
Non-recurring items $8 $7
Reported Net Earnings $193 $245 26.9%

EPS:
Recurring $1.34 $1.51 12.7%
Non-recurring items $0.06 $0.05
Reported $1.40 $1.56

Cash Flow Per Share $3.56 $3.95 11.0%
Average Shares Outstanding (mln) 137.6    157.4    14.4%
Regulated

Earnings $200 $269 34.5%
% of total 108% 113%

Non-Regulated
Earnings $44 $40  (8.5%)
% of total 24% 17%

Corporate
Earnings ($59) ($71)  (20.3%)
% of total  (32.0%)  (29.8%)

Fortis Inc.

2008 earnings reflect full year contribution of 
Terasen Gas vs 7.5 months in 2007.

Higher customer rates, lower operating and 
financing charges.

Increased wholesale electricity prices, more 
production and lower financing charges.

Primarily due to lower rates at Belize Electricity 
and Caribbean Utilities and Hurricane Ike costs.

Due mainly from full year contribution of Terasen 
in 2008.

Terasen financing charges in for full year, higher 
preference share dividends and greater business 
development costs, partly offset by higher 
corporate tax recovery.

In-line with the consensus estimate.

Improvements at Fortis Generation and addition 
of Delta Regina hotel.

Lower future tax recoveries, higher headcount 
and increased depreciation/interest expenses 
due to ongoing capex.

Full year contribution from the Delta Regina hotel 
acquired Aug/07.

 
 

Source: Fortis; Canaccord Adams 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer’s management and some of the issuer’s material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 4 February 2009) 

  Coverage Universe IB Clients 

Rating # % % 

Buy 339 60% 31% 

Speculative Buy 68 12% 53% 

Hold 135 24% 24% 

Sell 23 4% 26% 

 565 100%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
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criteria. Investments in the stock may result in material loss. 
  
Canaccord Adams Research Disclosures as of 6 February 2009 

 Company Disclosure 
 Fortis Inc. 1A, 2, 7 

 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A. investment banking services. 

B. non-investment banking securities-related services. 

C. non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
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reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.  

The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority’s Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 

mailto:disclosures@canaccordadams.com
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Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 
  

For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 
US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 

  
 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2009. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2009. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2009. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group of Canaccord Capital Inc. (CCI : TSX|AIM) 
The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
information, please see the Important Disclosures section in the appendix of this document or visit 
http://www.canaccordadams.com/research/Disclosure.htm. 

Fortis Inc. 
FTS : TSX : C$22.23 

BUY   
Target: C$29.00   

Bob Hastings, CFA 1.604.643.0177 
bob.hastings@canaccordadams.com 
Juan Plessis, MBA, CFA 1.604.643.0181 
juan.plessis@canaccordadams.com 

  

COMPANY STATISTICS: 
52-week Range: C$20.70 - 28.34 
Avg. Daily Vol. (000s): 593.0 
Market Cap (M): C$3,756.87 
Shares Out (M): 169.0 
Current Dividend: C$1.04 
Current Dividend Yield %: 4.7 
 
EARNINGS SUMMARY: 
FYE Dec 2007A 2008A 2009E 2010E 
EPS: C$1.34 C$1.51 C$1.50 C$1.60 
P/E (x): 16.6 14.7 14.8 13.9 
CFPS: C$3.37 C$3.40 C$3.65 C$3.90 
P/CF (x): 6.6 6.5 6.1 5.7 
 
SHARE PRICE PERFORMANCE:  

  
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 
NO SURPRISES IN Q1 RESULTS; 
MAINTAINING BUY RATING AND 
C$29.00 TARGET PRICE 
Event 
Fortis released first-quarter recurring earnings per share of $0.53, 

modestly below the $0.57 consensus estimate.  

Impact 
Neutral. 

Valuation 
We are maintaining our C$29.00 target price and BUY rating. Our target 

price is derived from a combination of valuation metrics that include 

earnings and dividend yields relative to long-term interest rates, 

dividend discount models, and earnings and cash flow multiples relative 

to both historical valuation and its utility and pipeline peers. 

Outlook 
We are maintaining our 2009 and 2010 EPS estimates of $1.50 and 

$1.60, respectively. Growth will be driven mainly driven from $900 

million of capital expenditures invested in regulated operations and 

planned capital expenditures of $1.0 billion in 2010. Our outlook for 

Fortis’s various operations remain unchanged. Regulated utilities should 

continue to benefit from higher-rate bases as the strong capital spending 

program continues over the next five years. In addition, we could see 

some improvements in allowed ROEs beginning in 2010 if Canadian 

regulators mirror the National Energy Board’s (NEB) recent approach to 

rate-making. Last month, the NEB abandoned its ROE formula approach 

in favour of an after-tax weighted average cost of capital approach on its 

recent decision regarding TQM Pipeline that also better recognized risk 

issues and raised its allowed equity return. 

http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
http://www.canaccordadams.com/research/Disclosure.htm
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As the NEB was the originator of the formula ROE approach, the well laid out reasoning for 

the change should positively impact the regulatory methodologies at other regulatory 

jurisdictions that had previously adopted the NEB formula approach. 

While 2009 earnings will benefit from the planned capital expenditures, the benefit will be 

mitigated by the loss of its non-regulated Ontario generation at the end of the first quarter; 

potentially lower earnings at Fortis Properties due to the poor economy; slower growth at 

its Caribbean operations as tourism moderates in the current economic climate; modestly 

lower allowed ROEs at many of the company’s utility operations; and dilution from the 

11.7 million share issue in December.  

First-quarter earnings summary 
Fortis reported first-quarter recurring income of $0.53 per share, versus $0.58 last year, 

modestly below the $0.57 consensus estimate. Total earnings were flat over last year, but 

earnings per share were down because of an 8% increase in shares outstanding. Improved 

earnings at FortisBC and FortisAlberta from increased rate bases were partly offset by 

lower rates at the regulated Caribbean operations and a decline in earnings generated 

from the Fortis Properties division. Net reported earnings per share for the first quarter 

were $0.54 which included $2 million on non-recurring items at Fortis Turks and Caicos. 

For more details on the first-quarter results, please refer to Figure 1. 

Noteworthy items 
• Completed Terasen’s 50-kilometre pipeline lateral from Squamish to Whistler 

• $4.5 billion of capital spending over the next five years  

o $3.1 billion at regulated electric utilities 

o $1.2 billion at regulated gas utilities 

o $0.2 billion at non-regulated operations 

• 2009 capital expenditure program of $1 billion 

• Impact of global economic downturn 

o Fortis Properties Hospitality Division impacted modestly 

o Caribbean growth may decline with lower tourism (unless everyone 

switches from Mexico to the Caribbean!)   

• Pension expenses are almost exclusively related to regulated operations and are 

recoverable in rates  

o Actuarial valuations scheduled for completion in 2009 and 2010 
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Figure 1: Fortis first-quarter earnings details 
 

First Quarter Earnings
Millions of dollars 2008 2009 Change
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - Canadian
Terasen Gas $58 $58
Newfoundland Power $6 $6 0.0%
FortisAlberta $11 $12 9.1%
FortisBC $12 $14 16.7%
Other Canadian Regulated Utilities $4 $5 25.0%
Total  Canadian Earnings $91 $95 4.4%
Regulated Utilities - Caribbean $7.0 $4.0
Non-Regulated
Fortis Generation $6 $6 0.0%
Fortis Properties $3 $2  (33.3%)
Total Non-Regulated Earnings $9 $8  (11.1%)
Corporate and Consolidated Adjustments ($16) ($17) 6.3%
Recurring Earnings $91 $90  (1.1%)
Non-recurring items $0 $2
Reported Net Earnings $91 $92 1.1%

EPS:
Recurring $0.58 $0.53  (8.6%)
Non-recurring items $0.00 $0.01
Reported $0.58 $0.54

Cash Flow Per Share $1.19 $1.17  (1.6%)
Average Shares Outstanding (mln) 156.6       169.4       8.2%
Regulated

Earnings $98 $99 1.0%
% of total 108% 110%

Non-Regulated
Earnings $9 $8  (11.1%)
% of total 10% 9%

Corporate
Earnings ($16.0) ($17.0)  (6.3%)
% of total  (17.6%)  (18.9%)

Customer growth offsets 15bps decline in ROE.

Lower production and wholesale prices in New York 
and Ontario offset by favourable FX and higher 
production in Belize.

Favourable FX more than offset by lower rates at 
Belize Electricity and Caribbean Utilities.

11.7 mln shares issue in Dec/2008.

Earnings growing with continued capital investment.

Lower occupancy and one time opex at Fortis 
Properties.

Lower debt levels and rates but higher costs on Pref 
shares issue in Q2/08.

Higher than our 50¢ estimate but below the 57¢ 
consensus estimate.

Higher financing costs

Lower occupancy rates and one-time transitional 
opex from purchase of Sheraton Hotel 
Newfoundland.

 
 

Source: Fortis Inc., Canaccord Adams 
  

Investment risks 
Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 

target for Fortis are as follows: (1) price movement in electricity rates and commodities 

used for electricity generation could impact profitability; (2) international operations have 

currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 

of contract counterparties; (4) debt refinancing at higher interest rates could impact the 

income of the company; (5) equipment failure or extreme weather conditions could 
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adversely affect operating facilities; (6) change in public policy on environmental health 

and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 

political climate could impinge on the profitability and the future growth and development 

of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 

with unionized workers on acceptable terms could result in increased labour costs or 

service interruptions arising from labour disputes; (9) challenging economic conditions 

which may impact demand for products and services, peer group valuation, access to 

capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 

and hotel properties which are subject to operating risks associated with the industry; and 

(11) if the announced increase to the dividend tax credit is not passed into law, it would 

likely have a material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

  * Price charts assume event 1 indicates initiation of coverage or the beginning of the measurement period. 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 1 April 2009) 

  Coverage Universe IB Clients 

Rating # % % 

Buy 314 57% 29% 

Speculative Buy 69 13% 51% 

Hold 144 26% 22% 

Sell 25 5% 20% 

 552 100%     

Canaccord Ratings 
System: 

BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer. 

  

Risk Qualifier: SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 
criteria. Investments in the stock may result in material loss. 
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Canaccord Adams Research Disclosures as of 30 April 2009 

 Company Disclosure 
 Fortis Inc. 1A, 2, 7 

 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 

A.  investment banking services. 

B.  non-investment banking securities-related services. 

C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 

  

 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 
Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation. Clients of Canaccord Adams, in the past 12 months, may have been clients of Canaccord Capital 
Corporation, Canaccord Capital (Europe) Limited, Canaccord Capital Corporation USA Inc., and/or Adams 
Harkness Financial Group Ltd. 

The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 

In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
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access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.  

The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 

Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  

Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  

The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 

Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 

This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction. 

  

For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority. 

  

For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. 
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply. 
  
 Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Capital Corporation 2009. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2009. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2009. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Fortis Inc. 

FTS : TSX : C$24.93 
BUY      

Target: C$29.00      

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA 1.604.643.0177 

bob.hastings@canaccordadams.com 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA 1.604.643.0181 

juan.plessis@canaccordadams.com 
     

COMPANY STATISTICS: 
52-week Range: C$20.70-28.00 
Avg. Daily Vol. (000s): 593.0 
Market Cap (M): C$4,233.11 
Shares Out (M): 169.8 
Current Dividend: C$1.04 
Current Dividend Yield %: 4.2 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2008A2008A2008A2008A    2009E2009E2009E2009E    2010E2010E2010E2010E    
EPS: C$1.51 C$1.50 C$1.60 
P/E (x): 16.5 16.6 15.6 
CFPS: C$3.40 C$3.65 C$3.90 
P/CF (x): 7.3 6.8 6.4 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility holding 
company with assets approaching $4.5 billion and annual 
revenues of more than $1.4 billion. Fortis has holdings in 
regulated and non-regulated natural gas and electric distribution 
utilities in Alberta, BC, Newfoundland, PEI, Ontario, New York 
State, Belize, Turks and Caicos Islands, and Cayman Islands. 
Fortis also owns and operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

SMALL ONTARIO ACQUISITION AND 
DEBT ISSUES COMING 
Event 

Fortis has agreed to purchase Great Lakes Power Distribution Inc. from 
Brookfield Renewable Power for $68 million. The company also 
announced that it will issue senior unsecured debentures, although 
terms are not yet known. 

Impact 

Minimally positive. 

Valuation 

We are maintaining our C$29.00 target price and BUY rating. Our target 
price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.  

Summary 

Fortis announced that its wholly owned subsidiary, FortisOntario, has 
entered into an agreement to purchase the shares of Great Lakes Power 
Distribution Inc. from Brookfield Renewable Power Inc. for $68 million 
subject to normal closing adjustments. The purchase price is about book 
value or rate base, and will be under $30 million once debt is issued to 
finance approximately 60% of rate base. Consequently, the investment 
represents only $0.16 per Fortis share, or <0.7% of market cap, and will 
contribute around $0.01 per share. Why make such a small investment? 
It enhances and expands the company’s existing electricity distribution 
operations in Ontario and makes the company the only investor-held 
power utility in the province. This may also place it in a stronger 
position if the government ever eliminates the onerous  

http://www.canaccordadams.com/research/Disclosure.htm


Flash Update | 2 
 23 June 2009 

 

municipal electricity utilities transfer tax that has stifled municipal utility sales. Fortis also 
announced that it has filed a preliminary prospectus in connection with the offering and 
sale of senior unsecured debentures. The terms and size of the offering are not yet known. 
The debentures will likely be longer term in nature (10 to 30 years) and the proceeds will 
be used to repay short-term or maturing debt. Expect another debt issue of around $40 
million to inject debt into the capital structure of Great Lakes Power Distribution after the 
deal closes. The acquisition is subject to regulatory approval by the Ontario Energy Board 
and Competition Act approval. 

Great Lakes Distribution Inc. 

• Serves approximately 12,000 customers 

• Located in the district of Algoma in northern Ontario 

• 1,800 kilometres of distribution lines that cover 14,200 square kilometres 

• Meets a peak load of ≈40 MW and an annual energy requirement of 198 GWh 

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties; (4) debt refinancing at higher interest rates could impact the 
income of the company; (5) equipment failure or extreme weather conditions could 
adversely affect operating facilities; (6) change in public policy on environmental health 
and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 
political climate could impinge on the profitability and the future growth and development 
of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 
with unionized workers on acceptable terms could result in increased labour costs or 
service interruptions arising from labour disputes; (9) challenging economic conditions 
which may impact demand for products and services, peer group valuation, access to 
capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 
and hotel properties which are subject to operating risks associated with the industry; and 
(11) if the announced increase to the dividend tax credit is not passed into law, it would 
likely have a material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer’s management and some of the issuer’s material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 June 2009) 

        Coverage UnCoverage UnCoverage UnCoverage Universeiverseiverseiverse    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 313 53.3% 25.2% 
Speculative Buy 67 11.4% 44.8% 
Hold 180 30.7% 21.7% 
Sell 27 4.6% 22.2% 
 587 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
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responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
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solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
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dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.    
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Residents: 

This investment research complies with the Financial Services Authority’s Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority.    

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.    

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
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Fortis Inc. 

FTS : TSX : C$25.76 
BUY      

Target: C$29.00      

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA 1.604.643.0177 

bob.hastings@canaccordadams.com 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA 1.604.643.0181 

juan.plessis@canaccordadams.com 
     

COMPANY STATISTICS: 
52-week Range: C$20.70 - 28.00 
Avg. Daily Vol. (000s): 566.0 
Market Cap (M): C$4,377.50 
Shares Out (M): 170.0 
Current Dividend: C$1.04 
Current Dividend Yield %: 4.0 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2008A2008A2008A2008A    2009E2009E2009E2009E    2010E2010E2010E2010E    
EPS: C$1.51 C$1.50 C$1.60 
P/E (x): 17.1 17.2 16.1 
CFPS: C$3.40 C$3.65 C$3.90 
P/CF (x): 7.6 7.1 6.6 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

ANOTHER GOOD QUARTER  
Event 

Fortis released second-quarter recurring earnings per share of $0.31, 
modestly ahead of the $0.27 consensus estimate.  

Impact 

Neutral. 

Valuation 

We are maintaining our C$29.00 target price and BUY rating. Our target 
price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.   

Outlook 

We are maintaining our 2009 and 2010 EPS estimates of $1.50 and 
$1.60, respectively. Growth will come from about $1.0 billion/year of 
capital expenditures over the next five years, with $4.75 billion of the 
expected $5 billion total spending in regulated operations, generating 
about 7% annual rate base growth. In addition, regulated utilities should 
benefit from higher regulated returns beginning in 2010, as many 
provincial regulators are considering changes to their rate making 
approach. In the first quarter, the National Energy Board set precedence 
when it issued a decision on TQM Pipeline that moved away from its 
traditional ROE formula approach based on Government of Canada bond 
yields to an after-tax weighted average cost of capital approach that 
recognized higher equity premiums. This is expected to positively impact 
regulatory methodologies and ROEs at various provincial utilities, 
though we have added little to our 2010 forecast for improved returns 
given timing and economic uncertainty.  

http://www.canaccordadams.com/research/Disclosure.htm
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On the down side, earnings are impacted by the expiry of its non-regulated Ontario 
generation contract in April and a poor economy that could produce lower earnings at 
Fortis Properties and slow the growth at its tourism-driven Caribbean operations. 

Second-quarter results 

Fortis reported second quarter recurring income of $0.31 per share, versus $0.22 last 
year, above the $0.27 consensus estimate. Generally, we believe the differential is one of 
quarterly timing and does not impact our 2009 full year estimate. The improvement in 
earnings over last year was driven mainly by the non-recurrence of a $13 million 
regulatory charge in Q2/08 (~$0.08 per share) and $5.5 million increase (~$0.03 per 
share) in FortisAlberta earnings due mainly to a change in tax strategy. In addition, 
incremental earnings were delivered at most of the other Canadian regulated operations 
due to lower interest and tax rates and rate base additions from last year’s capital 
spending. These improvements were partly offset by the expiry of the power-for-water 
agreement at the Rankine hydro facility which lowered earnings by $3.4 million. Recurring 
earnings in the first half of the year was $0.84 per share versus $0.80 for the same period 
last year. For more details on the second quarter results, please refer to Figure 1. 

Noteworthy items 

• Economy and housing impacts new customer additions at Terasen 

o Net customer losses of 1,200 in Q2/09 

• Capital Program 

o Spent $496 million in H1/09 

o ~$500 million to be spent in H2/09 

o $5 billion capital expected to be spent in 2009-2013 

§ ~$3.5 billion at regulated electric utilities 

§ ~$1.25 billion at regulated gas utilities 

§ ~$0.25 billion at non-regulated operations 

• Construction costs coming down 

o Okanagan Transmission Reinforcement Project to cost $110 million versus 
$141 million original estimate; 22% lower – labour, equipment, and 
commodity costs 

• Debt issues in Q2 and Q3 

o Fortis Inc. – $200 million, 6.51%, 30-year debentures in July/09 

o FortisBC - $105 million, 6.1%, 30-year unsecured debentures in June/09 

o Newfoundland Power – $65 million, 6.606%, 30-year first mortgage sinking 
bonds in May/09 

o Caribbean Utilities – US$30 million 7.5%, 15-year unsecured notes in May/09 

• Acquisitions 

o Closed purchase of 10% interest in Grimsby Power in Ontario for $1 million 

o Agreement to purchase Great Lakes Power Distribution Inc. for $68 million 

• Pension funding costs based on Q1/09 completed actuarial valuations 

o $22 million in ‘09, $18 million in ‘10, $6 million in ‘11, $2 million in ‘12 
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o Obligations may increase from Dec/09 and Dec/10 actuarial valuations  

• Fortis Turks and Caicos  

o Commissioned two diesel generating units, increasing supply by 6 MW or 
12.5% 

o Purchase 17.5 MW diesel engines for US$12 million – April/10 and Jan/11 

• Purchased additional 768,200 shares of Caribbean Utilities at a price of US$8/share 

o Increased ownership to 59.5% from 56.8% 
 
Figure 1: Fortis second-quarter financial details 
 

Second Quarter EarningsSecond Quarter EarningsSecond Quarter EarningsSecond Quarter Earnings
Millions of dollars 2008200820082008 2009200920092009 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $12.0 $14.0 16.7%

Newfoundland Power $10.0 $10.7 7.0%

FortisAlberta $11.5 $17.0 47.8%

FortisBC $6.4 $7.0 9.4%

Other Canadian Regulated Utilities $4.0 $4.0 0.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $43.9$43.9$43.9$43.9 $52.7$52.7$52.7$52.7 20.0%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean ($5.0)($5.0)($5.0)($5.0) $7.0$7.0$7.0$7.0  (240.0%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $7.0 $3.0  (57.1%)

Fortis Properties $7.0 $8.0 14.3%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $14.0$14.0$14.0$14.0 $11.0$11.0$11.0$11.0  (21.4%)

Corporate and Consolidated Adjustments ($18.0) ($18.0) 0.0%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $34.9$34.9$34.9$34.9 $52.7$52.7$52.7$52.7 51.0%
Non-recurring items ($1.4) $0.3
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $33.5$33.5$33.5$33.5 $53.0$53.0$53.0$53.0 58.2%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.22$0.22$0.22$0.22 $0.31$0.31$0.31$0.31 39.5%

Non-recurring items ($0.01) $0.00
Reported $0.21 $0.31

Cash Flow Per Share $1.05 $0.98  (6.2%)

Average Shares Outstanding (mln) 157.0       170.0       8.3%

RegulatedRegulatedRegulatedRegulated

Earnings $39 $60 53.5%
% of total 111% 113%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $14 $11  (21.4%)

% of total 40% 21%

CorporateCorporateCorporateCorporate
Earnings ($18.0) ($18.0) 0.0%
% of total  (51.6%)  (34.2%)

Lower tax rate; lower debt rate and debt balances' 
and higher customer rates. 

Reduced amortization and lower corporate tax 
rate.

Agreement expiry related to Rankine station 
reduces earnings by $3.4 mln.  Also lower 
electricity prices in Ontario & Upper New York.

One-time lease termination fees, purchase of 
Sheraton Hotel Newfoundland in Nov/08 and 
Holiday Inn Select, Ontario in April, offset by lower 
occupancy rates

Q2/08 includes $13 mln Belize regulatory charge 
that disallowed fuel and purchased power costs.

11.7 mln shares issue in Dec/2008.

Change in tax strategy swings tax expense.  
Q2/08 reflects additional $4.5 mln recorded in 
Q3/08 but related to Q2/08.  Also higher load 
and customer rates.

Impact of capex program and Alberta tax swing.

Beats 27¢ consensus estimate.

Expiry of Rankine power-for-water exchange 
program related to Rankine hydro plant.

 
 

Source: Fortis Inc., Canaccord Adams 
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties; (4) debt refinancing at higher interest rates could impact the 
income of the company; (5) equipment failure or extreme weather conditions could 
adversely affect operating facilities; (6) change in public policy on environmental health 
and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 
political climate could impinge on the profitability and the future growth and development 
of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 
with unionized workers on acceptable terms could result in increased labour costs or 
service interruptions arising from labour disputes; (9) challenging economic conditions 
which may impact demand for products and services, peer group valuation, access to 
capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 
and hotel properties which are subject to operating risks associated with the industry; and 
(11) if the announced increase to the dividend tax credit is not passed into law, it would 
likely have a material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
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Global Stock Ratings 
(as of 2 July 2009) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 322 52.2% 25.8% 
Speculative Buy 70 11.3% 47.1% 
Hold 195 31.6% 22.1% 
Sell 30 4.9% 16.7% 
 617 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 

Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.  
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
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will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.    

     
For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority.    

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.    

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 
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Fortis Inc. 

FTS : TSX : C$25.75 
BUY      

Target: C$29.00      

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA 1.604.643.0177 

bob.hastings@canaccordadams.com 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA 1.604.643.0181 

juan.plessis@canaccordadams.com 
     

COMPANY STATISTICS: 
52-week Range: C$21.52 - 28.00 
Avg. Daily Vol. (000s): 518.2 
Market Cap (M): C$4,386.00 
Shares Out (M): 170.0 
Current Dividend: C$1.04 
Current Dividend Yield %: 4.0 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2008A2008A2008A2008A    2009E2009E2009E2009E    2010E2010E2010E2010E    
EPS: C$1.51 C$1.50 C$1.60 
P/E (x): 17.1 17.2 16.1 
CFPS: C$3.40 C$3.65 C$3.90 
P/CF (x): 7.6 7.1 6.6 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

Q3 IN LINE  
Event 

Fortis released third-quarter recurring earnings per share of $0.21, in 
line with the consensus estimate.  

Impact 

Neutral. 

Valuation 

We are maintaining our C$29.00 target price and BUY rating. Our target 
price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.   

Outlook 

We are maintaining our 2009 and 2010 EPS estimates of $1.50 and 
$1.60, respectively. Modest growth largely stems from regulated 
operations – fuelled by roughly $1.0 billion/year of planned capital 
expenditures through 2013 (about 6%-7% annual rate base growth) and 
higher regulated returns as many regulators consider changes following 
the National Energy Board’s move away from traditional ROE formula 
approach. While higher returns are expected to flow through to Fortis’s 
earnings, we have not factored this into our 2010 forecast given the 
uncertainty of the outcome of regulatory decisions and the timing. We 
expect a less-than-robust economy to impact Fortis Properties on a lag 
basis and continue to limit growth in the Caribbean, which is impacted 
by both weak tourism and banking-related businesses.  

 

http://www.canaccordadams.com/research/Disclosure.htm
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Third-quarter results 

Fortis reported third-quarter recurring income of $0.21 per share, versus $0.24 last year, 
in line with the $0.21 consensus estimate. Recurring earnings came in $2 million less than 
in Q2/08 due mainly to the expiration of an agreement related to the Rankine hydro facility 
in Ontario. The modest reduction in earnings was exacerbated by an 8% increase in the 
shares outstanding from the December 2008 common equity issue. Earnings in the 
Canadian-regulated utility businesses improved modestly due to higher rate bases at 
Terasen Gas and FortisAlberta. Regulated Caribbean operations were flat over Q3/08, with 
higher operating expenses and amortization offset by favourable changes in the foreign 
exchange rate. Fortis Properties delivered flat results as the contribution from the 
November 2008 addition of Sheraton Hotel Newfoundland and the April 2009 acquisition 
of the Holiday Inn Select in Ontario was offset by low occupancy in the Hotel division. 
Recurring earnings for the first nine months of the year was $1.05 per share versus $1.04 
for the same period last year. For more details on the third-quarter results, please refer to 
Figure 1. 

Noteworthy Items 

• Economy and housing continues to impact new customer additions at Terasen 

o Net customer losses of 300 in Q3/09 

o Year-to-date customer additions were 800 versus 5,600 last year 

• Capital Program 

o Spent $763 million in first nine months of 2009 

o ~$250 million to be spent in Q4 

o $5 billion capital expected to be spent in 2009-2013 

• Debt issues in Q3 and Q4 

o FortisAlberta - $125 million, 5.37%, 30-year unsecured debentures in Oct/09 

o Caribbean Utilities – US$10 million, 7.5%, 15-year unsecured notes in July/09 

o Fortis Inc. - $200 million, 6.51%, 30-year debentures in July/09  

• Non-regulated generation 

o 1.5 month maintenance outage at Chalillo hydro facility in Belize in Q3 

o Lower power prices in Q3/09 versus Q3/08 

§ Upper New York State: US$37.52/MWh vs $77.82 

o No resolution to Newfoundland nationalizing AbitibiBowater’s hydro facilities 
(partially owned by Fortis) 

• Regulatory highlights 

o Review of generic ROE adjustment and deemed equity at Terasen Gas 

§ Applying for 11% (now 8.47%) and 40% deemed equity (now 35%) 

§ Decision expected late 2009/early 2010 
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o  Review of generic cost of capital by Alberta Utilities Commission 

§ Applies to all gas, electric and pipeline utilities (i.e. FortisAlberta) 

§ Order expected late 2009 

o Newfoundland Power applying for ROE of 11.0% from current 8.95% 

o Terasen’s estimate to move customer care operation in-house dropped from 
$145 million to $120 million 

 
Figure 1: Fortis Inc. third-quarter financial details 
 

Third Quarter EarningsThird Quarter EarningsThird Quarter EarningsThird Quarter Earnings

Millions of dollars 2008200820082008 2009200920092009 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas ($5) ($3) n.m

Newfoundland Power $8 $7  (12.5%)

FortisAlberta $13 $16 28.0%

FortisBC $8 $8 0.0%

Other Canadian Regulated Utilities $5 $5 0.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $29$29$29$29 $33$33$33$33 13.8%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $7$7$7$7 $7$7$7$7 0.0%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $9 $4  (55.6%)

Fortis Properties $9 $9 0.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $18$18$18$18 $13$13$13$13  (27.8%)

Corporate and Consolidated Adjustments ($17) ($18) 5.9%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $37$37$37$37 $35$35$35$35  (5.4%)

Non-recurring items $8 $1
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $44.5$44.5$44.5$44.5 $36.0$36.0$36.0$36.0  (19.1%)

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.24$0.24$0.24$0.24 $0.21$0.21$0.21$0.21  (12.7%)

Non-recurring items $0.05 $0.01

Reported $0.28 $0.21

Cash Flow Per Share $0.83 $0.84 0.7%

Average Shares Outstanding (mln) 157.2       170.4       8.4%

RegulatedRegulatedRegulatedRegulated

Earnings $36 $40 11.1%
% of total 97% 114%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $18 $13  (27.8%)

% of total 49% 37%

CorporateCorporateCorporateCorporate

Earnings ($17) ($18)  (5.9%)
% of total  (45.9%)  (51.4%)

Lower tax rate and higher customer rates. 

Higher amortization due to re-allocation and 
timing of vegetation management costs. 

Reduction mainly due to expiry of Rankine station 
agreement.  Also lower production and  prices in 
Ontario & Upper New York.

Impact of large capex program.

Favourable tax adjustment.

In-line with consensus.

Expiry of Rankine power-for-water exchange 
program related to Rankine hydro plant.

Higher load, customer growth and increased rates 
from capital spending.

Room rates in the Hotel Division declined to 
$89.02 from $93.64 in Q3/08; Occupancy rate 
in Real Estate Division fell to 96.2% from 96.6%.

 
 

Source: Fortis Inc., Canaccord Adams 
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties; (4) debt refinancing at higher interest rates could impact the 
income of the company; (5) equipment failure or extreme weather conditions could 
adversely affect operating facilities; (6) change in public policy on environmental health 
and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 
political climate could impinge on the profitability and the future growth and development 
of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 
with unionized workers on acceptable terms could result in increased labour costs or 
service interruptions arising from labour disputes; (9) challenging economic conditions 
which may impact demand for products and services, peer group valuation, access to 
capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 
and hotel properties which are subject to operating risks associated with the industry; and 
(11) if the announced increase to the dividend tax credit is not passed into law, it would 
likely have a material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer's management and some of the issuer's material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 2 November 2009) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 364 56.9% 27.7% 
Speculative Buy 70 10.9% 52.9% 
Hold 186 29.1% 17.2% 
Sell 20 3.1% 5.0% 
 640 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Adams Research Disclosures as of 5 November 2009 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 

companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 
A. investment banking services. 
B. non-investment banking securities-related services. 
C. non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 

Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.  
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 

mailto:disclosures@canaccordadams.com
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will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.    

     
For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority.    

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.    

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 AdditionAdditionAdditionAdditional information is available on request.al information is available on request.al information is available on request.al information is available on request. 
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FTS : TSX : C$26.60 
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Target: C$28.00 ↓↓↓↓ 

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA 1.604.643.0177 
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Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA 1.604.643.0181 

juan.plessis@canaccord.com 
     

COMPANY STATISTICS: 
52-week Range: C$21.52-28.00 
Avg. Daily Vol. (000s): 513.7 
Market Cap (M): C$4,538.91 
Shares Out (M): 170.7 
Current Dividend: C$1.04 
Current Dividend Yield %: 3.9 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2008A2008A2008A2008A    2009E2009E2009E2009E    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.51 C$1.53 C$1.65 C$1.75 
P/E (x): 17.6 17.4 16.1 15.2 
CFPS: C$3.40 C$3.68 C$3.95 C$4.20 
P/CF (x): 7.8 7.2 6.7 6.3 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

INTRODUCING 2011 ESTIMATES AND 
FINE-TUNING TARGET PRICE  
Event 

We are introducing our 2011 earnings and cash flow estimates for Fortis 
Inc. and adjusting our target price to reflect modest adjustments to our 
outlook for interest rates. In addition, we are moving our 2009 EPS estimate 
up $0.03 and our 2010 and 2011 EPS estimates up by $0.05 to $1.65 and 
$1.75, respectively, to reflect the impact of the recent Alberta Utilities 
Commission decision to discontinue its annual formula to determine ROEs 
and increase the deemed equity portion of FortisAlberta to 41% from 37%. 

Valuation 

We are lowering our target price to $28.00 from $29.00 and lowering 
our rating to HOLD from Buy. Our target price is derived from a 
combination of valuation metrics that include earnings and dividend 
yields relative to long-term interest rates, dividend discount models, and 
earnings and cash flow multiples relative to both historical valuation and 
its utility and pipeline peers. 

Summary 

We are introducing our 2011 earnings and cash flow forecasts for the 
companies and trusts in our coverage area. In addition, we are fine-
tuning several of our target prices. In a nutshell, we believe the group is 
attractive for income-oriented investors, with superior returns possibly 
available in the less liquid and often overlooked power trust area. It 
should be noted that a major assumption in our forecasts is that the 
group will have some of its upside limited by rising interest rates, with 
rates on Government of Canada bonds with a duration of 10 years and 
over estimated to rise by over 10%, from about 4.0% now to 4.5%. If 
rates remain at current levels, targeted total rates of return would be 
around 10% higher and even more attractive than we are currently 
forecasting. Improvements in allowed rates of return from the dreadfully 
low allowed returns currently in place is a distinct possibility, and would 
improve earnings and returns for investors longer term. 

http://www.canaccordadams.com/research/Disclosure.htm
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties; (4) debt refinancing at higher interest rates could impact the 
income of the company; (5) equipment failure or extreme weather conditions could 
adversely affect operating facilities; (6) change in public policy on environmental health 
and safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 
political climate could impinge on the profitability and the future growth and development 
of Fortis; (8) the inability to maintain, or to renew, the collective bargaining agreements 
with unionized workers on acceptable terms could result in increased labour costs or 
service interruptions arising from labour disputes; (9) challenging economic conditions 
which may impact demand for products and services, peer group valuation, access to 
capital and share trading liquidity; (10) Fortis holds investments in commercial real estate 
and hotel properties which are subject to operating risks associated with the industry; and 
(11) if the announced increase to the dividend tax credit is not passed into law, it would 
likely have a material impact on our target price. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited with the issuer’s management and some of the issuer’s material operations. No 

payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 2 November 2009) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 364 56.9% 27.7% 
Speculative Buy 70 10.9% 52.9% 
Hold 186 29.1% 17.2% 
Sell 20 3.1% 5.0% 
 640 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Adams Research Disclosures as of 16 November 2009 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 
A. investment banking services. 
B. non-investment banking securities-related services. 
C. non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Capital Inc., including 

Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Capital 
Corporation.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordadams.com.  
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 

mailto:disclosures@canaccordadams.com
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Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Capital 

Corporation, which accepts responsibility for this Investment Research and its dissemination in Canada. 
Canadian clients wishing to effect transactions in any Designated Investment discussed should do so through 
a qualified salesperson of Canaccord Adams, a division of Canaccord Capital Corporation in their particular 
jurisdiction.    

     
For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority’s Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority.    

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.    

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional iAdditional iAdditional iAdditional information is available on request.nformation is available on request.nformation is available on request.nformation is available on request. 
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Flash Update | 6 
 16 November 2009 

 

Copyright © Canaccord Adams Limited 2009. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2009. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Capital Corporation, Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA 1.604.643.0177 
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COMPANY STATISTICS: 
52-week Range: C$21.52-27.55 
Avg. Daily Vol. (000s): 497.9 
Market Cap (M): C$4,532.08 
Shares Out (M): 170.7 
Current Dividend: C$1.04 
Current Dividend Yield %: 3.9 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2008A2008A2008A2008A    2009E2009E2009E2009E    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.51 C$1.53 C$1.60 C$1.70 
P/E (x): 17.6 17.3 16.6 15.6 
CFPS: C$3.40 C$3.68 C$3.90 C$4.15 
P/CF (x): 7.8 7.2 6.8 6.4 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

TERASEN RATE SETTLEMENT NOT AS 
GOOD AS HOPED  
Event 

Fortis’s Terasen Gas operations received regulatory approval of its 
settlement rate application for 2010 and 2011.  

Impact 

Modestly negative. Rates are expected to remain flat in 2010 with a very 
minor increase in 2011. 

Valuation 

We are maintaining our $28.00 target price and HOLD rating. Our target 
price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.  

Summary 

The British Columbia Utilities Commission (BCUC) issued a decision, 
approving Terasen Gas Inc. (TGI) and Terasen Gas Vancouver Island’s 
(TGVI’s) 2010 and 2011 Negotiated Settlement. The Negotiated 
Settlement calls for no customer rate increases in 2010 and a 0.8% 
increase in 2011. The Negotiated Settlement is somewhat disappointing 
and reflects lower rates than we had assumed. Consequently, we are 
lowering our 2010 and 2011 EPS estimates by $0.05 in each year to 
$1.60 and $1.70, respectively. Given the recent settlement and assuming 
current allowed equity returns and capital structure, we anticipate Fortis 
could earn around $1.55 per share in 2010. However, TGI and TGVI 
have filed cost of capital applications with the BCUC and decisions are 
expected within the next month. We expect the decisions will be positive 

http://www.canaccordadams.com/research/Disclosure.htm
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for both deemed equity thickness and allowed ROE, which should help earnings get to 
$1.60 or more in 2010 and $1.70 in 2011. While both TGI and TGVI deserve an allowed 
return in excess of 9% and 9.5% respectively and higher equity underpinning, the regulator 
may be reluctant to award higher rates given the current economic climate.  

 
Figure 1: Terasen Gas Inc. and Terasen Gas Vancouver Island regulatory metrics 
 

  2009E2009E2009E2009E    2010E2010E2010E2010E    2011E2011E2011E2011E    
Terasen Gas Inc.Terasen Gas Inc.Terasen Gas Inc.Terasen Gas Inc.       

Rate base ($ mlns) 2,453.5 2,534.4 2,628.8 
Deemed equity component 35.0% ? ? 
Allowed ROE 8.47% ? ? 

    

Terasen Gas Vancouver IslanTerasen Gas Vancouver IslanTerasen Gas Vancouver IslanTerasen Gas Vancouver Islandddd       
Rate base 539.8 554.0 729.0 
Deemed equity component 40.0% ? ? 
Allowed ROE 9.17% ? ?  

 

Source: Terasen Gas Inc. and Terasen Gas Vancouver Island, Canaccord Adams 
  

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions which 
may impact demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC, Alberta, Manitoba, Newfoundland and Grand 

Cayman. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
 

Distribution of Ratings: 
Global Stock Ratings 
(as of 2 November 2009) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 364 56.9% 27.7% 
Speculative Buy 70 10.9% 52.9% 
Hold 186 29.1% 17.2% 
Sell 20 3.1% 5.0% 
 640 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Adams Research Disclosures as of 1 December 2009 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 

companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 
A. investment banking services. 
B. non-investment banking securities-related services. 
C. non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Financial 
Ltd.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccord.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
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will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Financial Ltd., 

which accepts responsibility for this Investment Research and its dissemination in Canada. Canadian clients 
wishing to effect transactions in any Designated Investment discussed should do so through a qualified 
salesperson of Canaccord Adams, a division of Canaccord Financial Ltd. in their particular jurisdiction.    

     
For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority’s Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority.    

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.    

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Financial Ltd. 2009. – Member IIROC/CIPF 
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Copyright © Canaccord Adams Limited 2009. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2009. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Financial Ltd., Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Canaccord Adams is the global capital markets group Canaccord Adams is the global capital markets group Canaccord Adams is the global capital markets group Canaccord Adams is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)of Canaccord Financial Inc. (CF : TSX | CF. : AIM)of Canaccord Financial Inc. (CF : TSX | CF. : AIM)of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments andindependent and objective views about any and all the Designated Investments andindependent and objective views about any and all the Designated Investments andindependent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important  Relevant Issuers discussed herein. For important  Relevant Issuers discussed herein. For important  Relevant Issuers discussed herein. For important 
iiiinnnnffffoooorrrrmmmmaaaattttiiiioooonnnn,,,,    pppplllleeeeaaaasssseeee    sssseeeeeeee    tttthhhheeee    IIIImmmmppppoooorrrrttttaaaannnntttt    DDDDiiiisssscccclllloooossssuuuurrrreeeessss    sssseeeeccccttttiiiioooonnnn    iiiinnnn    tttthhhheeee    aaaappppppppeeeennnnddddiiiixxxx    ooooffff    tttthhhhiiiissss    ddddooooccccuuuummmmeeeennnntttt    oooorrrr    vvvviiiissssiiiitttt    
hhhhttttttttpppp::::////////wwwwwwwwwwww....ccccaaaannnnaaaaccccccccoooorrrrddddaaaaddddaaaammmmssss....ccccoooommmm////rrrreeeesssseeeeaaaarrrrcccchhhh////DDDDiiiisssscccclllloooossssuuuurrrreeee....hhhhttttmmmm....    

Fortis Inc. 

FTS : TSX : C$28.23 
 

HOLD      

Target: C$30.00 ↑↑↑↑ 

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA 1.604.643.0177 

bob.hastings@canaccord.com 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA 1.604.643.0181 

juan.plessis@canaccord.com 

 
     

COMPANY STATISTICS: 
52-week Range: C$21.52 - 27.46 
Avg. Daily Vol. (000s): 488.4 
Market Cap (M): C$4,829.10 
Shares Out (M): 170.7 
Current Dividend: C$1.04 
Current Dividend Yield %: 3.7 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2008A2008A2008A2008A    2009E2009E2009E2009E    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.51 C$1.53 C$1.70 C$1.85 
P/E (x): 18.7 18.5 16.6 15.3 
CFPS: C$3.40 C$3.65 C$4.00 C$4.30 
P/CF (x): 8.3 7.7 7.1 6.6 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  

Infrastructure -- Utilities 

TERASEN RECEIVES POSITIVE 
DECISION; RAISING TARGET PRICE 
TO C$30.00  
Event 

Fortis’s Terasen Gas operations received a regulatory decision regarding 
its allowed return on common equity (ROE) and capital structure for 
2010. 

Impact 

Positive. The decision raises the allowed ROEs for Terasen Gas, Terasen 
Gas (Vancouver Island), Terasen Gas (Whistler) and FortisBC. In 
addition, the deemed equity component for Terasen Gas was raised. 
Consequently, expected annual earnings will improve by about $0.10 
per share. 

Valuation 

We are raising our target price to C$30.00 from C$28.00 to reflect the 
favourable earnings impact from the regulatory decision but our HOLD 
rating remains unchanged. Our target price is derived from a 
combination of valuation metrics that include earnings and dividend 
yields relative to long-term interest rates, dividend discount models, and 
earnings and cash flow multiples relative to both historical valuation and 
its utility and pipeline peers. 

Summary 

We are raising our 2010 and 2011 EPS estimates to $1.70 and $1.85, up 
from $1.60 and $1.70, respectively. This is due to a more favourable 
than anticipated cost of capital decision from the BCUC. While we 
believe the decision is fair, we had modeled in a lesser outcome to be 
conservative. The improved outlook also boosts our target price for the 
stock to C$30.00 from C$28.00.  

http://www.canaccordadams.com/research/Disclosure.htm


Flash Update | 2 
 17 December 2009 

 

The British Columbia Utilities Commission (BCUC) issued its cost of capital decision for the 
Fortis group of companies in BC, namely: Terasen Gas Inc. (TGI); Terasen Gas (Vancouver 
Island) Inc. (TGVI); Terasen Gas (Whistler) Inc.; and Fortis BC. The decision is applicable 
for the last half of 2009 (ROE increase only – not increased equity component) and all of 
2010, and notably the BCUC has rejected an annual adjustment formula going forward. 
The decision raises TGI’s allowed ROE to 9.5% (previously 8.47%) and increases its 
deemed equity thickness to 40% (previously 35.01%). For TGVI, the decision raises its 
allowed ROE to 10.0% (previously 9.17%), which slightly lowers its ROE premium over 
TGI’s allowed ROE to 50 bps from 70 bps. In addition, Fortis BC’s allowed ROE moves to 
9.9%, up from 8.87% previously.  There was no change to TGVI’s or Fortis BC’s equity 
thickness.  

While the higher allowed ROE is retroactive to July 1, 2009, the higher equity thickness at 
Terasen Gas only comes into effect on January 1, 2010. Therefore, the decision will have a 
more modest impact on 2009 earnings and we are leaving our 2009 EPS estimate at $1.53. 

We note that the increase to 40% of TGI’s deemed equity component will require about 
$125 million of additional common equity, likely through Fortis using its internally 
generated cash flow and issuing preferred and/or common shares. We assume Fortis 
issues about $100 million of common equity and that earnings per share will rise by about 
$0.10 per share in 2010 and by as much as $0.15 per share in 2011. 

Decision Highlights 

We believe the BCUC delivered a thorough, balanced and well thought out decision that 
resulted in a fair outcome. We highlight some of the key points in the regulator’s decision. 

• Endorsed the National Energy Board’s (NEB’s) fair return standard in the TQM 
Decision (see our March 23, 2009 Daily Letter note). 

• In agreement with the NEB and the Alberta Utilities Commission that utilities in 
Canada need to compete for capital in the global market and therefore the 
decision included US data in determining Terasen Gas Inc.’s capital structure, ROE 
and credit metrics. 

• Determined that the use of deferral accounts impacts short-term risk and is better 
addressed in the ROE calculation than in capital structure. 

• Concluded business risk has increased 

o Lack of certainty around the nature and extent of aboriginal rights and 
title in BC together with the lack of treaties, which combine to create 
operational and regulatory complexity and a risk of litigation 

o Climate change legislation has also created a level of uncertainty 

• To determine ROE, the most weight was given to a discounted cash flow approach, 
lesser weight to the equity risk premium and Capital Asset Pricing Model 
approaches, and a very small amount of weight to the comparable earnings 
approach. 

• Directed that the Automatic Adjustment Mechanism be eliminated.  

o TGI must complete its study of alternative formulae and report to the 
Commission by December 31, 2010. 
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o TGVI’s premium over TGI’s ROE reduced from 70 basis points to 50 basis 
points due to declining risk in the operations. 

• Determined the ROE for TGI should continue to serve as the Benchmark ROE for 
FortisBC and any other utility in BC that uses the Benchmark ROE to set rates. 

• The allowed ROE is retroactive to July 1, 2009. 

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions which 
may impact demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC, Alberta, Manitoba, Newfoundland and Grand 

Cayman. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 1 December 2009) 

        Coverage UniCoverage UniCoverage UniCoverage Universeverseverseverse    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 378 57.1% 29.6% 
Speculative Buy 82 12.4% 48.8% 
Hold 186 28.1% 15.6% 
Sell 16 2.4% 0.0% 
 662 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Adams Research Disclosures as of 17 December 2009 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 1A, 1A, 1A, 2, 72, 72, 72, 7    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Financial 
Ltd.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccord.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
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Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Financial Ltd., 

which accepts responsibility for this Investment Research and its dissemination in Canada. Canadian clients 
wishing to effect transactions in any Designated Investment discussed should do so through a qualified 
salesperson of Canaccord Adams, a division of Canaccord Financial Ltd. in their particular jurisdiction.    

     
For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority.    

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.    

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Financial Ltd. 2009. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2009. – Member LSE, authorized and regulated by the Financial 
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Services Authority. 
Copyright © Canaccord Adams Inc. 2009. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Financial Ltd., Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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Fortis Inc. 

FTS : TSX : C$27.76 
HOLD      

Target: C$29.00 ↓↓↓↓     

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA 1.604.643.0177 

bob.hastings@canaccord.com 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA 1.604.643.0181 

juan.plessis@canaccord.com 
     

COMPANY STATISTICS: 
52-week Range: C$21.52-29.24 
Avg. Daily Vol. (000s): 482.0 
Market Cap (M): C$4,739.0 
Shares Out (M): 170.7 
Current Dividend: C$1.12 
Current Dividend Yield %: 4.0 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2007A2007A2007A2007A    2008A2008A2008A2008A    2009A2009A2009A2009A    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.34 C$1.51 C$1.50 C$1.60 C$1.75 
P/E (x): 20.7 18.4 18.5 17.4 15.9 
CFPS: C$2.97 C$3.95 C$3.98 C$4.25 C$4.55 
P/CF (x): 9.3 7.0 7.0 6.5 6.1 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets approaching $4.5 billion 
and annual revenues of more than $1.4 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

2010 OUTLOOK MORE MODEST; TARGET 
REDUCED C$1.00 TO C$29.00 

Event 

Fortis released fourth-quarter results that were slightly lower than the 
consensus estimate. Looking ahead, we are revising our estimates 
downward $0.10 per share to reflect a slow economic rebound, no 
regulatory resolution in Belize and weaker power prices. 

Impact 

Modestly negative. 

Valuation 

We are maintaining our HOLD rating but reducing our target price 
C$1.00 to C$29.00. Our target price is derived from a combination of 
valuation metrics that include earnings and dividend yields relative to 
long-term interest rates, dividend discount models, and earnings and 
cash flow multiples relative to both historical valuation and its utility and 
pipeline peers.  

Outlook 

Earnings were roughly in line for the quarter and year. However, we are 
reducing out 2010 and 2011 EPS estimates by $0.10 to $1.60 and $1.75 
respectively, largely to account for the lack of resolution to the poor 
regulatory treatment in Belize and to be conservative in the timing of an 
improvement in the economy. Current Canadian operations are solid 
and offer reasonable low-risk growth, meaning the 4.0% dividend is 
very well protected and should grow over time.  

Generally, the Caribbean investments have taken too much management 
time and effort relative to the returns being achieved. This is particularly 
true in Belize, where future court decisions are required to get to 
appropriate returns. While no impairment charge has been taken, that 

http://www.canaccordadams.com/research/Disclosure.htm
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remains a possibility down the road. The company first entered the Caribbean in search of 
growth before opportunities for growth surfaced in Canada. As a result of very successful 
acquisitions in Alberta and BC, along with continuing growth in those investments, the 
Caribbean holdings have become less important to the overall company. Consequently, it 
would not be surprising to see Fortis exit the area if there was a reasonable opportunity to 
do so down the road. A catalyst could be if the company required financing for new, and 
more stable, utility opportunities in North America. Fortis is always watchful for good 
opportunities, but their timing is always uncertain. 

Earnings summary 

Fortis reported fourth-quarter recurring income of $0.43 per share versus $0.47 last year. 
Note for comparability purposes, we excluded $0.02 of earnings from the Q4 rate decisions 
applicable to earlier in the year. As the rate decisions were known before year end, the 
appropriate comparison would be to add back in the $0.02 to get to $0.46 (does not add 
due to rounding), but it is still $0.05 below the $0.51 consensus estimate. We note that 
recurring earnings include a one-time negative $0.03 after-tax impact at Terasen Gas from 
cost over-runs converting customer appliances from propane to natural gas. This expense 
may well be recovered through the regulatory process, though that is not yet known.  

At Fortis Generation, the expiration of an agreement related to the Rankine hydro facility 
in Ontario reduced earnings by around $4 million in the quarter. Other regulated Canadian 
operations were flat with the exception of FortisBC, which was up $1 million. Regulated 
Caribbean operations were up slightly over Q4/08, due primarily to a change in 
depreciation estimates at Fortis Turks and Caicos. Fortis Properties delivered modestly 
higher results despite low occupancy in the Hotel division, due to the contribution from the 
November 2008 addition of the Sheraton Hotel Newfoundland, the April 2009 acquisition 
of the Holiday Inn Select in Ontario and a higher contribution from the Real Estate 
Division. Recurring earnings for the full year was $1.50 versus $1.59 the prior year. For 
more details on the fourth quarter and full year results, please refer to Figures 1 and 2. 

Noteworthy Items 

• New customer additions at Terasen returning 
o 7,400 net customer adds in Q4/09 versus a loss of 300 in Q3/09 
o Year to date customer additions were 8,200 versus 12,800 last year 

• Capital Program 
o Spent $1,024 million in 2009 

§ $888 million Canadian Regulated Utilities; $92 million on Caribbean 
Regulated Utilities; $44 million on non-regulated assets 

o ~1.1 billion budgeted for 2010 
o $5 billion capital expected to be spent in 2010-2014 

• Debt issues in Q4/09 and Q1/10 
o Fortis Inc. - $250 million, 4.25%, 5-year rate reset preferred in Jan/10 
o FortisAlberta - $125 million, 5.37%, 30-year unsecured debentures in Oct/09 

• Regulatory highlights 
o Terasen Gas ROE 9.5% from 8.47%, effective July/09 

§ Equity component 40% from 35%, effective Jan/10 
o Terasen Gas Vancouver Island ROE 10.0% from 9.17%  
o FortisBC ROE 9.90% from 8.87%, effective Jan/10 
o FortisAlberta ROE 9.0% from 8.61%, effective January 1, 2009  

§ Equity component 41% from 37%  
o Newfoundland Power ROE 9.00% from 8.95%, effective Jan/10 
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Figure 1: Fortis fourth-quarter financial details 
 

Fourth Quarter EarningsFourth Quarter EarningsFourth Quarter EarningsFourth Quarter Earnings
Millions of dollars 2008200820082008 2009200920092009 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $47 $48 2.1%

Newfoundland Power $8 $8 0.0%

FortisAlberta $11 $11 0.0%

FortisBC $7 $8 14.3%

Other Canadian Regulated Utilities $3 $3 0.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $76$76$76$76 $78$78$78$78 2.6%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $6$6$6$6 $7$7$7$7 16.7%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $8 $3  (62.5%)

Fortis Properties $4 $5 25.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $12$12$12$12 $8$8$8$8  (33.3%)

Corporate and Consolidated Adjustments ($20) ($19)  (5.0%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $74$74$74$74 $74$74$74$74 0.0%
Non-recurring items $2 $7
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $76$76$76$76 $81$81$81$81 6.6%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.47$0.47$0.47$0.47 $0.43$0.43$0.43$0.43  (7.0%)

Non-recurring items $0.01 $0.04
Reported $0.48 $0.47

Cash Flow Per Share $0.98 $0.99 2.0%

Average Shares Outstanding (mln) 158.9    170.9    7.6%

RegulatedRegulatedRegulatedRegulated
Earnings $82 $85 3.7%
% of total 111% 115%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $12 $8  (33.3%)
% of total 16% 11%

CorporateCorporateCorporateCorporate
Earnings ($20) ($19) 5.0%
% of total  (27.0%)  (25.7%)

Includes $5 mln after-tax of higher than expected 
costs to converting  Whistler customer appliances 
from propane to gas.

Excludes $4 mln retroactive adjustment to 
January 1, 2009 for a higher allowed ROE and 
higher deemed equity component.

Mainly due to higher expenses at Terasen Gas.

In-line with our expectations but a few cents lower 
than consensus.

Expiry of Rankine power-for-water exchange 
program related to Rankine hydro plant.

Customer growth and higher rates. 

Expiry of Rankine station agreement, lower 
wholesale electricity prices and lower production 
in Upper New York State.

11.7 mln shares issued in Dec/08.

$4 mln related to retroactive adjustments for 
higer allowed ROE and equity thickness; $3 mln 
adjustment for future taxes. 

 
 

Source: Fortis Inc., Canaccord Adams 
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Figure 2: Fortis full year financial details 
 

Full Year EarningsFull Year EarningsFull Year EarningsFull Year Earnings
Millions of dollars 2008200820082008 2009200920092009 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $113 $117 4.0%

Newfoundland Power $32 $32 0.0%

FortisAlberta $46 $60 30.4%

FortisBC $33 $37 10.8%

Other Canadian Regulated Utilities $16 $17 6.3%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $240$240$240$240 $263$263$263$263 9.6%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $28$28$28$28 $25$25$25$25  (10.7%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $17 $16  (5.9%)

Fortis Properties $23 $24 4.3%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $40$40$40$40 $40$40$40$40 0.0%

Corporate and Consolidated Adjustments ($71) ($72) 1.4%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $237$237$237$237 $256$256$256$256 8.1%
Non-recurring items $8 $6
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $245$245$245$245 $262$262$262$262 6.9%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $1.51$1.51$1.51$1.51 $1.50$1.50$1.50$1.50  (0.1%)

Non-recurring items $0.05 $0.04
Reported $1.56 $1.54

Cash Flow Per Share $3.95 $3.98 0.8%

Average Shares Outstanding (mln) 157.4    170.2    8.1%

RegulatedRegulatedRegulatedRegulated
Earnings $268 $288 7.5%
% of total 113% 113%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $40 $40 0.0%
% of total 17% 16%

CorporateCorporateCorporateCorporate
Earnings ($71) ($72)  (1.4%)
% of total  (30.0%)  (28.1%)

Lower allowed ROA at Belize Electricity and higher 
opex.

Lower operating expenses at FortisOntario.

Impact of large capex program.

$3 mln adjustment for future taxes; $1 mln 
favourable tax impact; $2 mln favourable one-
time impact in Caribbean operations. 

~5¢ lower than consensus.

Expiry of Rankine power for water contract.

Impact of strong capital spending and 49 bps 
higher allowed ROE and 400 bps increase in 
equity component effective January 1, 2009.

About $12.5 mln reduction in earnings from 
expiry of Rankine station agreement. 

$6 mln impact from higher ROEs effective July 1, 
2009. 

 

 

Source: Fortis Inc., Canaccord Adams 
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions which 
may impact demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC, Alberta, Manitoba, Newfoundland and Grand 

Cayman. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 1 February 2010) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 393 59.6% 29.5% 
Speculative Buy 83 12.6% 56.6% 
Hold 167 25.3% 18.6% 
Sell 16 2.4% 0.0% 
 659 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOHOHOHOLD:LD:LD:LD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Adams Research Disclosures as of 4 February 2010 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
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 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    
 

1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Financial 
Ltd.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a securities broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal (all Canada), Boston, New York, San Francisco (all US) and London (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccord.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research.  

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Financial Ltd., 

which accepts responsibility for this Investment Research and its dissemination in Canada. Canadian clients 
wishing to effect transactions in any Designated Investment discussed should do so through a qualified 
salesperson of Canaccord Adams, a division of Canaccord Financial Ltd. in their particular jurisdiction.    

     
For United Kingdom 
Residents: 

This investment research complies with the Financial Services Authority's Handbook chapter on Conduct of 
Business and is approved by Canaccord Adams Limited, which is authorized and regulated by the Financial 
Services Authority, in connection with its distribution in the United Kingdom. This material is not for 
distribution in the United Kingdom to retail clients, as defined under the rules of the Financial Services 
Authority. Canaccord Adams Limited accepts responsibility for this investment research and its dissemination 
in the United Kingdom. The information contained in this investment research is only intended for 
distribution in the UK to persons who qualify as professional clients or eligible counterparties, as defined 
under the rules of the Financial Services Authority.    

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc.    

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 
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Copyright © Canaccord Adams, a division of Canaccord Financial Ltd. 2010. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2010. – Member LSE, authorized and regulated by the Financial 
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Copyright © Canaccord Adams Inc. 2010. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Financial Ltd., Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above. 
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COMPANY STATISTICS: 
52-week Range: C$22.15 - 29.32 
Avg. Daily Vol. (000s): 442.7 
Market Cap (M): C$4,788.1 
Shares Out (M): 170.7 
Current Dividend: C$1.12 
Current Dividend Yield %: 4.0 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.50 C$1.60 C$1.75 
P/E (x): 18.7 17.5 16.0 
CFPS: C$3.98 C$4.25 C$4.55 
P/CF (x): 7.0 6.6 6.2 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

SOLID START TO THE YEAR  
Event 

Fortis first quarter results hit our estimate but were $0.02 above 
consensus. 

Impact 

Neutral. 

Valuation 

We are maintaining our HOLD rating and C$29.00 target price. Our 
target price is derived from a combination of valuation metrics that 
include earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.  

Outlook 

We are making no change to our 2010 and 2011 EPS estimates of $1.60 
and $1.75 respectively. Our estimates reflect the impact of a slow 
economy and current low electricity prices at the non-regulated 
generation operations. While we expect the eventual resolution to the 
poor regulatory treatment in Belize, our estimates do not include a near 
term resolution. Higher allowed returns on the Canadian regulated 
assets coupled with about $5 billion of planned capital spending over the 
next five years provide a stable and low risk source of income and 
growth. The company has a strong track record of successful electric 
and natural gas utility acquisitions and continues to be on the lookout 
for further strategic acquisition opportunities in the United States. 
Fortis’s management would be comfortable acquiring assets with an 
enterprise value up to $4 billion and would consider financial partners 
(i.e. private equity) for purchases with a higher price tag. 

http://www.canaccordadams.com/research/Disclosure.htm
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First Quarter Summary 

Fortis reported first-quarter recurring income of $0.58 per share versus $0.53 last year, in 
line with our $0.58 estimate and a couple of cents above consensus. The earnings 
improvement was driven mainly by a $15 million ($0.09 per share) earnings improvement 
at Terasen Gas.  This was partly offset by the expiration of an agreement related to the 
Rankine hydro facility in Ontario in Q2/09 ($3 million reduction Q1/Q1) and increased 
interest expense from higher interest rates on long-term debt.  In addition, low rainfall in 
Belize reduced earnings from the non-regulated Belize operations by $1-$2 million. Both 
Newfoundland Power and FortisAlberta delivered earnings ~$1 million higher than last 
year. For more details on the first quarter results, please refer to Figure 1. 

Noteworthy Items 

• Allowed returns and equity components rising for regulated operations  

o  FortisAlberta  

§ 2010 ROE of 9.0% versus 8.51% in 2009 

§ 2010 equity component of 41% versus 37% in 2009 

o Terasen Gas 

§ 2010 ROE of 9.5% versus 8.47% in 2009 

§ 2010 equity component of 40% versus 35% in 2009 

o FortisBC 

§ 2010 ROE of 9.9% versus 8.87% in 2009 

o Newfoundland Power 

§ 2010 ROE of 9.0% versus 8.95% in 2009 

• 19 MW Vaca Belize hydroelectric facility commissioned in March 2010 

o US$53 million capital investment 

o 4 GWh produced during Q1 

o Could add $6-7 million of earnings annually (assuming normal weather) 

• Algoma Power contributed $0.4 million to earnings 

o Purchased October 2009 

• 2010 capital budget still at $1.1 billion 

o $188 million spent in Q1  

• 5-year capital budget of ~$5 billion  

o 70% - for Regulated Electric Utilities (mainly FortisAlberta and FortisBC) 

o 27% - Regulated Gas Utilities (Terasen) 

o 3%  - non-regulated operations 
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Figure 1: Fortis Inc. first quarter earnings details 
 

First Quarter EarningsFirst Quarter EarningsFirst Quarter EarningsFirst Quarter Earnings
Millions of dollars 2009200920092009 2010201020102010 ChangeChangeChangeChange

 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $58 $73

Newfoundland Power $6 $7 16.7%

FortisAlberta $12 $13 8.3%

FortisBC $14 $14 0.0%

Other Canadian Regulated Utilities $5 $5 0.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $95$95$95$95 $112$112$112$112 17.9%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $4.0$4.0$4.0$4.0 $4.0$4.0$4.0$4.0 0.0%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $6 $2  (66.7%)

Fortis Properties $2 $2  (10.0%)

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $8$8$8$8 $4$4$4$4  (52.5%)

Corporate and Consolidated Adjustments ($17) ($21) 23.5%

Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $90$90$90$90 $99$99$99$99 9.8%

Non-recurring items $2 $1
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $92$92$92$92 $100$100$100$100 8.7%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.53$0.53$0.53$0.53 $0.58$0.58$0.58$0.58 8.4%

Non-recurring items $0.01 $0.01
Reported $0.54 $0.58

Cash Flow Per Share $1.17 $1.19 n.m.

Average Shares Outstanding (mln) 169.4       171.6         1.3%

RegulatedRegulatedRegulatedRegulated

Earnings $99 $116 17.2%

% of total 110% 117%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $8 $4  (52.5%)

% of total 9% 4%

CorporateCorporateCorporateCorporate

Earnings ($17.0) ($21.0)  (23.5%)
% of total  (18.9%)  (21.3%)

Allowed ROE raised to 9.5% from 8.47% in 2009 
and equity thickness increased to 40% from 35% in 
2009.

Expiry of Rankine station agreement lowers earnings 
by $3 mln. Reduced production in Belize.

$1 mln prior period regulatory adjustment at 
FortisAlberta and $0.2 mln gain on sale at Fortis 
Properties.

Impact of investment in rate base and timing 
differences positively impacting opex.

Expiry of Rankine power for water contract.

$250 mln pref shares issued Jan/10 and $200 mln 
debentures issued July/10.

About in-line with consensus estimate.

Impact of higher rates on new debt .

ROE up 49bps vs 2009; equity thickness increased 
to 41% from 37% in 2009.

 
 

Source: Fortis Inc., Canaccord Adams 
  

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
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of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions which 
may impact demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Adams whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC, Alberta, Manitoba, Newfoundland and Grand 

Cayman. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 1 April 2010) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 406 60.8% 32.0% 
Speculative Buy 83 12.4% 59.0% 
Hold 159 23.8% 16.4% 
Sell 20 3.0% 0.0% 
 668 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOHOHOHOLD:LD:LD:LD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Adams does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Adams Research Disclosures as of 3 May 2010 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Adams or its affiliated 
companies. During this period, Canaccord Adams or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Adams or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Adams or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Adams acts as corporate broker for the relevant issuer and/or Canaccord Adams or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Adams or any of its affiliated companies is a market maker or liquidity provider in the securities of 
the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Adams, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Adams intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Adams and its affiliated companies, or a member 
of his/her household, is an officer, or director, or serves as an advisor or board member of the relevant issuer 
and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Adams or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Adams or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Adams is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Adams Inc., Canaccord Adams Limited, and Canaccord Adams, a division of Canaccord Financial 
Ltd.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Adams, a division of Canaccord Financial Ltd., a Canadian broker-dealer with principal offices 
located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Adams Inc., a US broker-dealer with 
principal offices located in Boston, New York, San Francisco and Houston or Canaccord Adams Ltd., a UK 
broker-dealer with principal offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Adams and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Adams Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccord.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Adams. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Adams and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Adams or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, Related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Adams’ policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Adams’ policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Adams from sources 
believed to be reliable, but (with the exception of the information about Canaccord Adams) no representation 
or warranty, express or implied, is made by Canaccord Adams, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Adams has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Adams’ judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Adams salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Adams’ affiliates, proprietary 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Adams, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Adams, a division of Canaccord Financial Ltd., 

which accepts sole responsibility for this Investment Research and its dissemination in Canada. Canadian 
clients wishing to effect transactions in any Designated Investment discussed should do so through a qualified 
salesperson of Canaccord Adams, a division of Canaccord Financial Ltd. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Adams 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Adams Inc., a US registered broker-dealer, accepts responsibility for this Investment Research and 
its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Adams Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Adams Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 
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For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Adams, a division of Canaccord Financial Ltd. 2010. – Member IIROC/CIPF 
Copyright © Canaccord Adams Limited 2010. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Adams Inc. 2010. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Adams, a division of Canaccord Financial Ltd., Canaccord Adams Limited, and 
Canaccord Adams Inc. None of the material, nor its content, nor any copy of it, may be altered in any way, or 
transmitted to or distributed to any other party, without the prior express written permission of the entities 
listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendations and opinionsThe recommendations and opinionsThe recommendations and opinionsThe recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal,  expressed in this Investment Research accurately reflect the Investment Analyst’s personal,  expressed in this Investment Research accurately reflect the Investment Analyst’s personal,  expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
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Fortis Inc. 

FTS : TSX : C$28.72 
HOLD      

Target: C$29.00      

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA  1.604.643.0177 

bhastings@canaccordgenuity.com 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA  1.604.643.0181 

jplessis@canaccordgenuity.com 

Zayem LakhaniZayem LakhaniZayem LakhaniZayem Lakhani  1.604.643.7506 

zlakhani@canaccordgenuity.com 
     

COMPANY STATISTICS: 
52-week Range: C$16.65 - 29.32 
Avg. Daily Vol. (000s): 445.7 
Market Cap (M): C$4,966 
Shares Out (M): 172.9 
Current Dividend: C$1.12 
Current Dividend Yield %: 3.9 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.50 C$1.60 C$1.75 
P/E (x): 19.1 18.0 16.4 
CFPS: C$3.98 C$4.25 C$4.55 
P/CF (x): 7.2 6.8 6.3 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY SUMMARY: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

STABLE AND STEADY: NO 
SURPRISES IN Q2 RESULTS  
Event 

Fortis reported second-quarter earnings spot on ours and consensus 
estimates.  

Impact 

Neutral. 

Points of interest 

• No change to C$29.00 target, HOLD rating, and EPS estimates 
• Q2 met ours and consensus estimates 

o Includes unsuccessful acquisition bid costs of $0.014 PS in Q2 
and $0.024 in H1/10 

• $5 billion of planned capex in 2010-2014, mainly regulated  
• New project potential – over $500 million if Terasen pipeline 

expansion, and interior gas peaker power plant and its associated 
LNG storage facilities go ahead 

Valuation 

Our target price is derived from a combination of valuation metrics that 
include earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers.  

Outlook 

We are maintaining our 2010 and 2011 EPS estimates of $1.60 and 
$1.75, respectively. Our estimates reflect both the impact of a gradual  

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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economic recovery and the low electricity price environment currently existing in the 
markets where Fortis owns non-regulated generation operations. Growth in 2011 will 
come about from continued capital investment in the regulated operations; $1.1 billion of 
capex is planned for 2010 and ~$5 billion is planned for the 2010-2014 period. We believe 
there is potential upside to the five-year capital budget with the possibility of a major 
pipeline expansion on the Southern Crossing pipeline (at Terasen) to provide 
transportation service to allow gas from northeast British Columbia to access the Kingsgate 
market hub. This service is currently operating jointly with Spectra Energy on a trial basis. 
In addition, there may be the need for FortisBC to build a gas peaker power plant to meet 
peak demand for its operations in the interior of the province and to develop an associated 
LNG storage facility. If these two initiatives were to be developed, the cost would likely be 
well in excess of $500 million, with the in-service dates in 2014 at the earliest.  

Management continues to seek regulated electric and natural gas utility acquisition 
opportunities, focusing on strategic assets in the United States, Canada, and the Caribbean.  
We believe Fortis could manage a sizeable acquisition with an enterprise value up to $4 
billion and would consider financial partners for purchases in excess of $4 billion.  

Second-quarter earnings summary 

Fortis reported second-quarter recurring earnings of $0.32 per share versus $0.31 last 
year, in line with the consensus estimate. The modest year-over-year improvement 
stemmed from higher earnings at Terasen gas due to a 103 bps increase in allowed ROE 
combined with an increase in allowed equity thickness to 40% from 35%. This was partly 
offset by higher net corporate interest expenses and business development expenses for an 
acquisition that it did not win (~$0.015 per share after tax). For the first half of the year, 
Fortis recorded $0.90 of recurring income versus $0.84 last year. For more details on the 
second-quarter results, please see Figure 1. 

Noteworthy items 

• Allowed ROE and equity components increasing  

o  FortisAlberta   

§ ROE 9.0% versus 8.51% in 2009; Equity 41% versus 37%   

o Terasen Gas 

§ ROE 9.5% versus 8.47% in 2009; Equity 40% versus 35%   

o Newfoundland Power 

§ ROE of 9.0% versus 8.95% in 2009 

• 19 MW Vaca Belize hydroelectric facility commissioned in March 2010 

o US$53 million investment; ~$6-7 million of normalized earnings/year 

o 1H 2010 lower than average hydrology; reservoirs now full after great July    

• 2010 capital budget still $1.1 billion 

o $432 million spent in H1/10; $244 spend in Q2  

• 5-year capital budget ~$5 billion  

o 71% Electric (mainly FortisAlberta, FortisBC); 27% Terasen; 2% non-regulated  

• $1.36 billion of unused credit facilities 

• FX swing ~$0.01 per share drag on earnings 
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Figure 1: Fortis Inc. second-quarter earnings details 
 

Second Quarter EarningsSecond Quarter EarningsSecond Quarter EarningsSecond Quarter Earnings
Millions of dollars 2009200920092009 2010201020102010 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $14 $17 21.4%

Newfoundland Power $11 $11 2.8%

FortisAlberta $17 $17 0.0%

FortisBC $7 $8 14.3%

Other Canadian Regulated Utilities $4 $4 0.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $53$53$53$53 $57$57$57$57 8.2%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $7$7$7$7 $7$7$7$7 0.0%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $3 $3 0.0%

Fortis Properties $8 $8 0.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $11$11$11$11 $11$11$11$11 0.0%

Corporate and Consolidated Adjustments ($18) ($20) 11.1%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $53$53$53$53 $55$55$55$55 4.4%
Non-recurring items $0
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $53$53$53$53 $55$55$55$55 3.8%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.31$0.31$0.31$0.31 $0.32$0.32$0.32$0.32 2.9%

Non-recurring items $0.00 $0.00
Reported $0.31 $0.32

Cash Flow Per Share $0.98 $0.93  (5.5%)

Average Shares Outstanding (mln) 170.0       172.4       1.4%

RegulatedRegulatedRegulatedRegulated
Earnings $60 $64 7.2%
% of total 113% 116%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $11 $11 0.0%
% of total 21% 20%

CorporateCorporateCorporateCorporate
Earnings ($18.0) ($20.0)  (11.1%)
% of total  (34.2%)  (36.4%)

9.5% allowed ROE vs 8.47% in 2009; equity 
component raised to 40% from 35% in 2009.

Higher rates, lower op costs and lower tax rate 
offset higher pension costs, increased 
amortization and financing charges.

$250 mln pref shares issued Jan/10 and $200 
mln debentures issued July/09 partly offset by 
higher interest income and $1 mln favourable FX.

Up $1 mln before FX swing. 

Increased shares outstanding due mainly to DRIP 
program (2% purchase discount). 

Higher rates and increased incentives partly 
mitigated by higher opex and amortization.

Impact of capital spending.

In-line with ours and consensus.

Impact of increased debt.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions which 
may impact demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC, Alberta, Manitoba, Newfoundland and Grand 

Cayman. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 August 2010) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 412 60.1% 37.1% 
Speculative Buy 77 11.2% 64.9% 
Hold 187 27.3% 19.8% 
Sell 10 1.5% 0.0% 
 686 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 4 August 2010 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2010. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2010. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2010. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendations and opinions expressed in this Investment Research accurately The recommendations and opinions expressed in this Investment Research accurately The recommendations and opinions expressed in this Investment Research accurately The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, reflect the Investment Analyst’s personal, reflect the Investment Analyst’s personal, reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
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DDDDaaaattttaaaabbbbaaaasssseeee....    
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COMPANY STATISTICS: 
52-week Range: C$21.60 - 29.51 
Avg. Daily Vol. (000s): 445.4 
Market Cap (M): C$5,041.76 
Shares Out (M): 172.9 
Current Dividend: C$1.12 
Current Dividend Yield %: 3.8 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.50 C$1.60 C$1.75 
P/E (x): 19.4 18.2 16.7 
CFPS: C$3.98 C$4.25 C$4.55 
P/CF (x): 7.3 6.9 6.4 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

INNOVATIVE STRUCTURE GETS 
PROJECT OVER THE FINISH LINE 
Investment recommendation 

We continue to rate the shares of Fortis a HOLD with a $29.00 
target price. Fortis announced a new 51% interest in the $900 
million Waneta hydroelectric expansion in British Columbia 
proposed by two provincial crown corporations. While we expect 
the investment to deliver incremental earnings and contribute to 
the company’s longer-term growth, the announcement is unlikely 
to influence the shares in the near term given that it is still 
almost five years away. We continue to believe the shares are 
appropriately valued in the current market environment.  

Investment highlights 

• $29 target price and HOLD rating maintained 
• 51% interest in $900 million project  

o 49%-owned by two provincial crown corporations 
o five years from delivering~$0.05 EPS annually     

• Still firmly focused on growth in areas of expertise   
o $5.5 billion of capex planned from 2010-14 
o Mostly regulated assets or power  

Valuation 

Our target price is derived from a combination of valuation 
metrics that include earnings and dividend yields relative to long-
term interest rates, dividend discount models, and earnings and  

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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cash flow multiples relative to both historical valuation and its utility and pipeline 
peers. 

Summary 

Fortis announced that it will pursue the development of the 335 MW hydroelectric 
facility in British Columbia jointly with crown entities Columbia Power 
Corporation and Columbia Basin Trust (CPC/CBT). Fortis will own 51% of the 
approximately $900 million project, which is to have an in-service date of spring 
2015. We estimate that once operating, the project could contribute ~$0.05 to 
annual EPS, depending on financing. The project is backed by 40-year 
agreements with both BC Hydro and Fortis BC, and should provide Fortis a 
steady level of EBITDA and enhance longer-term returns as debt is repaid and 
interest costs decline. It is important to note that the project could not be owned 
by Fortis BC due to is relatively large size and volatility of earnings due to 
vagaries of the weather/precipitation. While this will impact Fortis as well, 
weather-related earnings impacts will be less significant and average out over 
time. 

The Waneta expansion project 

• 335 MW unregulated hydro project south of Trail, BC  
• Expected in-service spring 2015 
• Fortis (51%), Columbia Power Corporation, and Columbia Basin Trust (49%) 

o Fortis to operate and maintain facility 
• $900 million capital cost  

o Each party provides its own financing for both debt and equity 
o Fortis to use 65% debt (through existing credit facilities) for its portion 

• 40-year EPA with BC Hydro under its 2008 Clean Power Call  
o Pays for all available power at firm and non-firm prices 

• 40-year capacity purchase agreement with Fortis BC for 234 MW  
o Fee for first right to purchase, plus power price for any power taken 
o Subject to BCUC approval 

• Includes a 10 km transmission line 

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; 
(2) international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; 
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(7) change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions which may impact demand for products and 
services, peer group valuation, access to capital, and share trading liquidity; and 
(10) Fortis holds investments in commercial real estate and hotel properties 
which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC, Alberta, Manitoba, Newfoundland and Grand 

Cayman. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 August 2010) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 412 60.1% 37.1% 
Speculative Buy 77 11.2% 64.9% 
Hold 187 27.3% 19.8% 
Sell 10 1.5% 0.0% 
 686 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 26 August 2010 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 



Daily Letter | 6 
 26 August 2010 

 

 

Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2010. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2010. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2010. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, 
independent and objectindependent and objectindependent and objectindependent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important ive views about any and all the Designated Investments and Relevant Issuers discussed herein. For important ive views about any and all the Designated Investments and Relevant Issuers discussed herein. For important ive views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
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Fortis Inc. 

FTS : TSX : C$33.45 
HOLD      

Target: C$32.00      

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA  1.604.643.0181 

jplessis@canaccordgenuity.com 

Bob Hastings, CFABob Hastings, CFABob Hastings, CFABob Hastings, CFA  1.604.643.0177 

bhastings@canaccordgenuity.com 

Zayem LakhaniZayem LakhaniZayem LakhaniZayem Lakhani  1.604.643.7506 

zlakhani@canaccordgenuity.com 
     

COMPANY STATISTICS: 
52-week Range: C$21.60 - 33.58 
Avg. Daily Vol. (000s): 460.7 
Market Cap (M): C$5,728 
Shares Out (M): 173.6 
Current Dividend: C$1.12 
Current Dividend Yield %: 3.3 
  
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010E2010E2010E2010E    2011E2011E2011E2011E    
EPS: C$1.50 C$1.60 C$1.75 
P/E (x): 22.3 20.9 19.1 
CFPS: C$3.98 C$4.25 C$4.55 
P/CF (x): 8.4 7.9 7.4 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12 billion. Fortis has 
holdings in regulated and non-regulated natural gas and 
electric distribution utilities in Alberta, BC, Newfoundland, 
PEI, Ontario, New York State, Belize, Turks and Caicos 
Islands, and Cayman Islands. Fortis also owns and 
operates hotels and real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

SOLID Q3, AS EXPECTED; HOLD 
RATING AND C$32.00 TARGET 
UNCHANGED  
Investment recommendation 

Fortis reported third-quarter results in line with expectations. 
The company is a well-managed utility with reasonable growth 
stemming from Western Canada. While it has more modest 
operations in the Caribbean, they have been viewed by investors 
negatively due to being harder hit by the economic slowdown 
and poor regulatory treatment in Belize. Fortunately, those 
issues may be coming to an end, though we remain cautious. 
Regardless, the stock is trading at the top end of its peer group 
valuation range and we rate it a HOLD.  

Investment highlights 

• Q3 recurring EPS of $0.24, in line with our $0.23 estimate 
and $0.24 consensus 

o $0.25 ex Hurricane Igor costs, $0.26 after all non-
recurring items 

• Regulated earnings on track 
• ~$1 billion/year of regulated capex driving growth 
• Belize could swing – Vaca dam to add ~$0.04/year; good 

regulation could add another ~$0.04 
• DBRS upgraded debt rating to A(low) from BBB(high) 
 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

Our target price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both historical 
valuation and its utility and pipeline peers. 

Outlook 

We are maintaining our 2010 and 2011 EPS estimates of $1.60 and $1.75, 
respectively. While we note the 2010 consensus estimate is $1.65, we prefer to 
remain conservative. We continue to assume a gradual economic recovery with 
growth largely stemming from continued capital investment in regulated 
operations. The company forecasts a record $1.1 billion of capex for 2010 and 
~$5 billion for 2011-2015.   

Management would like to acquire regulated electric and natural gas utilities, and 
is focusing on the United States, Canada, and the Caribbean. While Fortis could 
manage a sizeable acquisition of up to $4 billion (and would consider financial 
partners for anything larger), the timing of such a purchase depends on 
availability and price. Fortunately, Fortis remains disciplined. 

Third-Quarter Earnings 

Third-quarter recurring earnings were $0.24 versus $0.21, in line with our $0.23 
estimate and the $0.24 consensus. The results included $0.01 of costs for 
Hurricane Igor. Final reported earnings were $0.26 after including $4 million 
reversal of costs incurred in 2009 from the Whistler conversion from propane to 
gas (the regulator allowed cost overruns to be recovered). Nine month recurring 
earnings were $1.13 versus $1.05, with final reported earnings of $1.16 versus 
$1.06. A full breakout of third quarter and nine month earnings can be found in 
Figures 1 and 2. 

Noteworthy Items 

• Most regulated utilities are on track to achieve allowed rates of return 
o Belize is the exception 

• Belize court case wrapped up 
o Final submission early December, decision in Q1/11 
o If successful, could boost annual EPS by $0.04-$0.05 plus $0.25 

retroactively 
• Delaying IFRS by a year; if regulatory accounting is NOT recognized, the 

company is likely to move to US GAAP in 2012  
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Figure 1: Fortis Inc. third-quarter earnings summary 
 

Third Quarter EarningsThird Quarter EarningsThird Quarter EarningsThird Quarter Earnings
Millions of dollars 2009200920092009 2010201020102010 ChangeChangeChangeChange

 (except per share data) Favourable
(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas ($3) ($9)  (200.0%)

Newfoundland Power $7 $8 14.3%

FortisAlberta $16 $19 18.8%

FortisBC $8 $11 37.5%

Other Canadian Regulated Utilities $5 $5 0.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $33$33$33$33 $34$34$34$34 3.0%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $7$7$7$7 $8$8$8$8 14.3%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $4 $9 125.0%

Fortis Properties $9 $9 0.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $13$13$13$13 $18$18$18$18 38.5%

Corporate and Consolidated Adjustments ($18) ($19) 5.6%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $35$35$35$35 $41$41$41$41 17.1%

Non-recurring items $1 $4
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $36.0$36.0$36.0$36.0 $45.0$45.0$45.0$45.0 25.0%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.21$0.21$0.21$0.21 $0.24$0.24$0.24$0.24 15.0%

Non-recurring items $0.01 $0.02
Reported $0.21 $0.26

Cash Flow Per Share $0.84 $0.93 11.2%

Average Shares Outstanding (mln) 170.4       173.6       1.9%

RegulatedRegulatedRegulatedRegulated
Earnings $40 $42 5.0%
% of total 114% 102%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $13 $18 38.5%
% of total 37% 44%

CorporateCorporateCorporateCorporate

Earnings ($18) ($19)  (5.6%)
% of total  (51.4%)  (46.3%)

Removed $4 M non-recurring operating expense 
reversal related to 2009.

Higher allowed ROE, larger rate base and 
increased performance incentives.

Turks and Caicos and Belize  offset by lower 
demand at Grand Cayman. $1M tax expense 
deferred to match collection in future period.

$4 M reversal of previously expensed costs as 
part of Terasen operations in 2009. 

In-line with our 23¢ estimate and 24¢ consensus.

Higher ROE and and equity component as part of 
2010-2011 regulatory rate decision.

Higher generation in Belize due to higher rainfall 
and commissioning of Vaca; offset partly by $1 M 
of FX.

Higher amortization costs driven by Terasen Gas 
and decrease in corporate taxes paid at Terasen 
Gas and Newfoundland Power.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Figure 2: Fortis Inc. nine months earnings summary 
 

Millions of dollars 2009200920092009 2010201020102010 ChangeChangeChangeChange

 (except per share data) Favourable
(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $69 $81 17.4%

Newfoundland Power $24 $26 9.7%

FortisAlberta $45 $49 8.9%

FortisBC $29 $33 13.8%

Other Canadian Regulated Utilities $14 $14 0.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $181$181$181$181 $203$203$203$203 12.3%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $18$18$18$18 $19$19$19$19 5.6%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $13 $14 7.7%

Fortis Properties $19 $19  (1.1%)

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $32$32$32$32 $33$33$33$33 2.5%

Corporate and Consolidated Adjustments ($53) ($60) 13.2%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $178$178$178$178 $195$195$195$195 9.6%

Non-recurring items $3 $5
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $181$181$181$181 $200$200$200$200 10.5%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $1.05$1.05$1.05$1.05 $1.13$1.13$1.13$1.13 8.1%

Non-recurring items $0.02 $0.03 55.4%
Reported $1.06 $1.16

Cash Flow Per Share $2.99 $3.03 1.3%

Average Shares Outstanding (mln) 170.0         172.4       1.4%

RegulatedRegulatedRegulatedRegulated

Earnings $199 $222 11.7%
% of total 112% 114%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $32 $33 2.5%

% of total 18% 17%

CorporateCorporateCorporateCorporate

Earnings ($53.0) ($60.0)  (13.2%)
% of total  (29.8%)  (30.8%)

9 Months9 Months9 Months9 Months

Increased 2010 and 2011 ROEs and rate bases 
as part of Negotiated Settlement Agreement.

ROE increase from 8.95% in 2009 to 9% in 
2010. 

Greater generation in Belize and 
commissioning of Vaca hydro facility largely 
offset by 2009 expiration of Rankine water 
rights and stronger C$

Reflects increased investment in rate base.

Lower effective income tax rate offset by lower 
occupanices at hotel operations in Western 
Canada.

Higher allowed ROE and rate base after 
increased investment 

2009: $1 M favourable tax impact; $2 M 
favourable one-time impact in Caribbean 
operations. 
2010: $1 M favourable rate revenue accrual 
and $4 M reversal of previously expensed 
costs. 

 
 

Source: Fortis Inc., Canaccord Genuity 
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month 
stock price target for Fortis are as follows: (1) price movement in electricity 
rates and commodities used for electricity generation could impact profitability; 
(2) international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy 
on environmental health and safety risk could impose unexpected costs on 
Fortis; (7) change in regulatory or political climate could impact profitability and 
future growth and development of Fortis; (8) the inability to maintain, or to 
renew, the collective bargaining agreements with unionized workers on 
acceptable terms could result in increased labour costs or service interruptions 
arising from labour disputes; (9) economic conditions which may impact 
demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate 
and hotel properties which are subject to operating risks associated with the 
industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC, Alberta, Manitoba, Newfoundland and Grand 

Cayman. No payment or reimbursement was received from the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 1 November 2010) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 419 59.1% 33.9% 
Speculative Buy 73 10.3% 61.6% 
Hold 197 27.8% 19.3% 
Sell 20 2.8% 5.0% 
 709 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 5 November 2010 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2010. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2010. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2010. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendations and opinions expressed in this Investment Research accurately reflect the IThe recommendations and opinions expressed in this Investment Research accurately reflect the IThe recommendations and opinions expressed in this Investment Research accurately reflect the IThe recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, nvestment Analyst’s personal, nvestment Analyst’s personal, nvestment Analyst’s personal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
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Fortis Inc. 

FTS : TSX : C$33.75 
HOLD      

Target: C$32.00      

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA  1.604.643.0181 

jplessis@canaccordgenuity.com 

Zayem LakhaniZayem LakhaniZayem LakhaniZayem Lakhani  1.604.643.7506 

zlakhani@canaccordgenuity.com 
     

COMPANY STATISTICS: 
52-week Range: C$21.60 - 35.45 
Avg. Daily Vol. (000s): 481.8 
Market Cap (M): C$6,101 
Shares Out (M): 173.6 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.4 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010E2010E2010E2010E    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.60 C$1.75 C$1.80 
P/E (x): 22.5 21.1 19.3 18.8 
CFPS: C$3.98 C$4.08 C$4.38 C$4.48 
P/CF (x): 8.5 8.3 7.7 7.5 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

NO SURPRISES IN Q4; STEADY 
GROWTH AHEAD  
Investment recommendation 

Fortis reported fourth-quarter recurring earnings generally in line with 
expectations. The company continues to deliver stable earnings growth 
stemming mainly from its regulated utility operations in Canada. With 
$5.5 billion of planned capital expenditures over the next five years 
(83% in regulated operations) we expect the company to deliver 
measured earnings growth. We maintain our HOLD rating and C$32.00 
target price.   

Investment highlights 

• Maintain HOLD rating and C$32.00 target 

• Q4 recurring earnings $0.49, below $0.51 consensus 

• 2010 recurring earnings $1.61, in line with our $1.60 estimate 

• Steady growth - $5.5 billion capex program over next five years 

• Continues to actively seek utility acquisitions  

Valuation 

Our target price is derived from a combination of valuation metrics that 
include earnings and dividend yields relative to long-term interest rates, 
dividend discount models, and earnings and cash flow multiples relative 
to both historical valuation and its utility and pipeline peers. 

Outlook 

We are maintaining our 2011 and 2012 EPS estimates of $1.75 and 
$1.80, respectively. The company is well positioned to achieve stable 
earnings growth through its planned $5.5 billion capital expenditure 
program. Approximately ~$4.6 billion of spending is targeted within 
Fortis’ regulated operations, driven mainly by investments in 
FortisAlberta and FortisBC and about $1.1 billion at Terasen Gas.

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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In addition, the company has begun construction on the 335 MW Waneta Expansion hydro 
project where it holds a 51% interest (~$460 million Fortis portion of the estimated capital 
cost). The company continues to seek acquisitions and is focused primarily on electric and 
gas utilities in the United States or Canada. We believe the company has the financial 
capability to integrate an acquisition of up to $4 billion in enterprise value but would 
consider larger acquisitions with the assistance of a financial partner. However, we expect 
management will remain prudent and wait for the right opportunity.  

Fortis’ Caribbean operations have been earning a lower-than-expected return on its 
investments and we expect earnings to gradually improve. A decision on its regulated 
return in Belize is expected in the first quarter this year and the electricity rate review 
filing at Fortis Turks and Caicos is advancing.   

Earnings summary 

Fortis reported fourth-quarter and full-year earnings that were essentially in line with our 
expectations but slightly below the consensus. Recurring earnings for the company’s fourth 
quarter was $0.49 per share versus $0.46 last year. The increase was due mainly to higher 
earnings from regulated operations in Canada due to the company’s significant capital 
expenditure program coupled with higher allowed ROE. In addition, higher non-regulated 
electric generation (mainly in Belize from above average hydrology) and lower effective 
corporate taxes also helped add incremental earnings. This was partly offset by higher 
operating expenses at Terasen Gas related to quarterly timing issues.  

For the full year, Fortis reported recurring earnings per share of $1.61 versus $1.53 last 
year, below the $1.66 consensus estimate. Higher allowed ROEs and increased rate bases 
within the Canadian regulated business in addition to above average hydrology in Belize 
more than offset reduced earnings at the regulated Caribbean operations and the 
expiration of the Rankine water rights in Ontario. 

Noteworthy 

• Construction on $900 M, 335 MW, Waneta Expansion project began Fall/10 
o Fortis owns 51% 

§ 40-year PPA with BC Hydro and FortisBC  
§ Commissioning targeted for Spring 2015 

• 2011 ROE (vs. 2010):  
o Terasen Gas – 9.5% (unchanged) 
o FortisBC – 9.9% (unchanged) 
o FortisAlberta – 9.0% (interim rate; unchanged) 
o Newfoundland Power 8.38% (down from 9.0%) 

• Credit ratings 
o S&P A- 
o DBRS raised rating to A(low) from BBB(high) 

• Raised $525 M in long-term debt in 2010 at lower rates 
• Capital program  

o Spent $1.1 B in 2010, $25 M lower than forecast in 2009 MD&A 
o $5.5 B budgeted over next five years  

§ 2011: $1.2 B  
§ 2012: $1.1 B 
§ 2013: $1.2 B 
§ 2014: $1.0 B 
§ 2015: $1.0 B 

• Expects decision on Belize Electricity appeal in Q1/11 
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Figure 1: Fortis Inc. fourth-quarter earnings summary 
 

Fourth Quarter EarningsFourth Quarter EarningsFourth Quarter EarningsFourth Quarter Earnings

Millions of dollars 2009200920092009 2010201020102010 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $53 $45  (15.1%)

Newfoundland Power $8 $9 12.5%

FortisAlberta $12 $17 41.7%

FortisBC $8 $10 25.0%

Other Canadian Regulated Utilities $3 $5 66.7%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $84$84$84$84 $86$86$86$86 2.4%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $6$6$6$6 $5$5$5$5  (16.7%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $3 $5 66.7%

Fortis Properties $5 $7 40.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $8$8$8$8 $12$12$12$12 50.0%

Corporate and Consolidated Adjustments ($19) ($18)  (5.3%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $79$79$79$79 $85$85$85$85 7.6%

Non-recurring items $2
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $81$81$81$81 $85$85$85$85 4.9%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.46$0.46$0.46$0.46 $0.49$0.49$0.49$0.49 5.7%

Non-recurring items $0.01 $0.00
Reported $0.47 $0.49

Cash Flow Per Share $0.99 $1.20 20.8%

Average Shares Outstanding (mln) 170.9    173.9    1.8%

RegulatedRegulatedRegulatedRegulated

Earnings $90 $91 1.1%
% of total 114% 107%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $8 $12 50.0%

% of total 10% 14%

CorporateCorporateCorporateCorporate

Earnings ($19) ($18) 5.3%
% of total  (24.1%)  (21.2%)

2009 excludes $5 M after tax non-recurring 
expense related to Whistler customer appliance 
conversions from propane to gas. Q4/10 includes 
higher opex related to quarterly timing issues.

2009 excludes $3 M retroactive adjustment for 
higher allowed ROE relating to first three quarters 
of 2009. 

Slightly ahead of our 47¢ estimate and below the 
51¢ consensus.

Higher generation from all facilities in Fortis 
Generation and higher rents at Fortis Properties.

Higher generation and sales.

Higher amortization costs collected from 
customers.

 
 

Source: Fortis Inc., Canaccord Genuity  
  



Daily Letter | 4 
 10 February 2011 

 

 

 
Figure 2: Fortis Inc. 2010 earnings summary 
 

Full Year EarningsFull Year EarningsFull Year EarningsFull Year Earnings

Millions of dollars 2009200920092009 2010201020102010 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

Terasen Gas $122 $126 3.3%

Newfoundland Power $32 $35 9.4%

FortisAlberta $60 $66 10.0%

FortisBC $37 $43 16.2%

Other Canadian Regulated Utilities $17 $19 11.8%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $268$268$268$268 $289$289$289$289 7.8%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $24$24$24$24 $23$23$23$23  (4.2%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $16 $19 18.8%

Fortis Properties $24 $26 7.5%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $40$40$40$40 $45$45$45$45 12.0%

Corporate and Consolidated Adjustments ($72) ($78) 8.3%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $260$260$260$260 $279$279$279$279 7.2%

Non-recurring items $2 $6
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $262$262$262$262 $285$285$285$285 8.8%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $1.53$1.53$1.53$1.53 $1.61$1.61$1.61$1.61 5.6%

Non-recurring items $0.01 $0.04
Reported $1.54 $1.65

Cash Flow Per Share $3.98 $4.25 6.6%

Average Shares Outstanding (mln) 170.2    172.9    1.6%

RegulatedRegulatedRegulatedRegulated

Earnings $292 $312 6.8%
% of total 112% 112%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $40 $45 12.0%

% of total 15% 16%

CorporateCorporateCorporateCorporate

Earnings ($72) ($78)  (8.3%)
% of total  (27.7%)  (28.0%)

Lower due to unfavourable FX translation, 
increased legal fees associated with regulatory 
dispute; partly offset by reduced maintenance 
costs at Turks and Caicos.

Higher allowed ROE and investments in rate base.

Higher ROEs and increased rate bases for 
regulated operations, slightly offset by reduced 
Caribbean earnings.

$4 M non-recurring reversal in 2010 of 
previously expensed costs in 2009 at Terasen; 
retro active adjustment of $1.5 M added back 
relating to Turks and Caicos rate classification 
judgment.

In line with our $1.60 estimate but below the 
$1.66 consensus estimate.

Good hydrology in Belize, lower financing charges 
and improved operations from Properties division.

Growth in rate base. 

Increased ROE  for 2010 compared to 2009.

Dividend reinvestment and share purchase plans.

Reflects dividends for $250 M preferred share 
issue Jan/2010.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions which 
may impact demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 2 February 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 437 57.7% 36.6% 
Speculative Buy 65 8.6% 52.3% 
Hold 236 31.1% 17.8% 
Sell 20 2.6% 5.0% 
 758 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 10 February 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 AdditioAdditioAdditioAdditional information is available on request.nal information is available on request.nal information is available on request.nal information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendThe recommendThe recommendThe recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, independent ations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, independent ations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, independent ations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, independent 
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Fortis Inc. 

FTS : TSX : C$32.03 
HOLD      

Target: C$32.00      

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA  1.604.643.0181 

jplessis@canaccordgenuity.com 

Zayem LakhaniZayem LakhaniZayem LakhaniZayem Lakhani  1.604.643.7506 

zlakhani@canaccordgenuity.com 
     

COMPANY STATISTICS: 
52-week Range: C$21.60-35.45 
Avg. Daily Vol. (000s): 489.6 
Market Cap (M): C$5,560 
Shares Out (M): 173.6 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.6 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.75 C$1.80 
P/E (x): 21.4 19.9 18.3 17.8 
CFPS: C$3.98 C$4.23 C$4.52 C$4.62 
P/CF (x): 8.0 7.6 7.1 6.9 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

NEGATIVE BELIZE DECISION NOT 
MATERIAL  
Investment recommendation 

Fortis received unfavourable determinations from the Belize 
Supreme Court regarding its 70%-owned Belize Electricity 
Limited for appeals made against certain regulatory decisions 
related to a 2008 rate case with the Belize regulator. The 
regulatory decisions in dispute have resulted in the company not 
earning a sufficient return on the assets since 2008 and, while 
they are disappointing, we do not expect the recent findings to 
have a material impact on future earnings. However, the 
company may be required to incur a writedown on the assets at 
some point in the future. The Belize regulatory assets represent 
only around $100-125 million (~$0.57-0.72 per share) and we 
believe that if a writedown is incurred, it would be for a portion 
of these assets and would not be material to the stock. Fortis is 
the epitome of a utility, achieving stable earnings growth 
stemming mainly from its regulated operations in Canada. The 
company has $5.5 billion of planned capital expenditures over 
the next five years and we continue to expect delivery of 
measured earnings growth.  

Investment highlights 

• No changes to 2011 and 2012 earnings estimates 
o Belize assets under-earning for past two and a half years 
o No assumptions for positive decision going forward 

• Maintain HOLD rating and $32 target price 
• Supreme Court determination immaterial to company 

o Total Belize assets represent $0.57-0.72 in value per share 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

Our target price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both historical 
valuation and its utility and pipeline peers. 

Summary 

In 2008, the Public Utilities Commission (PUC) in Belize issued a Final Decision on 
Belize Electric Limited’s (70 % Fortis-owned) Annual Review Proceedings that 
resulted in a reduced rate of return by way of disallowing previously approved 
expenses and lowering the value of the rate base. Belize Electric then appealed 
the decisions to the Belize Supreme Court on the basis that the PUC decisions 
were unlawful and did not follow Good Utility Practice. In its determination, the 
Supreme Court sided with the PUC on all regulatory decisions in dispute and 
found the PUC to have acted in the interest of consumers and the utility.  

Fortis has not been earning a positive return on its Belize operations since 2008. 
Although it is disappointing, we believe the outcome is not significantly meaningful 
to Fortis’s earnings going forward. In total, the Belize regulatory assets are 
estimated at $100-125 million ($0.57-0.72 per share), and are not substantial 
relative to the total value of the company. We suspect the company may have to 
write down the assets at some point in the future if it is not able to derive additional 
value from the assets but believe any potential writedown would be a portion of the 
total value of the assets and would not be a significant to the stock.  

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; (2) 
international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) 
change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions which may impact demand for products and 
services, peer group valuation, access to capital and share trading liquidity; (10) 
Fortis holds investments in commercial real estate and hotel properties which are 
subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis’s material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 March 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 447 58.7% 36.9% 
Speculative Buy 62 8.1% 66.1% 
Hold 237 31.1% 17.3% 
Sell 15 2.0% 6.7% 
 761 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 16 March 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A. investment banking services. 
B. non-investment banking securities-related services. 
C. non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$21.60 - 35.45 
Avg. Daily Vol. (000s): 466.7 
Market Cap (M): C$5,575 
Shares Out (M): 173.6 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.6 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.75 C$1.80 
P/E (x): 21.4 20.0 18.4 17.8 
CFPS: C$3.98 C$4.23 C$4.50 C$4.60 
P/CF (x): 8.1 7.6 7.1 7.0 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

RATE BASE GROWTH FUELS STRONG 
Q1 
Investment recommendation 

Fortis reported first quarter recurring earnings of $0.66 per 
share, above the consensus estimate. The company consistently 
delivers stable results, as earnings are almost entirely generated 
from rate regulated utility operations. Over the next five years, 
earnings are set for stable and consistent growth. The company 
plans to spend approximately $5.5 billion in capital expenditures, 
83% of which will be applied to its utility operations in western 
Canada. We continue to rate the stock a HOLD and maintain our 
C$32.00 target price.  

Investment highlights 

• Q1 recurring EPS of $0.66, above consensus 
o Growth from capital additions in western Canadian 

utility operations 
• $5.5 billion capital program to fuel future growth 
• Maintain HOLD rating and C$32.00 target price 

o 2011 and 2012 EPS estimates unchanged 

Valuation 

Our target price is derived from a combination of valuation 
metrics that include earnings and dividend yields relative to long-
term interest rates, dividend discount models, and earnings and 
cash flow multiples relative to both historical valuation and its 
utility and pipeline peers. 

 

 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Outlook 

We are making no changes to our 2011 and 2012 earnings estimates of $1.75 and 
$1.80, respectively. The nature of Fortis’ business, energy delivery, usually leads 
to strong results in the first and fourth quarters when energy demand is at its 
peak and temperatures are the coldest. We expect to see a strong start to the year 
offset by comparatively weaker second and third quarters. Earnings, however, 
continue to grow year-over-year, mainly due to capital additions in the company’s 
regulated operations in western Canada. Fortis is seeking to spend an additional 
$5.5 billion of growth capex from 2011 through 2015. Approximately $4.6 billion 
of that will be towards regulated operations, mainly FortisBC and FortisAlberta. 

Growth can be further enhanced if Fortis were to acquire additional utility assets. 
The company has a successful track record of acquisitions in the past and is 
always on the lookout for assets that fit its strategy and meet its investment 
criteria. Management has indicated that it will consider acquiring assets with up 
to $4 billion in enterprise value, and will consider partnering with another 
investor for larger purchases.  

The company is still facing headwinds at its Caribbean operations with an 
unfavourable decision at Belize Electricity and a rate application that was not 
accepted by the Governor of Turks and Caicos. The company is working hard to 
resolve these issues, which could result in improved earnings in the future. 
However, we remain conservative on our expectations for earnings from this 
business division.  

First quarter earnings summary 

Fortis reported first quarter recurring earnings of $0.66 per share, above the 
$0.62 consensus estimate and $0.59 in the first quarter last year. Strong rate 
base growth at the company’s regulated utilities in western Canada contributed to 
the bulk of the increased earnings in the quarter. Earnings improved in its non-
regulated generation segment as a result of increased power generation in Belize 
and higher average power prices in Ontario. Fortis Properties’ earnings 
decreased modestly year-over-year due to higher amortization costs and lower 
performance as a result of continued effects of the economic downturn. However, 
the first quarter is typically the seasonally low quarter of the year, and we expect 
the Properties division to deliver a contribution in 2011 similar to last year. For 
additional details on the first quarter results, please see Figure 1. 

Noteworthy items 

• Rate applications 
o FortisAlberta 2012-2013 rate application filed in March 2011 

§ Effective rate increases of 8.2% in 2012 and 6.9% in 2013 
§ Hearing expected late October 2011 and final decision in Q1/12 
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o FortisBC Energy (formerly known as Terasen) expects to file 2012-
2013 rate application in May 2011 

o FortisBC Electric expects to file 2012-2013 rate application in summer 
2011 

o Newfoundland Power expects to file rate application in May 2011 
§ 8% rate increase effective July 1, 2011 

• Considering amalgamation of three FortisBC Energy companies (formerly 
Terasen Gas companies) 

o FortisBC Inc., FortisBC Vancouver Island, and FortisBC Whistler 
o Application expected sometime in 2011 

• FortisBC natural gas storage facility expected to be complete in next several 
weeks 

o Estimated cost of $214 million; $80 million equity portion 
o Facility to be filled in Q2/11 

• Fortis Properties’ application to construct 12-storey office building in St. 
John’s, Newfoundland 

o Subject to municipal government approval 
o Estimated cost of $50 million and expected completion in 2013 
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Figure 1: Fortis’ first quarter earnings summary 
 

First Quarter EarningsFirst Quarter EarningsFirst Quarter EarningsFirst Quarter Earnings
Millions of dollars 2010201020102010 2011201120112011 ChangeChangeChangeChange

 (except per share data) Favourable
(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies $73 $76 4.1%

Newfoundland Power $7 $7 0.0%

FortisAlberta $17 $20 17.6%

FortisBC Electric $13 $19 46.2%

Other Canadian Regulated Utilities $5 $6 20.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $115$115$115$115 $128$128$128$128 11.3%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $4$4$4$4 $4$4$4$4 0.0%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $2 $3 50.0%

Fortis Properties $2 $1  (72.2%)

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $4$4$4$4 $4$4$4$4  (7.9%)

Corporate and Consolidated Adjustments ($21) ($20)  (4.8%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $102$102$102$102 $116$116$116$116 13.5%
Non-recurring items $1.2 $1.5 n.m. 

Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $103$103$103$103 $117$117$117$117 13.6%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.59$0.59$0.59$0.59 $0.66$0.66$0.66$0.66 11.3%

Non-recurring items $0.01 $0.01 n.m.

Reported $0.60 $0.67 11.4%

Cash Flow Per Share $1.17 $1.38 n.m.

Average Shares Outstanding (mln) 171.6       175.0         2.0%

RegulatedRegulatedRegulatedRegulated
Earnings $119 $132 10.9%
% of total 117% 114%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $4 $4  (7.9%)

% of total 4% 3%

CorporateCorporateCorporateCorporate

Earnings ($21.0) ($20.0) 4.8%
% of total  (20.6%)  (17.3%)

Higher rate base from significant capital additions.

Higher allowed return at Algoma Power - 2011 ROE 
9.85% vs 8.57% in 2010.

Higher production in Belize and higher realized 
power prices in Ontario.

Lower occupancies at hotels and higher 
amortization costs from capital investments.

$1 M gain on sale of FortisAlberta asset and  $0.5 
M gain on Fortis Properties asset sale.

Higher earnings and increased amortization costs 
collected from ratepayers.

Impact of capital additions; added $3 M recurring 
earnings for Q1/2010 received in Q3/2010.

 
 

Source: Fortis Inc., Canaccord Genuity 
  

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; 
(2) international operations have currency rate exposure and liquidity risks 
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associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; 
(7) change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions which may impact demand for products and 
services, peer group valuation, access to capital, and share trading liquidity; and 
(10) Fortis holds investments in commercial real estate and hotel properties, 
which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 May 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 466 59.4% 36.7% 
Speculative Buy 67 8.5% 62.7% 
Hold 234 29.8% 17.5% 
Sell 18 2.3% 11.1% 
 785 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 4 May 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Changes 2011E $1.70 from $1.75 

 
C$33.00 from C$32.00 

 

Fortis Inc. 

FTS : TSX : C$32.97 
HOLD      

Target: C$33.00 ↑↑↑↑ 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA  1.604.643.0181 

jplessis@canaccordgenuity.com 

Zayem LakhaniZayem LakhaniZayem LakhaniZayem Lakhani  1.604.643.7506 

zlakhani@canaccordgenuity.com 
     

COMPANY STATISTICS: 
52-week Range: C$26.51 - 35.45 
Avg. Daily Vol. (000s): 470.9 
Market Cap (M): C$5,723 
Shares Out (M): 173.6 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.5 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.70 C$1.80 
P/E (x): 22.0 20.5 19.4 18.3 
CFPS: C$3.98 C$4.23 C$4.45 C$4.60 
P/CF (x): 8.3 7.8 7.4 7.2 
     
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

ACQUIRES U.S. UTILITY AND ISSUES 
COMMON EQUITY  
Investment recommendation 

Fortis announced the acquisition of Central Vermont Public 
Service (CV : NYSE : US$24.32 | Not rated) for US$35.10/share or 
US$700 million including the assumption of US$230 million of 
associated debt. We believe the acquisition will contribute up to 
$0.05 to full-year EPS once it closes and we are raising our target 
price modestly to C$33.00 from C$32.00 to reflect the positive 
impact of the purchase. The company also announced an equity 
financing of up to $345 million to finance the equity portion of 
rate base growth in its western Canadian utility operations and 
for its share in the development of the Waneta Dam. While we 
had modelled an equity financing into our 2011 earnings 
estimate, we had assumed a smaller financing. As a result, the 
larger equity issue dilutes our 2011 EPS by a few cents per share 
and we are lowering our 2011 EPS estimate to $1.70 from $1.75.   

Investment highlights 

• Acquiring Central Vermont Public Service for US$700 million 
o 1.41x rate base (including interest in VELCO debt)  
o Expected to close in 6-12 months 
o Accretive to EPS by as much as $0.05 per share after 

close 
• Raising target price by C$1.00 to C$33.00 

o Maintain HOLD rating 

 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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• Announced $300 - $345 million common equity issue (larger than anticipated) 
o 9.1 – 10.465 million shares @ $33/share 

• Lowering 2011 EPS estimate to $1.70 from $1.75; 2012 EPS estimate 
unchanged at $1.80 

Valuation 

Our target price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both historical 
valuation and its utility and pipeline peers. 

Summary 

Fortis announced the US$700 million acquisition of Central Vermont Public 
Service (CVPS). The regulatory assets of CVPS were US$426 million in 2010 
which represents a 64% premium to regulatory assets. On the surface, the price 
appears rich; however, we note several factors. First, the rate base on the balance 
sheet does not take into consideration an additional US$155 million of debt from 
a minority holding of Vermont Electric Power Company (VELCO). Considering this 
proportional interest in the debt of VELCO, the acquisition cost including assumed 
debt is about US$855 million, representing a 40% premium to rate base.  Second, 
while still somewhat higher than recent transactions (Algonquin Power & Utilities 
paid a 15%, 13% and 11% premium, respectively for its recent Granite State, 
Energy North and Midwest utilities acquisitions) we point out that CVPS generates 
a 9.45% return on an attractive 57% equity component on a rate base of US$426 
million (around ~43% equity component inclusive of VELCO debt). Third, CVPS is 
a growing utility with rate base expected to reach over US$800 million by 2015 
(including debt of VELCO), representing around ~8.5% average annual growth 
rate from 2010. We expect the acquisition to contribute up to ~$0.05 per share to 
full year earnings per share depending on financing terms. The acquisition is 
expected to close within the next 6-12 months, subject to approval by CVPS 
shareholders, FERC and the Vermont Public Service Board.   

While Fortis is very familiar with regulated assets, with almost 90% of its 
earnings generated from regulated operations in Canada and the Caribbean, the 
acquisition of CVPS is Fortis’ first foray into the U.S. utility arena. Fortis’ 
management has long indicated that it was seeking to expand into the United 
States and we suspect that the purchase of CVPS establishes a beachhead for 
additional U.S. utility purchases in the future.    

The company also announced that it will issue 9.1 million common shares at $33 
per share for gross proceeds of $300 million. If the overallotment of 1.365 million 
shares is exercised, total proceeds will rise to $345 million. We had expected the 
company to issue equity in 2011 and in 2012 to fund the growth of its western 
Canadian utility operations and the development of its interest in the non-
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regulated Waneta Dam; however, the announced equity issue is larger than we 
had anticipated. Consequently, the larger-than-expected common share issue will 
dilute our anticipated earnings and we are lowering our 2011 EPS estimate by 
$0.05 to $1.70.  Our 2012 EPS estimate remains unchanged at $1.80.    

Acquisition details 

• Purchasing CVPS for US$700 million; US$855 million including US$155 
million of VELCO debt  

o Purchasing CV:NYSE shares for US$35.10/share 
§ Represents 44% premium to last closing price 

o Assuming US$385 million debt 
• Rate base of ~US$600 million 

o Includes debt attributed to VELCO investment 
o 57% equity component on rate base of US$426 million 

§ ~43% inclusive of VELCO debt 
o 9.45% ROE 

§ Based on automatic adjustment formula approach using 10- 
year treasury yield 

• CVPS purchases, produces, distributes, transmits and sells power 
o Serves 160,000 customers 
o Owns 9,000 miles of distribution lines 
o Owns 600 miles of transmission lines 
o Holds a 41% interest in Vermont Transco LLC, an electric 

transmission business 
o Holds a 47% interest in Vermont Electric Power Company (VELCO), an 

electric transmission business 
o Holds a 59% interest in Vermont Yankee Nuclear Power Corp, which 

holds a PPA for nuclear power from the Vermont Yankee Nuclear 
Power Plant 

• Closing of the acquisition to occur within the next 6-12 months, subject to 
approval of: 

o CVPS shareholders 
o U.S. Federal Energy Regulatory Commission (FERC) 
o Vermont Public Service Board 
o Other customary closing conditions  

Financing details 

• Issuing 9.1 million shares at $33/share for gross proceeds of $300 million  
o 1.365 million share overallotment for $45 million 

• To fund: 
o Growing rate base in western Canadian utility operations 
o Development of Waneta Dam 
o Outstanding debt on credit facilities 
o General corporate purposes 
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• Expected to close on or about June 15, 2011 

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; (2) 
international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) 
change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions which may impact demand for products and 
services, peer group valuation, access to capital and share trading liquidity; (10) 
Fortis holds investments in commercial real estate and hotel properties which are 
subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 May 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 466 59.4% 36.7% 
Speculative Buy 67 8.5% 62.7% 
Hold 234 29.8% 17.5% 
Sell 18 2.3% 11.1% 
 785 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 31 May 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$26.80 - 35.45 
Avg. Daily Vol. (000s): 479.0 
Market Cap (M): C$5,539 
Shares Out (M): 173.6 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.6 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.70 C$1.80 
P/E (x): 21.3 19.8 18.8 17.7 
CFPS: C$3.98 C$4.23 C$4.45 C$4.60 
P/CF (x): 8.0 7.5 7.2 6.9 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

BELIZE GOVERNMENT EXPRESSES 
INTEREST TO CONTROL BEL; NOT 
MATERIAL TO VALUE  
Investment recommendation 

The Government of Belize publicly expressed its interest in 
purchasing majority shares in Belize Electricity Company (BEL) 
to assume control of the company. BEL is 70%-owned by Fortis 
and 25%-owned by the Government of Belize. As at this time, no 
purchase offer has been made to Fortis for shares of BEL. Fortis 
has stated in the past that it is not interested in holding a 
minority position in assets controlled by any government entity; 
this would also apply in this case. While we remain concerned 
that the Government may not offer a fair price for the assets, or 
may not purchase the entirety of Fortis’ shares in BEL, we note 
that the Belize regulatory assets represent only around $100-125 
million or $0.54-0.67 per share. Given the uncertainties 
stemming from a negative 2008 regulatory decision, we believe 
the market has already placed a significant discount on the BEL 
assets, which has been reflected in the stock. Consequently, we 
do not expect this issue to have a material impact on Fortis’ stock 
price.    

Investment highlights 

• Maintain HOLD rating and C$33.00 target price 
• Total Belize Electricity Limited assets represent ~$0.60 in 

value per share 
o Belize assets under-earning for past three years 
o No assumptions for positive decision going forward 
o Much of BEL value likely already discounted in current 

share price 
• Potential Government control of BEL not very significant to 

value 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

Our target price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both historical 
valuation and its utility and pipeline peers. 

Summary 

The Government of Belize has stated its desire to own a controlling interest in 
BEL, a regulated utility 70%-owned by Fortis. As yet, Fortis has not received a 
proposal by the Government. While the Government has publicly announced its 
intention to ‘purchase’ majority shares in BEL, we remain concerned that Fortis 
may not receive a fair price. On previous occasions, Fortis has stated that it does 
not participate in minority holding of government-controlled assets, which further 
complicates the issue. We understand that the Belizean Government has already 
taken ownership of the telecommunications and water utility operations within 
the country, and has now set its sights on BEL. That said, we point out that 
Fortis’ investment in BEL is ~$100-125 million ($0.54-0.67 per share). We also 
believe the market has placed a significant discount on the value of Fortis’ 
investment in BEL. In 2008, the Belize Public Utilities Commission (PUC) issued a 
regulatory decision that resulted in a reduced rate of return by disallowing 
previously approved expenses and lowering the value of the rate base. BEL filed 
appeals, but the Belize Supreme Court has sided with the PUC. Since 2008, BEL 
has not been earning an appropriate return on its regulated Belizean assets. 

We expect that the issues surrounding BEL will not be resolved in the near term, 
and an ultimate resolution may still be years away. The impact on the change in 
ownership at BEL should not be material to Fortis’ stock. We note that Fortis has 
an additional ~$160 million investment in non-regulated power assets in Belize. 
These assets are not in question, and to our knowledge the Government has been 
satisfied with Fortis’ ownership and has never made an expression of interest 
regarding these assets. However, should these assets become a target of 
Government interest, it could potentially have a modestly negative impact on the 
value of the stock.  

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; 
(2) international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
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environmental health and safety risk could impose unexpected costs on Fortis; 
(7) change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions, which may impact demand for products and 
services, peer group valuation, access to capital, and share trading liquidity; and 
(10) Fortis holds investments in commercial real estate and hotel properties that 
are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 6 June 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 478 60.0% 37.4% 
Speculative Buy 74 9.3% 66.2% 
Hold 232 29.1% 17.7% 
Sell 13 1.6% 0.0% 
 797 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELLSELLSELLSELL:::: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  



Daily Letter | 5 
 13 June 2011 

 

 

Canaccord Research Disclosures as of 13 June 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 AddAddAddAdditional information is available on request.itional information is available on request.itional information is available on request.itional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendations and opinions expressed in this Investment ReThe recommendations and opinions expressed in this Investment ReThe recommendations and opinions expressed in this Investment ReThe recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, search accurately reflect the Investment Analyst’s personal, search accurately reflect the Investment Analyst’s personal, search accurately reflect the Investment Analyst’s personal, 
independent and objective views about any and all the Designatedindependent and objective views about any and all the Designatedindependent and objective views about any and all the Designatedindependent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important  Investments and Relevant Issuers discussed herein. For important  Investments and Relevant Issuers discussed herein. For important  Investments and Relevant Issuers discussed herein. For important 
iiiinnnnffffoooorrrrmmmmaaaattttiiiioooonnnn,,,,    pppplllleeeeaaaasssseeee    sssseeeeeeee    tttthhhheeee    IIIImmmmppppoooorrrrttttaaaannnntttt    DDDDiiiisssscccclllloooossssuuuurrrreeeessss    sssseeeeccccttttiiiioooonnnn    iiiinnnn    tttthhhheeee    aaaappppppppeeeennnnddddiiiixxxx    ooooffff    tttthhhhiiiissss    ddddooooccccuuuummmmeeeennnntttt    oooorrrr    vvvviiiissssiiiitttt    CCCCaaaannnnaaaaccccccccoooorrrrdddd    GGGGeeeennnnuuuuiiiittttyyyy’’’’ssss    OOOOnnnnlllliiiinnnneeee    DDDDiiiisssscccclllloooossssuuuurrrreeee    
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Rating/TargetRating/TargetRating/TargetRating/Target    
Changes HOLD rating unchanged 

C$32.00 from C$33.00 
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FTS : TSX : C$31.37 
 

HOLD      

Target: C$32.00 ↓↓↓↓ 
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COMPANY STATISTICS: 
52-week Range: C$26.80 - 35.45 
Avg. Daily Vol. (000s): 475.4 
Market Cap (M): C$5,445 
Shares Out (M): 173.6 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.7 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.70 C$1.80 
P/E (x): 20.9 19.5 18.5 17.4 
CFPS: C$3.98 C$4.23 C$4.45 C$4.60 
P/CF (x): 7.9 7.4 7.1 6.8 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  

Infrastructure -- Utilities 

GAZ METRO OFFER FOR CVPS PUTS 
KINK IN FORTIS' ACQUISITION 
PLANS  
Investment recommendation 

Gaz Métro LP made an unsolicited bid of US$35.25 per share for 
Central Vermont Public Service Corporation (CV : NYSE : 
US$35.62 | Not rated), just above Fortis’ recent offer of US$35.10 
per share. Despite Fortis’ offer being more attractive for 
shareholders after accounting for the $17.5-19.5 million break 
fee (~$1.30-1.45 per CVPS share), stakeholders including the 
Vermont regulator may view the Gaz Métro bid more favourably 
as the company has existing operations in Vermont and has 
stated it can realize $144 million in savings for ratepayers 
through the transaction. Fortis will await a decision from CVPS 
before indicating any further actions.  

Separately, Fortis has received an order of expropriation from 
the Government of Belize for its 70% ownership in Belize Electric 
Ltd (BEL). The government has not yet presented Fortis with a 
price. Fortis’ investment in BEL is ~$125 million or $0.67 per 
share. We note there is a possibility the company incurs a loss by 
not receiving full value for its investment. Given the uncertainty 
surrounding the outcomes of the BEL expropriation and the 
proposed acquisition of CVPS, we are taking a more conservative 
view. Consequently, we are lowering our target price modestly to 
$32.00 from $33.00 until we see more clarity on the current 
issues. We are maintaining our HOLD rating.  

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Investment highlights 

• Gaz Métro made unsolicited bid for CVPS    
o Less attractive to CVPS shareholders    

§ After accounting for $1.30-1.45/share break fee and dividend 
considerations    

o But more attractive to ratepayers and regulators    
§ Gaz Métro providing $144 million of benefits over ten years to 

ratepayers vs. Fortis’ US$21 million  
• Fortis awaiting decision from CVPS before any further action 
• Government of Belize to expropriate BEL    

o Uncertainty over compensation to be received 
o Fortis’ investment in BEL represents ~$0.67 per share value    

• Lowering target price $1 to $32 due to uncertainty revolving issues    

Valuation 

Our target price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both historical 
valuation and Fortis’ utility and pipeline peers.  

A tale of two offers and a lot of uncertainty  

Gaz Métro’s hostile bid (the unsolicited offer) of $35.25 per CVPS share is a slight 
increase to Fortis’ original $35.10 offer price on May 30, 2011 of which the CVPS 
Board supported. We note the $0.15 premium is less than a 0.5% increase to 
Fortis’ per share offer and does not compensate for the $17.5 - $19.5 million 
break fee CVPS shareholders would be required to pay (~$1.30-1.45 per share). 
In its conference call, Gaz Métro’s management stated that the company would 
not pay the break fee as part of their offer. Gaz Métro’s bid includes the payment 
of the $0.23 CVPS quarterly dividend through the close of the offer compared to 
the Fortis bid which would include dividend payments for two quarters plus an 
additional $0.01 per share for each subsequent quarter until close. Both 
companies have indicated they expect the transaction to close within 6-12 
months. In order for the higher dividends proposed by Gaz Métro to offset the 
break fee, the approval process would have to take approximately 21 months or 
more. We believe this is unlikely. Consequently, we believe the Fortis bid to be a 
better option for the CVPS shareholders. 

That being said, Gaz Métro’s unsolicited offer includes some sweeteners which 
may be attractive to other stakeholders. Gaz Métro is already invested in Vermont 
through its wholly-owned Green Mountain Power (Vermont’s second largest 
utility). It intends to provide savings for rate payers through investment and 
synergies of US$144 million over a ten year period after the acquisition. A 
majority of those savings will likely be passed on to ratepayers, although a 
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sharing mechanism may be negotiated through the regulator. Fortis has not 
provided matching concessions. Even if the Fortis offer is accepted by 
shareholders, there exists a risk that the regulator could deny the approval of the 
transaction, or may limit the recovery of some costs to mimic the synergies the 
Gaz Métro accomplishes and could potentially cause CVPS to generate a lower 
return for Fortis.  

What the final outcome will be is uncertain. The Board of CVPS is now reviewing 
the Gaz Métro offer and Fortis has indicated it will monitor the situation and 
respond in due course to decisions made after the CVPS review.  

The Belize Electric expropriation 

Not surprisingly, on June 20, 2011 the Government of Belize issued an order to 
expropriate Fortis’ 70% interest in BEL. Note, that a week earlier the government 
had expressed interest in acquiring control of the assets (see Daily Letter, June 
13, 2011). As of yet, compensation for the assets remain in question as no offer or 
agreement has been announced. We remain concerned that Fortis may not 
receive a fair price on the assets. We highlight however, the company’s total 
equity investment in BEL is approximately $100-125 million and that BEL’s debt 
is non-recourse to Fortis. This represents a small portion of the enterprise and at 
worst case the company stands to lose ~$0.67 per share. 

In addition, Fortis owns the non-regulated Belize Electric Company which 
consists of three hydroelectric generating facilities. The company’s total 
investment in theses assets is approximately ~$160 million. There has been no 
indication from the government on the expropriation of these assets. However, we 
note there may be an additional overhang on the stock due to the uncertainty 
regarding the situation. 

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; (2) 
international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) 
change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions which may impact demand for products and 



Daily Letter | 4 
 23 June 2011 

 

 

services, peer group valuation, access to capital and share trading liquidity; (10) 
Fortis holds investments in commercial real estate and hotel properties which are 
subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 6 June 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 478 60.0% 37.4% 
Speculative Buy 74 9.3% 66.2% 
Hold 232 29.1% 17.7% 
Sell 13 1.6% 0.0% 
 797 100.0%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A. investment banking services. 
B. non-investment banking securities-related services. 
C. non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$27.65 - 35.45 
Avg. Daily Vol. (000s): 479.1 
Market Cap (M): C$5,620 
Shares Out (M): 173.6 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.6 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.70 C$1.80 
P/E (x): 21.6 20.1 19.0 18.0 
CFPS: C$3.98 C$4.23 C$4.45 C$4.60 
P/CF (x): 8.1 7.7 7.3 7.0 
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

CVPS ACQUISITION TERMINATED  
Investment recommendation 

Fortis announced that its merger agreement with Central 
Vermont Public Service (CVPS) has been terminated. The Board 
of CVPS has deemed that the unsolicited bid by Gaz Métro LP is a 
superior proposal and has terminated the merger agreement 
between Fortis and CVPS. Fortis has opted not to increase its 
offer and has instead elected to receive the $17.5 million 
termination fee and $2 million of associated expenses.  

Investment highlights 

• Merger agreement between Fortis and CVPS has been 
terminated 

o Fortis will not improve its offer for CVPS 
o Fortis will receive $19.5 million in fees and 

expenses ($0.11 per share) 
• No change to C$32.00 target or HOLD rating 

Valuation 

Our target price is derived from a combination of valuation 
metrics that include earnings and dividend yields relative to long-
term interest rates, dividend discount models, and earnings and 
cash flow multiples relative to both historical valuation and 
Fortis’ utility and pipeline peers. 

Summary 

Fortis announced that it will not sweeten its bid for Central 
Vermont Public Service (CVPS) following the Gaz Métro LP offer, 
and the merger agreement between Fortis and CVPS will be 
terminated. The Board of CVPS has determined that the proposal 
from Gaz Metro was a superior proposal. Originally, Fortis had 
five business days to change its offer before the  

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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agreement was terminated under the terms of the merger agreement, but instead, 
decided to waive the five-day period and to immediately receive its $17.5 million 
termination fee and $2 million of associated expenses.  

We commend the management of Fortis for its disciplined acquisition approach. 
The initial bid of $700 million represented about a 40% premium to rate base, 
which we viewed as a significant premium. However, this was partly offset by the 
high rate base growth profile of CVPS for the next several years, which could 
shrink the premium over time. We did not believe a sweetened bid would make 
sense for Fortis. While we did not believe Gaz Métro’s offer was superior from a 
shareholder perspective, it provides savings for rate payers through investment 
and synergies of US$144 million over a 10- year period following the acquisition. 
A majority of those savings will likely be passed on to ratepayers, although a 
sharing mechanism may be negotiated through the regulator. We suspect that the 
Gaz Métro bid would have been favoured by the regulator, which raised the 
regulatory risk had Fortis won. Consequently, we believe Fortis’s decision to 
withdraw from the process was the right thing to do. We previously reduced our 
target by $1.00 to $32.00, in part due to the uncertainty surrounding the 
acquisition, and at this point are making no further change to our target price. 

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; 
(2) international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; 
(7) change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions, which may impact demand for products and 
services, peer group valuation, access to capital, and share trading liquidity; 
(10) Fortis holds investments in commercial real estate and hotel properties, 
which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 7 July 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 481 61% 37.6% 
Speculative Buy 75 10% 65.3% 
Hold 216 27% 19.0% 
Sell 14 2% 21.4% 
 786 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 12 July 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    

The recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s persoThe recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s persoThe recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s persoThe recommendations and opinions expressed in this Investment Research accurately reflect the Investment Analyst’s personal, nal, nal, nal, 
independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important independent and objective views about any and all the Designated Investments and Relevant Issuers discussed herein. For important 
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Annual EPSAnnual EPSAnnual EPSAnnual EPS    TargetTargetTargetTarget    
Changes 

2012E $1.75 from $1.80 C$31.00 from C$32.00 

 

Fortis Inc. 

FTS : TSX : C$30.59 
HOLD      

Target: C$31.00 ↓↓↓↓ 

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA  1.604.643.0181 

jplessis@canaccordgenuity.com 

Zayem LakhaniZayem LakhaniZayem LakhaniZayem Lakhani  1.604.643.7506 

zlakhani@canaccordgenuity.com 
     

COMPANY STATISTICS: 
52-week Range: C$28.25 - 35.45 
Avg. Daily Vol. (000s): 470.7 
Market Cap (M): C$5,588 
Shares Out (M): 182.7 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.8 
  
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.70 C$1.75 
P/E (x): 20.4 19.0 18.0 17.5 
CFPS: C$3.98 C$4.23 C$4.45 C$4.55 
P/CF (x): 7.7 7.2 6.9 6.7 
     
 
SHARE PRICE PERFORMANCE:  

 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

Q2 A BIT LIGHT; CARIBBEAN 
OPERATIONS REMAIN AN OVERHANG 

Investment recommendation 

Fortis reported second-quarter recurring earnings of $0.32 per share, a 
few cents below the consensus estimate. For the first half of the year, 
recurring earnings per share were $0.98 and are on track to meet our 
$1.70 EPS estimate. The company has a $5.7 billion capital spending 
program for the 2011-2015 timeframe, which should provide earnings 
growth in its Canadian regulated utility operations. However, due to 
anticipated lower Caribbean earnings contributions and issues 
surrounding the company’s Belizean assets, we are lowering our target 
price by $1 to C$31.00. We continue to rate the stock a HOLD.  

Investment highlights 

• Lowering target to C$31.00 from C$32.00, but maintain HOLD 
rating 

• 2012 EPS estimate lowered by $0.05 to $1.75 
• Q2 recurring EPS of $0.32, modestly below expectations 

o Lower contribution from Caribbean regulated and 
Properties divisions; low hydrology at Belize non-
regulated, offset by growth from capital additions in 
western Canadian utility operations 

• Five year capital program up $200 million to $5.7 billion  

 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

We are lowering our target price on the shares of Fortis to C$31.00 from C$32.00. Our 
target price is derived from a combination of valuation metrics that include earnings and 
dividend yields relative to long-term interest rates, dividend discount models, and earnings 
and cash flow multiples relative to both historical valuation and Fortis’ utility and pipeline 
peers. 

Outlook 

We are maintaining our 2011 EPS estimate of $1.70 but are lowering our 2012 EPS 
estimate modestly to $1.75 from $1.80. While earnings in the second quarter were slightly 
lower than our expectations, earnings in the first half of the year are on track to meet our 
$1.70 per share estimate. However, the company continues to face some pushback at its 
Caribbean operations.  The Government of Belize recently expropriated the company’s 
investment in Belize Electricity (net assets of $112 million, or $0.60 per share) Fortis has 
initiated proceedings to receive compensation from the Government of Belize for its 
investment and the associated loss is likely well less than its $0.60 investment. The recent 
move by the Government of Belize raises the possibility of further expropriation of the 
company’s Belize Electric Company Limited (BECOL). However, we note that the 
Government of Belize has publicly indicated that it does not intend to expropriate BECOL 
and that Fortis is limited to its $150 million (or $0.80 per share) investment in BECOL. 
Also in the Caribbean, the Government of the Turks & Caicos plans to implement a carbon 
tax which is not recoverable in rates.  The impact on Fortis’s earnings is estimated at $1 
million in 2011 and $2-3 million in 2012 if the carbon tax is implemented.  

While we expect the company’s earnings to benefit from the $1.2 billion of capital 
expenditures in 2011 (mostly spent on western Canada regulated operations) and $4.5 
billion expected to be spent in the 2012-2015 period, 2012 earnings may experience a 
slightly lower contribution from regulated Caribbean operations (due to no earnings in 
2012 from Belize Electricity versus a half year in 2011) and the dilutive impact of the 10.3 
million common share issuance that closed in June.   

We believe earnings growth could be further enhanced if Fortis were to acquire additional 
utility assets. The company continues to look for electric and gas utility acquisitions in 
Canada and the United States, and as evidenced by its refusal to increase its offer for 
Central Vermont Public Services last month, has a track record of remaining disciplined in 
achieving its required investment criteria.  

Second-quarter earnings summary 

Fortis reported second-quarter recurring earnings per share of $0.32 compared to $0.32 
the year before, a couple of cents shy of our $0.34 estimate and the $0.35 consensus 
estimate. The slight miss was mainly attributed to lower contributions from the company’s 
non-regulated operations. Non-regulated power generation provided lower earnings as a 
result of decreased production in Belize owing to less rainfall compared to the previous 
year. In addition, Fortis Properties experienced lower occupancy rates at its hotels 
combined with higher operating expenses. On the regulated side, earnings from the 
company’s gas operations in BC declined year over year due to the timing of expenses, 
likely to be recovered in the second half of the year. This was offset by additional earnings 
at FortisAlberta driven by a growing rate base and a higher allowable return at Algoma 
Power in the ‘Other Canadian Regulated Utilities’ segment. Year-to-date recurring earnings 
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per share is $0.98, above the $0.91 reported in the first half of 2010. For additional details 
on the second quarter results please refer to Figure 1.  

Noteworthy items 

• BEL expropriation 
o Assets represent $112 million ($0.60 per share) 
o No indication from Government of Belize to expropriate non-regulated 

BECOL  
§ Wholly owned by Fortis 
§ $150 million of assets ($0.80 per share) 

• Turks and Caicos government plans to implement carbon tax in Sept 2011 
o Not a flow through cost to rate payers 
o ~$1 M unfavourable earnings impact for 2011; ~$2-3 M annually 

• Received US$19.5 M ($18.8 M) for termination of Merger Agreement between 
Central Vermont Public Service.  

o $17.5 M break fee - to be recognized in Q3 
o $2 M recovery of associated expenses 

• Expected capex of $5.7 B over five-year period (2011-2015) 
o Previously $5.5 B 

§ Change reflects increase at Fortis BC Energy companies and 
exclusion of previously planned BEL capex 

o $3.5 B (61%) for regulated electric utilities 
o $1.3 B (23%) for regulated gas utilities 
o $0.9 B (16%) for non-regulated operations 

• Will report according to US GAAP beginning January 2012  
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Figure 1: Fortis second quarter earnings details 
 

Second Quarter EarningsSecond Quarter EarningsSecond Quarter EarningsSecond Quarter Earnings
Millions of dollars 2010201020102010 2011201120112011 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies $17 $15  (11.8%)

Newfoundland Power $11 $11 0.0%

FortisAlberta $17 $17 0.0%

FortisBC Electric $8 $9 12.5%

Other Canadian Regulated Utilities $4 $6 50.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $57$57$57$57 $58$58$58$58 1.8%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $7$7$7$7 $7$7$7$7 0.0%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $3 $2  (33.3%)

Fortis Properties $8 $7  (12.5%)

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $11$11$11$11 $9$9$9$9  (18.2%)

Corporate and Consolidated Adjustments ($20) ($18)  (10.0%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $55$55$55$55 $56$56$56$56 1.8%
Non-recurring items $2 n.m. 
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $55$55$55$55 $58$58$58$58 4.5%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.32$0.32$0.32$0.32 $0.32$0.32$0.32$0.32  (0.9%)

Non-recurring items $0.00 $0.01 n.m.
Reported $0.32 $0.33 3.4%

Cash Flow Per Share $0.93 $1.37 n.m.

Average Shares Outstanding (mln) 172.4       177.1         2.7%

RegulatedRegulatedRegulatedRegulated
Earnings $64 $65 1.6%
% of total 116% 116%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $11 $9  (18.2%)
% of total 20% 16%

CorporateCorporateCorporateCorporate
Earnings ($20.0) ($18.0) 10.0%
% of total  (36%)  (32%)

Increased earnings due to a larger capital base. 
Excludes $2 M of recognized revenues accrued 
from in prior periods.

Higher allowed return at Algoma Power - 2011 ROE 
9.85% vs 8.57% in 2010.

Lower production in Belize due to lower rainfall.

Lower occupancies at hotels and higher operating 
expenses.

Accrued revenue from prior periods recognized in 
Q2 2011 after favourable regulatory decision in 
Alberta.

Shy of the 35¢ consenus estimate and our 34¢ 
estimate.

Additional operating expenses to be recovered from 
rates in future period offset by growth in rate base.

Lower operating expenses and lower interest 
expense offset partially by higher income tax 
expense and preferred share dividends.

 
 

Source: Fortis Inc.; Canaccord Genuity 
  

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
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of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions which 
may impact demand for products and services, peer group valuation, access to capital and 
share trading liquidity; (10) Fortis holds investments in commercial real estate and hotel 
properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 7 July 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe    IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 481 61% 37.6% 
Speculative Buy 75 10% 65.3% 
Hold 216 27% 19.0% 
Sell 14 2% 21.4% 
 786 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 3 August 2011 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is avaAdditional information is avaAdditional information is avaAdditional information is available on request.ilable on request.ilable on request.ilable on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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Canaccord Canaccord Canaccord Canaccord GenuityGenuityGenuityGenuity is is is is the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM) the global capital markets group of Canaccord Financial Inc. (CF : TSX | CF. : AIM)    
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iiiinnnnffffoooorrrrmmmmaaaattttiiiioooonnnn,,,,    pppplllleeeeaaaasssseeee    sssseeeeeeee    tttthhhheeee    IIIImmmmppppoooorrrrttttaaaannnntttt    DDDDiiiisssscccclllloooossssuuuurrrreeeessss    sssseeeeccccttttiiiioooonnnn    iiiinnnn    tttthhhheeee    aaaappppppppeeeennnnddddiiiixxxx    ooooffff    tttthhhhiiiissss    ddddooooccccuuuummmmeeeennnntttt    oooorrrr    vvvviiiissssiiiitttt    CCCCaaaannnnaaaaccccccccoooorrrrdddd    GGGGeeeennnnuuuuiiiittttyyyy’’’’ssss    OOOOnnnnlllliiiinnnneeee    DDDDiiiisssscccclllloooossssuuuurrrreeee    
DDDDaaaattttaaaabbbbaaaasssseeee....    

 

Fortis Inc. 

FTS : TSX : C$34.06 
 

HOLD      

Target: C$33.00      

Juan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFAJuan Plessis, MBA, CFA  1.604.643.0181 

jplessis@canaccordgenuity.com 

Zayem LakhaniZayem LakhaniZayem LakhaniZayem Lakhani  1.604.643.7506 

zlakhani@canaccordgenuity.com 

 
     

COMPANY STATISTICS: 
52-week Range: C$28.24 - 35.45 
Avg. Daily Vol. (000s): 484.2 
Market Cap (M): C$6,369 
Shares Out (M): 187.0 
Current Dividend: C$1.16 
Current Dividend Yield %: 3.4 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2009A2009A2009A2009A    2010A2010A2010A2010A    2011E2011E2011E2011E    2012E2012E2012E2012E    
EPS: C$1.50 C$1.61 C$1.70 C$1.75 
P/E (x): 22.7 21.2 20.0 19.5 
CFPS: C$3.98 C$4.23 C$4.45 C$4.55 
P/CF (x): 8.6 8.1 7.7 7.5 
 
SHARE PRICE PERFORMANCE:  

 
 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international electric utility 
holding company with assets over $12.5 billion. 
Regulated holdings include electric distribution utilities in 
Alberta, BC, Ontario, Newfoundland, PEI and three 
Caribbean countries and a natural gas utility in BC. Fortis 
owns non-regulated generation assets across Canada 
and in Belize and New York State. It also owns and 
operates hotels and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 
Our C$33.00 target price is derived from a combination of 
valuation metrics that include earnings and dividend yields 
relative to long-term interest rates, dividend discount models and 
earnings and cash flow multiples relative to both historical 
valuation and Fortis’ utility and pipeline peers. 

Infrastructure -- Utilities 

STEADY AND STABLE -- Q3 RESULTS 
IN-LINE  
Investment recommendation 

Fortis Inc. reported third quarter earnings of $0.24 per share versus 
$0.23 reported in Q3/10, in line with expectations. The company’s 
earnings have benefited from ~$600 million of capital expenditures in 
the utility businesses this year, which has mainly been invested in 
western Canadian utility operations. In total, capex is forecast to reach 
$1.2 billion for 2011 across all segments ($806 million spent to date), 
and $5.7 billion budgeted for the five-year period, 2011 through 2015. 
With approximately 90% of the company’s earnings generated from 
utility operations, rate base additions within the utility segments are 
expected to be the primary drivers of earnings growth. As a result, we 
expect to see consistent and stable growth in earnings and dividends 
going forward. However, we note that the company continues to pursue 
acquisitions of U.S.-based utility assets which could potentially have an 
impact on future earnings growth. We are maintaining our HOLD rating 
and 12-month C$33.00 target price. 

Investment highlights 

• Reported Q3 recurring EPS of $0.24, in line with consensus 
• Maintaining HOLD rating and C$33.00 target price  
• No changes to 2011 and 2012 EPS estimates 

o 2011 EPS estimate: $1.70 
o 2012 EPS estimate: $1.75 

• Received a C$18.8 million ($11 million after-tax) termination 
fee for the unsuccessful Central Vermont Public Service (CVPS) 
acquisition bid 

• Belize Electricity expropriation compensation proceedings are 
ongoing with the Belize government  

o $112 million book value 
o No earnings recorded this quarter; $2 million 

contribution in Q3 last year 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

We are maintaining our 12-month target price for Fortis at C$33.00. Our target price is 
derived from a combination of valuation metrics that include earnings and dividend yields 
relative to long-term interest rates, dividend discount models and earnings and cash flow 
multiples relative to both historical valuation and Fortis’ utility and pipeline peers. 

Outlook 

We are making no changes to our 2011 and 2012 earnings per share estimates of $1.70 
and $1.75, respectively. The company’s capex program in the utilities segment, primarily 
in western Canada, has been the driving force of earnings growth this year, and should 
continue to do so through 2015. Fortis’ capital expenditure budget remains unchanged 
with the company planning to spend $5.7 billion from 2011 through 2015, of which $4.8 
billion is toward its electric and gas utilities (mainly in BC and Alberta). This should help 
provide relatively steady growth in earnings throughout the period. The company’s 
Caribbean operations continue to face challenges which have limited the segment’s 
contribution in recent years. Fortis has not received compensation for the Belize Electric 
assets expropriated in June this year. Proceedings to determine a value are ongoing and 
we note that the potential loss is limited to its book value ($112 million net asset value or 
$0.60 per share).While we believe the company will receive some compensation for Belize 
Electric, we do not expect a resolution in the near-term.  

In addition to organic growth projects, the company continues to seek potential 
acquisitions. Although the company’s recent offer for Central Vermont Public Service was 
not consummated, earnings and cash flow benefited from the $18.8 million (US$17.5 
million) termination fee.  More important, we were pleased to see management remain 
focused and disciplined and withdraw from the process when the transaction price was bid 
higher. Management continues to look for regulated natural gas and electric operations in 
the United States and believes it has the capability to finance up to a $5 billion acquisition 
(enterprise value) on its balance sheet, but would consider a financial partner for larger 
acquisitions. 

Third quarter earnings summary 

Fortis reported third quarter recurring earnings per share of $0.24, in line with both our 
and the consensus estimate of $0.23. Regulated earnings were $5 million ($0.03 per share) 
higher compared to the same period last year. A bulk of the improvement was driven by 
rate base capital expenditures at FortisBC Energy (formerly Terasen) and Fortis Alberta. 
The increases were partially offset by the loss of ~$2 million ($0.01 per share) of earnings 
from the expropriation of Belize Electric. The company’s non-regulated operations 
performed in line with last year during the same period. Note that we removed the one-
time $18.8 million ($11 million after-tax) payment received from the termination of the 
CVPS Merger Agreement and $2.5 million on unrealized non-cash foreign exchange gains. 
For the third quarter, the company reported net earnings per share of $0.31 versus $0.26 
last year. For the first nine months of the year, the recurring earnings per share was 
$1.30, ahead of the $1.16 recorded last year. For additional details on third quarter 
results, please refer to Figure 1. 
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Noteworthy items 

• CVPS termination fee CAD$18.8 million 
o US$17.5 million  
o Also received US$2 million for transaction expenses 

• Acquired 160-room full-service Hilton Suites Winnipeg Airport hotel for $25 
million 

• Received municipal approval to construct $50 million office building 
o 12-storeys in downtown St. John 
o Construction expected to be complete in 2H/13 

• Regulatory 
o Fortis BC Energy gas companies 

§ Filed updated 2012-2013 rate applications in September 2011 
• Decision expected in late Q1/12 

§ Filed application to amalgamate the three FortisBC Energy gas 
companies 

o Newfoundland Power completed the sale of joint-use poles back to Bell 
Aliant (BA : TSX | HOLD) 

§ Will use funds to pay down debt 
o Caribbean Utilities 

§ Expects to file 2012-2016 capital investment plan in Q4/11 
§ Will sign PPAs to accept up to 13 MW of renewable power from 

IPPs 
o Fortis Turks and Caicos 

§ Filed a request for a change in the rate structure and a 6% 
increase in base rates 

§ Carbon tax expected to be implemented September 2011 

• Has not yet been implemented
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Figure 1: Fortis’ third quarter earnings details 
 

Third Quarter EarningsThird Quarter EarningsThird Quarter EarningsThird Quarter Earnings

Millions of dollars 2010201020102010 2011201120112011 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies ($9) ($3) 66.7%

Newfoundland Power $8 $8 0.0%

FortisAlberta $19 $19 0.0%

FortisBC Electric $11 $10  (9.1%)

Other Canadian Regulated Utilities $5 $6 20.0%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $34$34$34$34 $40$40$40$40 17.6%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $7$7$7$7 $6$6$6$6  (14.3%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $9 $8  (11.1%)

Fortis Properties $9 $9 0.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $18$18$18$18 $17$17$17$17  (5.6%)

Corporate and Consolidated Adjustments ($19) ($19)  (2.6%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $40$40$40$40 $45$45$45$45 11.3%

Non-recurring items $5 $14
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $45.0$45.0$45.0$45.0 $58.0$58.0$58.0$58.0 28.9%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.23$0.23$0.23$0.23 $0.24$0.24$0.24$0.24 3.3%

Non-recurring items $0.03 $0.07 n.m.

Reported $0.26 $0.31 19.7%

Cash Flow Per Share $0.94 $0.75  (19.5%)

Average Shares Outstanding (mln) 173.2       186.5       7.7%

RegulatedRegulatedRegulatedRegulated

Earnings $41 $46 12.2%
% of total 103% 103%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $18 $17  (5.6%)

% of total 45% 38%

CorporateCorporateCorporateCorporate

Earnings ($19) ($19) 2.6%
% of total  (47.5%)  (41.6%)

Rate base growth and lower-than-expected 
operating expenses.  Mostly quarterly timing 
issues. 

Higher effective tax rate due to lower income tax 
deductions.

Higher ROE allowed at Algoma Power and strong 
electricity sales growth.

No earnings from Belize Electricity due to 
government expropriation in June.

$11 M due to CVPS break-up fee and $2.5 M non-
cash FX hedging gain.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Investment risks 

Some of the specific risk factors that pertain to our projected 12-month stock price target 
for Fortis include, but are not limited to: (1) price movement in electricity rates and 
commodities used for electricity generation could potentially impact profitability; (2) 
international operations have currency rate exposure and liquidity risks associated with 
those currencies; (3) credit risk of contract counterparties could improve or deteriorate; (4) 
debt refinancing at different interest rates could potentially impact the income of the 
company; (5) equipment failure or extreme weather conditions could adversely affect 
operating facilities; (6) change in public policy on environmental health and safety risk 
could impose unexpected costs on Fortis; (7) change in the regulatory or political climate 
could potentially impact profitability and future growth and development of Fortis; (8) the 
inability to maintain, or to renew, the collective bargaining agreements with unionized 
workers on acceptable terms could result in increased labour costs or service interruptions 
arising from labour disputes; (9) economic conditions which may impact demand for 
products and services, peer group valuation, access to capital and share trading liquidity; 
(10) Fortis holds investments in commercial real estate and hotel properties which are 
subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
An analyst has not visited Bell Aliant's material operations. 

 
Price Chart:* 
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Distribution of Ratings: 
Global Stock Ratings 
(as of 3 October 2011) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe                    
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 509 63.5% 35.6% 
Speculative Buy 86 10.7% 64.0% 
Hold 194 24.2% 17.0% 
Sell 12 1.5% 25.0% 
 801 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
  
Canaccord Research Disclosures as of 3 November 2011 
 CompanyCompanyCompanyCompany    DisclosDisclosDisclosDisclosureureureure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    
 Bell Aliant Inc.Bell Aliant Inc.Bell Aliant Inc.Bell Aliant Inc.    1A, 2, 71A, 2, 71A, 2, 71A, 2, 7    
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1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 
companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
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revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
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securities held by a research analyst account. 
  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2011. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2011. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2011. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$28.24 - 34.82 
Avg. Daily Vol. (000s): 502.5 
Market Cap (M): C$6,407 
Shares Out (M): 189.0 
Current Dividend: C$1.20 
Current Dividend Yield %: 3.5 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2010A2010A2010A2010A    2011A2011A2011A2011A    2012E2012E2012E2012E    2013E2013E2013E2013E    
EPS: C$1.61 C$1.67 C$1.75 C$1.80 
P/E (x): 21.1 20.3 19.4 18.8 
CFPS: C$4.23 C$4.44 C$4.57 C$4.67 
P/CF (x): 8.0 7.6 7.4 7.3 
 
SHARE PRICE PERFORMANCE:  

 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international utility company 
with assets over $13.6 billion. Regulated holdings 
include electric distribution utilities in Alberta, BC, 
Ontario, Newfoundland, PEI and two Caribbean countries 
and a natural gas utility in BC. Fortis owns non-regulated 
generation assets across Canada and in Belize and 
Upper New York State. It also owns and operates hotels 
and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

Q4 RESULTS IN LINE; 2012 GROWTH 
POTENTIALLY HAMPERED BY COST 
OF CAPITAL REVIEW IN BC  
Investment recommendation 

Fortis Inc. reported fourth quarter earnings per share of $0.46, in line 
with the consensus estimate. The company’s earnings continue to 
benefit from a high level of capital spending (about $1 billion) at its 
utility operations in 2011, particularly at its Western Canadian utilities. 
While continued capital spending in 2012 should help improve earnings, 
the growth profile may be muted in the near term by the dilutive impact 
of its June 2011 10.3-million-share issuance and the November 2011 
debenture conversion for 1.3 million shares. In addition, the British 
Columbia Utilities Commission (BCUC) is initiating a Generic Cost of 
Capital review that could potentially negatively impact the allowed 
return at its natural gas utility. Our $1.75 EPS estimate for 2012 does 
not reflect a lower return that could arise from the BCUC’s review. With 
its five-year capital budget of $5.5 billion (most of which is anticipated to 
be spent at the company’s electric utility operations), we expect to see 
consistent and stable growth in earnings and dividends over the 
medium term. The company continues to seek out acquisitions of US-
based electric utility assets which could have an impact on future 
earnings growth. We are maintaining our HOLD rating and C$33.00 
target price.  

Investment highlights 

• HOLD rating and C$33.00 target price maintained 
• No change to 2012 and 2013 earnings estimates of $1.75 and 

$1.80, respectively 
o But possibility of lower returns on BC utilities could 

reduce 2012 EPS expectation 
• Reported Q4/11 EPS of $0.46 and full-year 2011 of $1.67 

 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

Our target price is derived from a combination of valuation metrics that include earnings 
and dividend yields relative to long-term interest rates, dividend discount models, and 
earnings and cash flow multiples relative to both historical valuation and Fortis’ utility and 
pipeline peers. 

Outlook 

We are maintaining our 2012 and 2013 earnings estimates of $1.75 and $1.80 per share, 
respectively. A majority of the company’s growth over the next few years will likely come 
from its regulated utility businesses, where the company plans to spend $3.5 billion 
towards its electric utilities and $1.3 billion towards its gas utilities through 2016. The 
remaining $0.7 billion of its $5.5 billion capital program is scheduled to be invested in 
non-regulated businesses (including the 335 MW, $900 million Waneta Expansion Project – 
51%-owned by Fortis). In addition, the company continues to look for US-based regulated 
electric acquisition opportunities. Fortis believes that it could manage an acquisition with 
an enterprise value up to $5 billion, and would consider financial partners for larger 
acquisitions. While more recent transactions have occurred at higher valuations, we note 
that management maintains a disciplined approach, as evidenced by its refusal to enter a 
bidding war to acquire Central Vermont Public Service. With approximately 90% of its 
earnings generated from utility operations, Fortis holds a stable asset portfolio with modest 
earnings and dividend growth.   

Earnings summary 

Fortis reported fourth quarter earnings of $0.46 per share, versus $0.49 last year and in 
line with the consensus estimate. Regulated earnings were $5 million ($0.03 per share) 
higher compared to the same period last year. Most of the regulated earnings improvement 
was due to rate base additions at FortisBC Energy and Fortis Alberta. The increases were 
partially offset by unfavourable foreign exchange movements, as well as higher 
amortization expense at the company’s Caribbean operations, which reduced earnings by 
$2 million in the quarter. The company’s non-regulated operations were lower due to 
higher taxes in the Properties division. While recurring earnings were slightly better than 
last year, the impact of a share issue in the second quarter of 2011 had a dilutive impact 
on the per-share results. For the full year, recurring earnings per share was $1.67, ahead 
of $1.61 recorded for the previous year. For additional details on the fourth quarter and 
full-year results, please refer to Figures 1 and 2. 

Noteworthy items 

• Capital expenditures 
o $1.2 billion capex in 2011 
o $1.3 billion to be spent in 2012 

§ ~$1 billion in regulated operations 
o $5.5 billion expected from 2012 through 2016 

• Regulatory 
o Fortis Alberta 

§ Lower allowed ROE for 2011 – 8.75%, down from 9% in 2010 
• Retroactive adjustment made in Q4/11 for $2 million 
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§ 2012 rate decision expected in first half of 2012 
§ “Performance-base regulation” decision expected in 2012 

o Newfoundland Power 
§ Suspended use of formula approach to calculate ROE  

• 2012 interim rate of 8.38%; pending review of actual cost of 
capital and risk profile 

• Could provide modest improvement in returns 
o FortisBC 

§ Regulator announced a Generic Cost of Capital proceeding in 
November 2011 

• Gas and electric utility ROEs maintained pending outcome of 
the proceeding 

• Process expected to be outlined in the coming months 
• Potential for lower returns 

• Converted US$40 million of convertible debentures into 1.4 million shares 
• Submitted compensation claim to Belize Government for expropriated Belize Electricity 

assets. 
o Received appraisal from government that was materially lower than Fortis’ 

independent valuation 
o No current plans to expropriate BECOL 

§ Book value of $154 million ($0.82 per share)  
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Figure 1: Fortis’ fourth quarter earnings details 
 

Fourth Quarter EarningsFourth Quarter EarningsFourth Quarter EarningsFourth Quarter Earnings

Millions of dollars 2010201020102010 2011201120112011 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies $45 $51 13.3%

Newfoundland Power $9 $9 0.0%

FortisAlberta $17 $18 4.6%

FortisBC Electric $10 $11 10.0%

Other Canadian Regulated Utilities $5 $4  (20.0%)

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $86$86$86$86 $93$93$93$93 7.9%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $5$5$5$5 $3$3$3$3  (33.3%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $5 $5 0.0%

Fortis Properties $7 $5  (28.6%)

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $12$12$12$12 $10$10$10$10  (16.7%)

Corporate and Consolidated Adjustments ($18) ($19) 5.6%
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $85$85$85$85 $87$87$87$87 2.7%
Non-recurring items $0 ($1)
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $85$85$85$85 $86$86$86$86 1.4%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.49$0.49$0.49$0.49 $0.46$0.46$0.46$0.46  (5.0%)

Non-recurring items $0.00 ($0.01) n.m.
Reported $0.49 $0.46  (6.2%)

Cash Flow Per Share $1.20 $1.23 2.3%

Average Shares Outstanding (mln) 173.9       188.1       8.2%

RegulatedRegulatedRegulatedRegulated
Earnings $91 $96 5.8%
% of total 107% 110%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $12 $10  (16.7%)
% of total 14% 11%

CorporateCorporateCorporateCorporate
Earnings ($18) ($19)  (5.6%)
% of total  (21.2%)  (21.8%)

$2 M accrual recognized in Q4 related to lower 
allowed return for 2011 at FortisAlbertra. 

Result of continued rate base growth and lower 
than expected tax,  financing  and amortization 
expenses. 

Unfavourable FX impact and higher amortization 
expense. No contribution from Belize Electricity - 
(its contribution in Q4/10 was a loss of $0.5 M).

Higher corporate income tax partly offset by 
incremental earnings contribution from Winnipeg 
hotel acquisition in October 2011.

In line with 46¢ consensus estimate and slightly 
below our 49¢ estimate.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Figure 2: Fortis’ 2011 earnings details 
 

Full Year EarningsFull Year EarningsFull Year EarningsFull Year Earnings

Millions of dollars 2010201020102010 2011201120112011 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies $126 $139 10.3%

Newfoundland Power $35 $35 0.0%

FortisAlberta $67 $74 9.9%

FortisBC Electric $42 $49 16.7%

Other Canadian Regulated Utilities $19 $22 15.8%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $289$289$289$289 $319$319$319$319 10.3%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $23 $20  (11.1%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $19 $18  (5.3%)

Fortis Properties $26 $22  (16.7%)

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $45$45$45$45 $40$40$40$40  (11.8%)

Corporate and Consolidated Adjustments ($78) ($76)  (3.2%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $278$278$278$278 $303$303$303$303 8.7%

Non-recurring items $6 $15
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $285$285$285$285 $318$318$318$318 11.8%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $1.61$1.61$1.61$1.61 $1.67$1.67$1.67$1.67 3.5%

Non-recurring items $0.04 $0.08 n.m.
Reported $1.65 $1.75 6.4%

Cash Flow Per Share $4.23 $4.44 5.1%

Average Shares Outstanding (mln) 172.9       181.6         5.0%

RegulatedRegulatedRegulatedRegulated
Earnings $312 $339 8.7%

% of total 112% 112%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Earnings $45 $40  (11.8%)
% of total 16% 13%

CorporateCorporateCorporateCorporate
Earnings ($78) ($76) 3.2%

% of total  (28.0%)  (24.9%)

Slightly below the consensus estimate and our 
estimate of $1.70 per share.

Increased earnings from rate base growth 
including assets under construction; offset slightly 
from lower allowed ROE retroactively enacted for 
the full year in Q4 2011.

Increased rate base and increased contribution 
from non-regulated operations. Also includes 
favourable quarterly timing issues. 

Does not include contribution from Belize Electricity 
which was expropriated in Q2 2011.

Includes, $11 M after tax break-up fee for CVPS 
acquisition attempt; $1.5 M earnings recognized in 
2011 related to 2010 period; $1.5 M of gain on 
sales.

 
 

Source: Fortis Inc, Canaccord Genuity 
  

Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock price 
target for Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international operations have 
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currency rate exposure and liquidity risks associated with those currencies; (3) credit risk 
of contract counterparties could improve or deteriorate; (4) debt refinancing at different 
interest rates could impact the income of the company; (5) equipment failure or extreme 
weather conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; (7) change 
in regulatory or political climate could impact profitability and future growth and 
development of Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased labour 
costs or service interruptions arising from labour disputes; (9) economic conditions, which 
may impact demand for products and services, peer group valuation, access to capital, and 
share trading liquidity; and (10) Fortis holds investments in commercial real estate and 
hotel properties which are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis' material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 2 February 2012) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe                    
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 481 60.2% 34.9% 
Speculative Buy 87 10.9% 73.6% 
Hold 215 26.9% 20.9% 
Sell 16 2.0% 25.0% 
 799 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 9 February 2012 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available on requestAdditional information is available on requestAdditional information is available on requestAdditional information is available on request.... 

Copyright © Canaccord Genuity Corp. 2012. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2012. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2012. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$28.24 - 34.39 
Avg. Daily Vol. (000s): 519.2 
Market Cap (M): C$6,151 
Shares Out (M): 188.3 
Current Dividend: C$1.20 
Current Dividend Yield %: 3.7 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2010A2010A2010A2010A    2011A2011A2011A2011A    2012E2012E2012E2012E    2013E2013E2013E2013E    
EPS: C$1.61 C$1.67 C$1.75 C$1.80 
P/E (x): 20.3 19.6 18.7 18.1 
CFPS: C$4.23 C$4.42 C$4.55 C$4.65 
P/CF (x): 7.7 7.4 7.2 7.0 
 
SHARE PRICE PERFORMANCE:  

 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international utility company 
with assets over $13.6 billion. Regulated holdings 
include electric distribution utilities in Alberta, BC, 
Ontario, Newfoundland, PEI and two Caribbean countries 
and a natural gas utility in BC. Fortis owns non-regulated 
generation assets across Canada and in Belize and 
Upper New York State. It also owns and operates hotels 
and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

SECOND TIME'S A CHARM? TO 
ACQUIRE NEW YORK-BASED UTILITY  
Investment recommendation 

Fortis announced the acquisition of CH Energy Group (CHG : 
NYSE | Not Rated) for US$1.5 billion, including the assumption of 
about US$500 million of debt. The purchase price of 
US$65/share in cash represents a 10.5% premium to the closing 
price of CH Energy’s common shares on Friday, February 17, 
2012. We believe that the acquisition could contribute $0.02 or 
more per share to full-year earnings, depending on the final 
financing structure. The acquisition does not come as a major 
surprise since management has long indicated that it is seeking 
to expand into the US, where regulatory returns have generally 
been more attractive. We are maintaining our C$33.00 target 
price and EPS estimates of $1.75 and $1.80 per share for 2012 
and 2013, respectively, until further details are provided on 
permanent financing. Our HOLD rating is maintained.   

Investment highlights 

• Maintaining HOLD rating and C$33.00 target price 
• Acquiring CH Energy Group for US$ 1.5 billion 

o Includes US$500 million of debt 
o Represents ~1.45x regulated rate base; ~2x deemed 

equity 
o Expected to close in Q1/13  

• 2012 and 2013 estimates unchanged 
o Depending on permanent financing, expected to be 

accretive by $0.02 or more to annual EPS. 

 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Valuation 

Our target price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, dividend 
discount models, and earnings and cash flow multiples relative to both historical 
valuation and its utility and pipeline peers. 

Summary 

CH Energy Group is an electric and gas utility based in New York State with a 
regulated rate base of approximately $1 billion, as well as non-regulated assets of 
approximately $90 million. The $1.5 billion consideration paid by Fortis 
represents a ~45% premium to the 2013 regulated rate base. We note that the 
premium to rate base, although rich, is in line with recent utility transactions in 
the United States. In addition, equity returns afforded in the US are relatively 
higher than those in Canada. CH Energy’s current three-year rate plan ending 
2013 provides for a 10% return on a 48% equity base. Depending on the 
permanent financing structure, we believe that the acquisition will be modestly 
accretive by $0.02 or more to annual EPS. We note that, with the $340 million 
common equity issue in 2011 (which was partly to be used to finance the failed 
Central Vermont Public Service acquisition), Fortis can take on a bit more 
leverage to finance the CH Energy purchase. However, we expect that Fortis 
would need to raise about $500 million of equity to fund the acquisition, which 
could overhang the stock in the near term.  

CH Energy’s regulated utility has planned capital expenditures in excess of 
US$100 million on average per year through 2016, although management expects 
capital expenditures could be modestly higher on average, which would represent 
an average annual 7.5% growth to rate base. Depending on interest rates used to 
finance a portion of the acquisition, we estimate that the returns could initially be 
around 6.5%, rising with rate base growth. The non-regulated assets represent a 
small portion of the business, and its earnings contributions are expected to be a 
couple of million dollars annually.  

Fortis is very familiar with regulated assets, with almost 90% of its earnings 
generated from regulated operations in Canada and the Caribbean. The 
acquisition of CH Energy does not come as a surprise and is in line with the 
company’s stated strategy to enter the US regulated utility arena (recall its 
interest in acquiring Central Vermont Public Service last year). If successful, this 
acquisition will be Fortis’ first foray into the US, and may be a beachhead for 
additional US utility purchases in the future. Given the company previously 
indicated that it could complete US acquisitions with an enterprise value of up to 
$5 billion on its own (and larger acquisitions with a financial partner), we do not 
rule out the possibility that Fortis could make further acquisitions of US-based 
utilities.  
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Acquisition details 

• Acquiring CH Energy Group for US$1.5 billion    
o Includes the assumption of US$500 million debt    
o Purchasing CH Energy common shares at US$65/share in cash    

§ 10.5% premium to last close    
o ~$20 million break fee 

• Regulated rate base ~US$1 billion expected in 2013    
o Three-year rate settlement ending June 2013    

§ 48% equity portion    
§ 10% ROE through 2013    

• The assets:    
o Central Hudson Gas & Electric Corp.    

§ Regulated electric and gas transmission and distribution utility    
§ Operates in eight counties in the Mid-Hudson River Valley, NY    
§ Regulated by the New York Public Service Commission    
§ Debt rating/outlook    

• S&P: A/stable     
• Fitch: A/stable    
• Moody’s: A3/stable    

§ Electric business 
• 300,000 electric customers     
• 9,600 miles of distribution lines 
• 600 miles of transmission lines 
• 1,225 MW peak demand in 2011 
• 77% of regulated assets 

§ Gas business 
• 75,000 natural gas customers 
• 1,900 miles of distribution pipelines 
• 160 miles of transmission pipelines 
• 115,807 Mcf peak demand in 2011 
• 23% of regulated assets 

o Griffith Energy Services  
§ Fuel distribution company 
§ Operates in 10 Mid-Atlantic states 
§ US$90 million assets 

• Closing subject to: 
o CH Energy shareholder approval 
o Regulatory approval 

§ New York Public Service 
§ Federal Energy Regulatory Commission 
§ Hart-Scott Rodino Act waiting period 

o Customary closing conditions 
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Investment risks 

Some of the specific risk factors that pertain to the projected 6- to 12-month stock 
price target for Fortis are as follows: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; 
(2) international operations have currency rate exposure and liquidity risks 
associated with those currencies; (3) credit risk of contract counterparties could 
improve or deteriorate; (4) debt refinancing at different interest rates could 
impact the income of the company; (5) equipment failure or extreme weather 
conditions could adversely affect operating facilities; (6) change in public policy on 
environmental health and safety risk could impose unexpected costs on Fortis; 
(7) change in regulatory or political climate could impact profitability and future 
growth and development of Fortis; (8) the inability to maintain, or to renew, the 
collective bargaining agreements with unionized workers on acceptable terms 
could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions, which may impact demand for products and 
services, peer group valuation, access to capital, and share trading liquidity; and 
(10) Fortis holds investments in commercial real estate and hotel properties that 
are subject to operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 2 February 2012) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe                    
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 481 60.2% 34.9% 
Speculative Buy 87 10.9% 73.6% 
Hold 215 26.9% 20.9% 
Sell 16 2.0% 25.0% 
 799 100%   

     
Canaccord Ratings 
System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Research Disclosures as of 21 February 2012 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, and Canaccord Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
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Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

     
For United Kingdom 
Residents: 

This investment research is distributed in the United Kingdom, as third party research by Canaccord Genuity 
Limited, which is authorized and regulated by the Financial Services Authority. This research is for 
distribution only to  persons who are Eligible Counterparties or Professional Clients only and is exempt from 
the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the communication of 
invitations or inducements to engage in investment activity on the grounds that it is being distributed in the 
United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) 
(High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or 
indirectly, to any other class of persons. This material is not for distribution in the United Kingdom to retail 
clients, as defined under the rules of the Financial Services Authority. 

     
For United States 
Residents: 

Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this Investment Research 
and its dissemination in the United States. This Investment Research is intended for distribution in the United 
States only to certain US institutional investors. US clients wishing to effect transactions in any Designated 
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Investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analyst(s) 
preparing this report that are not employed by Canaccord Genuity Inc are resident outside the United States 
and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may not be 
subject to Rule 2711 restrictions on communications with a subject company, public appearances and trading 
securities held by a research analyst account. 

  
For European Residents: If this Investment Research is intended for disclosure in any jurisdiction other than the United Kingdom, the 

US or Canada, then the relevant rules and regulatory requirements of that jurisdiction will apply.    
  
 Additional information is available oAdditional information is available oAdditional information is available oAdditional information is available on request.n request.n request.n request. 

Copyright © Canaccord Genuity Corp. 2012. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2012. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2012. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. None of the 
material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 
other party, without the prior express written permission of the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$28.24 - 34.39 
Avg. Daily Vol. (000s): 552.2 
Market Cap (M): C$6,516 
Shares Out (M): 189.3 
Current Dividend: C$1.20 
Current Dividend Yield %: 3.5 
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2010A2010A2010A2010A    2011A2011A2011A2011A    2012E2012E2012E2012E    2013E2013E2013E2013E    
EPS: C$1.61 C$1.67 C$1.70 C$1.80 
P/E (x): 21.4 20.6 20.2 19.1 
CFPS: C$4.23 C$4.42 C$4.50 C$4.65 
P/CF (x): 8.1 7.8 7.7 7.4 
 
SHARE PRICE PERFORMANCE:  

 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international utility company 
with assets over $13.6 billion. Regulated holdings 
include electric distribution utilities in Alberta, BC, 
Ontario, Newfoundland, PEI and two Caribbean countries 
and a natural gas utility in BC. Fortis owns non-regulated 
generation assets across Canada and in Belize and 
Upper New York State. It also owns and operates hotels 
and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

OPERATIONS PERFORMING WELL, 
BUT SOME EARNINGS UNCERTAINTY 
EXISTS  
Investment recommendation 

We are maintaining our HOLD rating and C$33.00 target price 
on the shares of Fortis. The company reported first quarter 
recurring earnings of $0.66 per share, in line with our 
expectations and the consensus estimate. Overall, Fortis’s 
businesses continue to perform well, with minor give and takes 
within the various operating segments during the quarter. We 
are lowering our 2012 earnings estimate by $0.05 per share to 
$1.70 to reflect lower expected earnings at FortisBC Electric due 
to the elimination of incentive earnings from the discontinuation 
of the performance-based, rate-setting (PBR) mechanism. We 
note that, although still achievable, EPS of $1.75 this year would 
be at the high range of expectations. Our 2013 EPS estimate is 
unchanged at $1.80. Beyond 2013, earnings should continue to 
benefit from the company’s planned $5.5 billion capital 
expenditure program (2012-2016), primarily in utility operations.   

Valuation 

Our target price is derived from a combination of valuation 
metrics that include earnings and dividend yields relative to long-
term interest rates, dividend discount models, and earnings and 
cash flow multiples relative to both historical valuation and its 
utility and pipeline peers. 

 

http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx
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Investment highlights 

• Q1 EPS of $0.66, in line with $0.67 consensus estimate 
o Higher rate base and strong hydrology at non-regulated Belize assets 

helped results  
o Absence of incentive earnings at FortisBC Electric and higher shares 

outstanding weighed on earnings 
• Maintain HOLD rating and C$33.00 target price 

o 2012 EPS estimate lowered to $1.70 from $1.75 due to the impact of 
elimination of PBR at FortisBC  

o 2013 EPS estimate unchanged at $1.80 
• BCUC Generic Cost of Capital Proceeding introduces 2013 EPS risk 

Outlook 

We are lowering our 2012 estimate to $1.70 from $1.75 to reflect slightly lower 
earnings expectations from the discontinuation of the PBR mechanism at FortisBC 
Electric. The PBR mechanism had allowed Fortis to share with ratepayers any 
cost savings the company achieved to allow it to earn above its regulated return. 
Note that we do not include any acquisition-related costs related to the pending 
$1.5 billion purchase of CH Energy in our 2012 and 2013 EPS estimates.  

Overall, Fortis’s operations continue to perform in line with expectations. The 
company derives the majority of its earnings from regulated operations that can 
be influenced by changes in deemed returns and capital structure from regulatory 
decisions. While we are maintaining our 2013 EPS estimate of $1.80, we note 
that there remains some uncertainty surrounding the British Columbia Utilities 
Commission’s (BCUC) Generic Cost of Capital Proceeding. A decision from the 
BCUC is expected late in the year and could result in a lower allowed ROE at 
Fortis’s BC operations beginning in 2013 (not retroactively). We estimate that the 
impact of a 100 bps decline at Fortis’ BC utilities could reduce earnings by up to 
$0.10 per share.  

Fortis has a $5.5 billion capital expenditure program through 2016, which should 
continue to drive earnings and dividend growth. In addition, the acquisition of CH 
Energy Group Inc. is expected to be immediately (albeit likely modestly) accretive 
once it closes (expected by the end of Q1/13). Although the company’s balance 
sheet is strong with debt to total capital at ~55% (below its 60% target), the 
company will need to issue common equity to partially fund the purchase. We 
expect the company to access the equity market in late 2012 or early 2013, when 
the close of its acquisition of CH Energy becomes more certain.  

First quarter earnings summary 

Fortis reported first quarter recurring earnings of $0.66, in line with our estimate 
and the consensus estimate. Note that our recurring earnings calculation does not 
include $4 million of pre-tax costs related to the company’s proposed acquisition 
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of CH Energy, or $1.5 million of non-cash foreign exchange translation losses 
associated with the company’s expropriated Belizean assets. Compared to Q1/11, 
earnings were flat. Rate-based growth in the western utility operations, and the 
timing of certain expenses at FortisBC Energy Companies, improved earnings; a 
return to normal hydrology in Belize also boosted the contribution from Fortis’ 
non-regulated power generation segment. These factors were offset by lower 
earnings from FortisBC Electric due to the discontinuation of the PBR, the 
Caribbean utility operations that no longer receive contributions from Belize 
Electricity, which was expropriated by the Belize government in the second 
quarter of last year, and the dilutive impact of an 8% increase in the shares 
outstanding. For additional details on first quarter results, please refer to Figure 
1. 

Noteworthy items 

Regulatory 

• BCUC Generic Cost of Capital decision expected in late 2012 
o Will not be retroactive 

• Applications filed with state and federal regulators seeking approval of CH 
Energy acquisition  

o Expected close end of Q1/13 
• FortisBC Electric – written hearing process to review prudency of 

~$29 million of capex 
• Caribbean Utilities - US$122 million of non-generation capex approved 

Financing 

• $2 billion of unused credit facilities available for consolidated entity 
• Newfoundland Power extended term of $100 million credit facility by two 

years to August 2017 
• FortisBC Electric extended term of $150 million credit facility 

o $100 million maturing in May 2015 
o $50 million maturing in May 2013 

• Requested increase for Corporate credit facility to $1 billion from 
$800 million, as per credit facility agreement 

o Increase expected in May 2012 

Other 

• No new developments in matters related to expropriated Belize assets 
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Figure 1: Fortis first quarter earnings breakdown 
 

First Quarter EarningsFirst Quarter EarningsFirst Quarter EarningsFirst Quarter Earnings
Millions of dollars 2011201120112011 2012201220122012 ChangeChangeChangeChange
 (except per share data) Favourable

(Unfavourable)
Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies $76 $82 7.9%

Newfoundland Power $7 $7 0.0%

FortisAlberta $19.7 $21.0 6.6%

FortisBC Electric $19 $16  (15.8%)

Other Canadian Regulated Utilities $6 $7 16.7%

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $128$128$128$128 $133$133$133$133 4.2%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $4$4$4$4 $3$3$3$3  (25.0%)

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $3 $5 66.7%

Fortis Properties $1 $1 n.m.

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $4$4$4$4 $6$6$6$6 71.4%

Corporate and Consolidated Adjustments ($20) ($17)  (15.0%)
Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $115$115$115$115 $125$125$125$125 8.5%
Non-recurring items $1.5 ($4.5) n.m. 
Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $117$117$117$117 $121$121$121$121 3.3%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.66$0.66$0.66$0.66 $0.66$0.66$0.66$0.66 0.5%

Non-recurring items $0.01 ($0.02) n.m.
Reported $0.67 $0.64  (4.4%)

Cash Flow Per Share $1.38 $1.32 n.m.

Average Shares Outstanding (mln) 175.0       189.0            8.0%

RegulatedRegulatedRegulatedRegulated
Earnings $132 $136 3.3%
% of total 114% 109%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated
Earnings $4 $6 71.4%
% of total 3% 5%

CorporateCorporateCorporateCorporate
Earnings ($20.0) ($17.0) 15.0%
% of total  (17.4%)  (13.6%)

Capital StructureCapital StructureCapital StructureCapital Structure
Debt & working capital $6,284 55%
Equity $3,901 34%
Preferred shares $912 8%

Non-controlling interests $246 2%
Total capital $11,343 100%

March 31, 2012March 31, 2012March 31, 2012March 31, 2012

Experienced lower power purchase costs but cost 
sharing mechanism no longer in place.

Lower effective income taxes due to lower statutory 
tax rates.

Return to normal hydrology in Belize.

$4 M pre-tax expenses related to acquisition of CH 
Energy Group. $1.5 M pre-tax negative FX 
adjustment related to expropriated asset, Belize 
Electricity. 

In line with both our estimate and the consensus 
67¢ estimate.

Increase due to the timing of certain expenses not 
recognized this quarter and growth in rate base.

Public offering of 10.3 M common shares in June 
2011.

Very stable earnings.

Some room for additional leverage.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Investment risks 

Some of the specific risk factors that pertain to the projected stock price target for 
Fortis are as follows: (1) price movement in electricity rates and commodities 
used for electricity generation could impact profitability; (2) international 
operations have currency rate exposure and liquidity risks associated with those 
currencies; (3) credit risk of contract counterparties could improve or deteriorate; 
(4) debt refinancing at different interest rates could impact the income of the 
company; (5) equipment failure or extreme weather conditions could adversely 
affect operating facilities; (6) change in public policy on environmental health and 
safety risk could impose unexpected costs on Fortis; (7) change in regulatory or 
political climate could impact profitability and future growth and development of 
Fortis; (8) the inability to maintain, or to renew, the collective bargaining 
agreements with unionized workers on acceptable terms could result in increased 
labour costs or service interruptions arising from labour disputes; (9) economic 
conditions, which may impact demand for products and services, peer group 
valuation, access to capital, and share trading liquidity; and (10) Fortis holds 
investments in commercial real estate and hotel properties that are subject to 
operating risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 2 April 2012) 

        Coverage UniverCoverage UniverCoverage UniverCoverage Universesesese                    
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 503 59.3% 31.0% 
Speculative Buy 91 10.7% 73.6% 
Hold 232 27.4% 18.5% 
Sell 22 2.6% 9.1% 
 848 100%   

     
Canaccord Genuity 
Ratings System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Genuity Research Disclosures as of 2 May 2012 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 FortFortFortFortis Inc.is Inc.is Inc.is Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, Canaccord Genuity Securities LLC, and Canaccord 
Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Securities LLC, a US broker-dealer with 
principal offices located in New York or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
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reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

  
For United States 
Residents: 

Canaccord Genuity Inc. and Canaccord Genuity Securities LLC, US registered broker-dealers, accept 
responsibility for this Investment Research and its dissemination in the United States. This Investment 
Research is intended for distribution in the United States only to certain US institutional investors. US clients 
wishing to effect transactions in any Designated Investment discussed should do so through a qualified 
salesperson of Canaccord Genuity Inc. or Canaccord Genuity Securities LLC. Analyst(s) preparing this report 
that are not employed by Canaccord Genuity Inc. or Canaccord Genuity Securities LLC are resident outside 
the United States and are not associated persons or employees of any US regulated broker-dealer. Such 
analyst(s) may not be subject to Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. 
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For United Kingdom and 
European Residents: 

This investment research is distributed in the United Kingdom and elsewhere Europe, as third party research 
by Canaccord Genuity Limited, which is authorized and regulated by the Financial Services Authority. This 
research is for distribution only to  persons who are Eligible Counterparties or Professional Clients only and 
is exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the 
communication of invitations or inducements to engage in investment activity on the grounds that it is being 
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment 
Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be 
distributed or passed on, directly or indirectly, to any other class of persons. This material is not for 
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the 
Financial Services Authority.  

     
For Jersey, Guernsey 
and Isle of Man 
Residents: 

This research is sent to you by Collins Stewart (CI) Limited ("CSCI") for information purposes and is not to be 
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. 
This research has been produced by a group company for circulation to its institutional clients and also CSCI. 
Its contents have been approved by CSCI and we are providing it to you on the basis that we believe it to be of 
interest to you. This statement should be read in conjunction with your client agreement, CSCI's current 
terms of business and the other disclosures and disclaimers contained within this research. If you are in any 
doubt, you should consult your financial adviser. 
CSCI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services 
Commission and the Isle of Man Financial Supervision Commission. CSCI is registered in Guernsey and is a 
wholly owned subsidiary of Canaccord Financial Inc. 

  
 Additional information is available on requestAdditional information is available on requestAdditional information is available on requestAdditional information is available on request.... 

Copyright © Canaccord Genuity Corp. 2012. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2012. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2012. – Member FINRA/SIPC 
Copyright © Canaccord Genuity Securities LLC 2012. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. and 
Canaccord Genuity Securities LLC. None of the material, nor its content, nor any copy of it, may be altered in 
any way, or transmitted to or distributed to any other party, without the prior express written permission of 
the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$28.24 - 34.98 
Avg. Daily Vol. (000s): 546.3 
Market Cap (M): C$6,262 
Shares Out (M): 189.3 
Current Dividend: C$1.20 
Current Dividend Yield %: 3.6 
  
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2010A2010A2010A2010A    2011A2011A2011A2011A    2012E2012E2012E2012E    2013E2013E2013E2013E    
EPS: C$1.61 C$1.67 C$1.70 C$1.80 
P/E (x): 20.5 19.8 19.5 18.4 
CFPS: C$4.23 C$4.42 C$4.50 C$4.65 
P/CF (x): 7.8 7.5 7.4 7.1 
     
 
SHARE PRICE PERFORMANCE:  

 
 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international utility company 
with assets over $13.6 billion. Regulated holdings 
include electric distribution utilities in Alberta, BC, 
Ontario, Newfoundland, PEI and two Caribbean countries 
and a natural gas utility in BC. Fortis owns non-regulated 
generation assets across Canada and in Belize and 
Upper New York State. It also owns and operates hotels 
and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
Refer to page 2 for target price valuation methodology. 

Infrastructure -- Utilities 

RAISES EQUITY FOLLOWING CH 
ENERGY SHAREHOLDER APPROVAL 
OF ACQUISITION  
Investment recommendation 

The shareholders of CH Energy voted 92% in favour of Fortis’ 
acquisition of the New York natural gas and electric transmission and 
distribution utility at US$65 per share. Also, Fortis announced a $601 
million bought deal offering of subscription receipts ($691 million if the 
over-allotment is exercised) to fund a portion of the acquisition. Both 
announcements were expected and were previously factored into our 
financial analysis. The acquisition is expected to close in Q1/13 and is 
subject to approval by the Federal Energy Regulatory Commission, the 
Federal Trade Commission, and the Public Service Commission, along 
with other normal closing conditions. As announced in February, Fortis 
is paying $1.5 billion (including the assumption of ~US$500 million of 
debt), which we calculate to be about a 45% premium to rate base and 
96% premium to equity. While we expect the acquisition to be accretive 
to annual earnings per share beginning in 2013, given the full price 
being paid for CH Energy, we estimate the accretion to be only a few 
cents per share on an annual basis (depending on the cost of permanent 
debt financing). With planned capital investments of $100 million 
annually through 2016 into CH Energy’s rate base, we expect the 
forecast return to improve over time.   

Investment highlights 

• Receives CH Energy shareholder approval for acquisition 
o US$1.5 billion, includes US$500 million debt assumption 
o Expected to close in Q1/13 

• Acquisition expected to be slightly accretive to full year earnings 
• $601 million subscription receipt offering to partially fund the 

acquisition 
• HOLD rating and C$33.00 target price unchanged 

http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx
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Valuation 

Our 12-month target price is derived from a combination of valuation metrics that include 
earnings and dividend yields relative to long-term interest rates, dividend discount models, 
and earnings and cash flow multiples relative to both historical valuation and its utility and 
pipeline peers. 

Investment risks 

Some of the specific risk factors that pertain to our projected 12-month stock price target 
for Fortis include, but are not limited to: (1) price movements in electricity rates and 
commodities used for electricity generation could impact profitability; (2) international 
operations have currency rate exposure and liquidity risks associated with those 
currencies; (3) credit risk of contract counterparties could improve or deteriorate; (4) debt 
refinancing at different interest rates could impact the income of the company; (5) 
equipment failure or extreme weather conditions could adversely affect operating facilities; 
(6) change in public policy on environmental health and safety risk could impose 
unexpected costs on Fortis; (7) change in regulatory or political climate could impact 
profitability and future growth and development of Fortis; (8) the inability to maintain, or 
to renew, the collective bargaining agreements with unionized workers on acceptable 
terms could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions which may impact demand for products and services, 
peer group valuation, access to capital and share trading liquidity; (10) Fortis holds 
investments in commercial real estate and hotel properties which are subject to operating 
risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this investment 

research hereby certifies that (i) the recommendations and opinions expressed in this investment research 
accurately reflect the authoring analyst’s personal, independent and objective views about any and all of the 
designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by the authoring analyst in the investment 
research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 7 June 2012) 

    Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe        

      IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 589 60.7% 29.4% 
Speculative Buy 87 9.0% 51.7% 
Hold 264 27.2% 12.5% 
Sell 30 3.1% 3.3% 

 970 100.0%   
     
Canaccord Genuity 
Ratings System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Genuity Research Disclosures as of 19 June 2012 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this investment research has provided services to the 
relevant issuer for remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a long position in the shares or derivatives, or has any other 
financial interest in the relevant issuer, the value of which increases as the value of the underlying equity 
increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this investment research, has a short position in the shares or derivatives, or has any 
other financial interest in the relevant issuer, the value of which increases as the value of the underlying 
equity decreases. 

10 Those persons identified as the author(s) of this investment research, or any individual involved in the 
preparation of this investment research, have purchased/received shares in the relevant issuer prior to a 
public offering of those shares, and such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, Canaccord Genuity or its affiliate 
companies, in the aggregate, beneficially owned 1% or more of any class of the total issued share capital or 
other common equity securities of the relevant issuer or held any other financial interests in the relevant 
issuer which are significant in relation to the investment research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this investment research, or the prior 
month end if publication is within 10 days following a month end, the relevant issuer owned 1% or more of 
any class of the total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, Canaccord Genuity Securities LLC, and Canaccord 
Genuity Corp.  
The authoring analysts who are responsible for the preparation of this investment research are employed by 
Canaccord Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, 
Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, 
New York, San Francisco and Houston or Canaccord Genuity Securities LLC, a US broker-dealer with 
principal offices located in New York or Canaccord Genuity Limited., a UK broker-dealer with principal 
offices located in London and Edinburgh (UK). 
In the event that this is compendium investment research (covering six or more relevant issuers), Canaccord 
Genuity and its affiliated companies may choose to provide specific disclosures of the subject companies by 
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reference, as well as its policies and procedures regarding the dissemination of investment research. To 
access this material or for more information, please send a request to Canaccord Genuity Research, Attn: 
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2 or 
disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this investment research have received (or 
will receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the investment research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this investment research and may trade in any of the 
designated investments mentioned herein either for their own account or the accounts of their customers, in 
good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated 
companies, principals or employees (other than the authoring analyst(s) who prepared this investment 
research) may at any time have a long or short position in any such designated investments, related 
designated investments or in options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of investment research. This investment 
research has been prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, 
and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is 
available upon request.  
The information contained in this investment research has been compiled by Canaccord Genuity from sources 
believed to be reliable, but (with the exception of the information about Canaccord Genuity) no representation 
or warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person 
as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified 
the facts, assumptions, and estimates contained herein. All estimates, opinions and other information 
contained in this investment research constitute Canaccord Genuity’s judgement as of the date of this 
investment research, are subject to change without notice and are provided in good faith but without legal 
responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this investment research. Canaccord Genuity’s affiliates, principal 
trading desk, and investing businesses may make investment decisions that are inconsistent with the 
recommendations or views expressed in this investment research. 
This investment research is provided for information purposes only and does not constitute an offer or 
solicitation to buy or sell any designated investments discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited. As a result, the designated investments discussed in this investment 
research may not be eligible for sale in some jurisdictions. This investment research is not, and under no 
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction 
by any person or company that is not legally permitted to carry on the business of a securities broker or 
dealer in that jurisdiction. This material is prepared for general circulation to clients and does not have 
regard to the investment objectives, financial situation or particular needs of any particular person. Investors 
should obtain advice based on their own individual circumstances before making an investment decision. To 
the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person 
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the 
information contained in this investment research. 

  
For Canadian Residents: This Investment Research has been approved by Canaccord Genuity Corp., which accepts sole responsibility 

for this Investment Research and its dissemination in Canada. Canadian clients wishing to effect transactions 
in any Designated Investment discussed should do so through a qualified salesperson of Canaccord Genuity 
Corp. in their particular jurisdiction. 

  
For United States 
Residents: 

Canaccord Genuity Inc. and Canaccord Genuity Securities LLC, US registered broker-dealers, accept 
responsibility for this Investment Research and its dissemination in the United States. This Investment 
Research is intended for distribution in the United States only to certain US institutional investors. US clients 
wishing to effect transactions in any Designated Investment discussed should do so through a qualified 
salesperson of Canaccord Genuity Inc. or Canaccord Genuity Securities LLC. Analyst(s) preparing this report 
that are not employed by Canaccord Genuity Inc. or Canaccord Genuity Securities LLC are resident outside 
the United States and are not associated persons or employees of any US regulated broker-dealer. Such 
analyst(s) may not be subject to Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. 
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For United Kingdom and 
European Residents: 

This investment research is distributed in the United Kingdom and elsewhere Europe, as third party research 
by Canaccord Genuity Limited, which is authorized and regulated by the Financial Services Authority. This 
research is for distribution only to  persons who are Eligible Counterparties or Professional Clients only and 
is exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the 
communication of invitations or inducements to engage in investment activity on the grounds that it is being 
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment 
Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be 
distributed or passed on, directly or indirectly, to any other class of persons. This material is not for 
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the 
Financial Services Authority.  

     
For Jersey, Guernsey 
and Isle of Man 
Residents: 

This research is sent to you by Collins Stewart (CI) Limited ("CSCI") for information purposes and is not to be 
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. 
This research has been produced by a group company for circulation to its institutional clients and also CSCI. 
Its contents have been approved by CSCI and we are providing it to you on the basis that we believe it to be of 
interest to you. This statement should be read in conjunction with your client agreement, CSCI's current 
terms of business and the other disclosures and disclaimers contained within this research. If you are in any 
doubt, you should consult your financial adviser. 
CSCI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services 
Commission and the Isle of Man Financial Supervision Commission. CSCI is registered in Guernsey and is a 
wholly owned subsidiary of Canaccord Financial Inc. 

  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2012. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2012. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2012. – Member FINRA/SIPC 
Copyright © Canaccord Genuity Securities LLC 2012. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. and 
Canaccord Genuity Securities LLC. None of the material, nor its content, nor any copy of it, may be altered in 
any way, or transmitted to or distributed to any other party, without the prior express written permission of 
the entities listed above.    
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COMPANY STATISTICS: 
52-week Range: C$28.24 - 34.98 
Avg. Daily Vol. (000s): 549.8 
Market Cap (M): C$6,349 
Shares Out (M): 189.3 
Current Dividend: C$1.20 
Current Dividend Yield %: 3.6 
  
 
EARNINGS SUMMARY: 
FYE DecFYE DecFYE DecFYE Dec    2010A2010A2010A2010A    2011A2011A2011A2011A    2012E2012E2012E2012E    2013E2013E2013E2013E    
EPS: C$1.61 C$1.67 C$1.70 C$1.80 
P/E (x): 20.8 20.1 19.7 18.6 
CFPS: C$4.23 C$4.42 C$4.50 C$4.65 
P/CF (x): 7.9 7.6 7.5 7.2 
     
 
SHARE PRICE PERFORMANCE:  

 
 
Source: Interactive Data Corporation 
 
COMPANY DESCRIPTION: 
Fortis Inc. is a diversified, international utility company 
with assets over $13.6 billion. Regulated holdings 
include electric distribution utilities in Alberta, BC, 
Ontario, Newfoundland, PEI and two Caribbean countries 
and a natural gas utility in BC. Fortis owns non-regulated 
generation assets across Canada and in Belize and 
Upper New York State. It also owns and operates hotels 
and commercial real estate in Canada. 
 
All amounts in C$ unless otherwise noted.  
 

Infrastructure -- Utilities 

STEADFAST OPERATIONS DELIVER 
ANOTHER STABLE QUARTER  
Investment recommendation 

Fortis reported second quarter recurring earnings of $0.32 per share, in 
line with our estimate as well as the consensus estimate of $0.33. The 
company’s operations are performing in line with no material surprises 
in the quarter. Approximately 90% of Fortis’ earnings are provided by 
stable utility operations. Currently, the company is in the midst of a 
regulatory approval process for its acquisition of New York based utility, 
CH Energy. The $1.5 billion acquisition is expected to close in the first 
quarter of 2013 and should be immediately accretive to earnings per 
share, excluding acquisition-related costs. Going forward, Fortis’ 
earnings are expected to continue to grow through its utility businesses, 
mainly in western Canada where the bulk of its $5.5 billion capital 
expenditure program is to be implemented through 2016. Note that the 
program increases to $6 billion with the addition of CH Energy’s capital 
expenditures if the acquisition is approved. We believe the shares are 
currently fairly valued and are maintaining our C$34.00 target price and 
HOLD rating.  

Investment highlights 
• Q2 recurring earnings per share of $0.32 

o In-line with expectations 
• Operations in line 

o No change to 2012 and 2013 EPS estimates 
• $5.5 billion capital expenditure program expected to drive earnings 

growth through 2016 
o Integration of CH Energy could potentially add another 

$500 million  
• No change to C$34.00 target price and HOLD rating 
Valuation 
Our 12-month target price is derived from a combination of valuation 
metrics that include earnings and dividend yields relative to long-term 
interest rates, dividend discount models, and earnings and cash flow 
multiples relative to both historical valuation and the company’s utility 
and pipeline peers. 

http://www.canaccordgenuity.com/en/ODD/pages/disclosures.aspx
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Outlook 

We are making no changes to our 2012 and 2013 earnings estimates of $1.70 and $1.80 
per share, respectively. The company continues to progress with its $5.5 billion capital 
expenditure program (for the 2012-2016 period) with $511 million spent to date. Note that 
a majority (~85%) of the capital program will be invested in the company’s Canadian utility 
operations, primarily in western Canada. This large capital spending program is expected 
to provide the bulk of EPS and dividend growth for the medium term.   

On the regulatory front, Fortis currently faces a Generic Cost of Capital hearing at its BC 
utilities. Although the final outcome is uncertain, we suspect that the company’s allowed 
return on equity may be adjusted downwards beginning in January 2013. A decision from 
the British Columbia Utilities Commission on the generic cost of capital is expected early 
next year, but the impact of the decision would likely be retroactive to January 1, 2013. 
Our estimates do not factor in lower allowed returns at Fortis’ BC utilities, but we estimate 
that a 100 bps decline in the allowed ROE may impact 2013 earnings by up to $0.07 per 
share.  

The $1.5 billion acquisition of CH Energy is currently under review by the Federal Energy 
Regulatory Commission, the Federal Trade Commission and the New York Public Service 
Commission, and is expected to close in Q1/13. We estimate the acquisition to be accretive 
by a few cents per share to annual earnings, excluding acquisition-related costs. If 
approved, the unit could potentially add another $500 million of growth capex to Fortis’ 
current $5.5 billion capital expenditure program over the next five years.   

Second quarter earnings summary 

Fortis reported second quarter recurring earnings of $0.32 per share, in line with both our 
estimate and the consensus estimate. Our calculation of recurring earnings adjusts for $3 
million of after tax acquisition costs as well as $4.5 million of earnings from regulatory 
decisions related to Q1/12, but accrued in the second quarter. EPS in Q2/11 was $0.31. 
The improvement was largely due to a $6 million ($0.03 per share) increase in earnings at 
FortisAlberta driven by rate base growth. In addition, the company’s non-regulated hydro 
generation business in Belize benefitted from improved hydrology, increasing the 
segment’s contribution by $3 million compared to last year (although only modestly above 
the long term average). These increases were offset by mildly lower contributions from 
FortisBC energy companies, as well as the dilutive effect of the 10.3 million share issue in 
June 2011. All other operations were comparable y/y. YTD, the company has reported 
recurring earnings per share of $1.00 compared to $0.97 for the first half of 2011. For 
additional details on second quarter results, please refer to Figure 1. 
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Noteworthy items 

• Capital expenditure plan 

o $5.5 billion of capex from 2012 through 2016 

§ Potential for $500 million more if CH Energy acquisition is closed 

o 65% to be spent at regulated electricity operations  

§ Mainly FortisAlberta and FortisBC Electric 

o 21% to be spent at regulated natural gas companies 

o 14% towards non-regulated operations 

• Utility acquisitions 

o In discussions with City of Kelowna to purchase the city’s electricity 
distribution utility for >$50 million 

§ Fortis has been operating and maintaining the assets since 2000 and 
sells wholesale electricity to the utility already 

§ Approximately 15,000 customers 

§ Expected to close in Q1/13 

§ Close subject to negotiation of definitive agreements and regulatory 
as well as municipal approvals 

o Exercised its option to acquire City of Port Colborne’s electricity distribution 
assets for $7 million in April 2012 

• Regulatory 

o FortisAlberta received a positive decision from the AUC denying the Central 
Alberta Rural Electrification Association’s request to be entitled to service 
customers in overlapping service areas 
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Figure 1: Fortis second quarter earnings details 
 

Second Quarter EarningsSecond Quarter EarningsSecond Quarter EarningsSecond Quarter Earnings

Millions of dollars 2011201120112011 2012201220122012 ChangeChangeChangeChange

 (except per share data) Favourable
(Unfavourable)

Regulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - CanadianRegulated Utilities - Canadian

FortisBC Energy Companies $15 $13  (13.3%)

Newfoundland Power $10 $12 15.0%

FortisAlberta $16 $22 35.8%

FortisBC Electric $9 $9 0.0%

Other Canadian Regulated Utilities $6 $5  (16.7%)

Total  Canadian EarningsTotal  Canadian EarningsTotal  Canadian EarningsTotal  Canadian Earnings $56$56$56$56 $61$61$61$61 7.7%

Regulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - CaribbeanRegulated Utilities - Caribbean $6$6$6$6 $6$6$6$6 0.0%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Fortis Generation $2 $5 150.0%

Fortis Properties $8 $8 0.0%

Total Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated EarningsTotal Non-Regulated Earnings $10$10$10$10 $13$13$13$13 30.0%

Corporate and Consolidated Adjustments ($17) ($19) 11.8%

Recurring EarningsRecurring EarningsRecurring EarningsRecurring Earnings $55$55$55$55 $61$61$61$61 9.6%
Non-recurring items $2 $2 n.m. 

Reported Net EarningsReported Net EarningsReported Net EarningsReported Net Earnings $57$57$57$57 $62$62$62$62 9.3%

EPS:EPS:EPS:EPS:
RecurringRecurringRecurringRecurring $0.31$0.31$0.31$0.31 $0.32$0.32$0.32$0.32 2.4%

Non-recurring items $0.01 $0.01 n.m.

Reported $0.33 $0.33 0.0%

Cash Flow Per Share $1.19 $0.98 n.m.

Average Shares Outstanding (mln) 177.1       189.6         7.1%

RegulatedRegulatedRegulatedRegulated
Earnings $62 $67 6.9%

% of total 113% 110%

Non-RegulatedNon-RegulatedNon-RegulatedNon-Regulated

Earnings $10 $13 30.0%

% of total 18% 21%

CorporateCorporateCorporateCorporate

Earnings ($17.0) ($19.0)  (11.8%)
% of total  (31%)  (31%)

Higher allowed ROE.

Reflects rate base growth due to continued 
investment in energy infrastructure offset partially 
by a lower allowed ROE.

Stronger hydro generation at Belize.

Excludes acquisition related costs of $3 million 
after tax.

$4.5 million of earnings recorded in Q2 2012 
related to Q1 2012; $3 million acquisition related 
costs.

In line with 33¢ consensus estimate as well as our 
33¢ estimate.

Lower capitalized allowance for funds used during 
construction due to lower assets under 
construction. 

Public offering of 10.3 M common shares in June 
2011.

 
 

Source: Fortis Inc., Canaccord Genuity 
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Investment risks 

Some of the specific risk factors that pertain to our projected 12-month stock price target 
for Fortis include, but are not limited to: (1) price movement in electricity rates and 
commodities used for electricity generation could impact profitability; (2) international 
operations have currency rate exposure and liquidity risks associated with those 
currencies; (3) credit risk of contract counterparties could improve or deteriorate; (4) debt 
refinancing at different interest rates could impact the income of the company; (5) 
equipment failure or extreme weather conditions could adversely affect operating facilities; 
(6) change in public policy on environmental health and safety risk could impose 
unexpected costs on Fortis; (7) change in regulatory or political climate could impact 
profitability and future growth and development of Fortis; (8) the inability to maintain, or 
to renew, the collective bargaining agreements with unionized workers on acceptable 
terms could result in increased labour costs or service interruptions arising from labour 
disputes; (9) economic conditions which may impact demand for products and services, 
peer group valuation, access to capital and share trading liquidity; (10) Fortis holds 
investments in commercial real estate and hotel properties which are subject to operating 
risks associated with the industry. 
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APPENDIX: IMPORTANT DISCLOSURES 
 
This Research Report was prepared by the affiliate company in the Canaccord Group named on the cover page. 
  
Analyst Certification: Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby 

certifies that (i) the recommendations and opinions expressed in this research accurately reflect the authoring 
analyst’s personal, independent and objective views about any and all of the designated investments or 
relevant issuers discussed herein that are within such authoring analyst’s coverage universe and (ii) no part 
of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by the authoring analyst in the research. 

  
Site Visit: An analyst has visited Fortis's material operations in BC. No payment or reimbursement was received from 

the issuer for related travel costs. 
 

Price Chart:* 

 
  

 
Distribution of Ratings: 
Global Stock Ratings 
(as of 3 July 2012) 

        Coverage UniverseCoverage UniverseCoverage UniverseCoverage Universe            
            IB ClientsIB ClientsIB ClientsIB Clients    
RatingRatingRatingRating    ####    %%%%    %%%%    
Buy 590 60.9% 30.5% 
Speculative Buy 88 9.1% 51.1% 
Hold 263 27.1% 11.8% 
Sell 28 2.9% 3.6% 
  969 100.0%    

     
Canaccord Genuity 
Ratings System: 

BUY:BUY:BUY:BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months. 
HOLD:HOLD:HOLD:HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months. 
SELL:SELL:SELL:SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months. 
NOT RATED:NOT RATED:NOT RATED:NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer. 
 
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the 
designated investment or the relevant issuer.    

     
Risk Qualifier: SPECULATIVE:SPECULATIVE:SPECULATIVE:SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental 

criteria. Investments in the stock may result in material loss.    
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Canaccord Genuity Research Disclosures as of 31 July 2012 
 CompanyCompanyCompanyCompany    DisclosureDisclosureDisclosureDisclosure    
 Fortis Inc.Fortis Inc.Fortis Inc.Fortis Inc.    7777    

 
1 The relevant issuer currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated 

companies. During this period, Canaccord Genuity or its affiliated companies provided the following services 
to the relevant issuer: 
A.  investment banking services. 
B.  non-investment banking securities-related services. 
C.  non-securities related services. 

2 In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for 
Corporate Finance/Investment Banking services from the relevant issuer. 

3 In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead 
manager or co-manager of a public offering of securities of the relevant issuer or any publicly disclosed offer 
of securities of the relevant issuer or in any related derivatives. 

4 Canaccord Genuity acts as corporate broker for the relevant issuer and/or Canaccord Genuity or any of its 
affiliated companies may have an agreement with the relevant issuer relating to the provision of Corporate 
Finance/Investment Banking services.  

5 Canaccord Genuity or any of its affiliated companies is a market maker or liquidity provider in the securities 
of the relevant issuer or in any related derivatives.  

6 In the past 12 months, Canaccord Genuity, its partners, affiliated companies, officers or directors, or any 
authoring analyst involved in the preparation of this research has provided services to the relevant issuer for 
remuneration, other than normal course investment advisory or trade execution services. 

7 Canaccord Genuity intends to seek or expects to receive compensation for Corporate Finance/Investment 
Banking services from the relevant issuer in the next six months. 

8 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this research, has a long position in the shares or derivatives, or has any other financial 
interest in the relevant issuer, the value of which increases as the value of the underlying equity increases. 

9 The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in 
the preparation of this research, has a short position in the shares or derivatives, or has any other financial 
interest in the relevant issuer, the value of which increases as the value of the underlying equity decreases. 

10 Those persons identified as the author(s) of this research, or any individual involved in the preparation of this 
research, have purchased/received shares in the relevant issuer prior to a public offering of those shares, and 
such person’s name and details are disclosed above.  

11 A partner, director, officer, employee or agent of Canaccord Genuity and its affiliated companies, or a 
member of his/her household, is an officer, or director, or serves as an advisor or board member of the 
relevant issuer and/or one of its subsidiaries, and such person’s name is disclosed above. 

12 As of the month end immediately preceding the date of publication of this research, or the prior month end if 
publication is within 10 days following a month end, Canaccord Genuity or its affiliate companies, in the 
aggregate, beneficially owned 1% or more of any class of the total issued share capital or other common 
equity securities of the relevant issuer or held any other financial interests in the relevant issuer which are 
significant in relation to the research (as disclosed above). 

13 As of the month end immediately preceding the date of publication of this research, or the prior month end if 
publication is within 10 days following a month end, the relevant issuer owned 1% or more of any class of the 
total issued share capital in Canaccord Genuity or any of its affiliated companies.  

14 Other specific disclosures as described above. 
  
 Canaccord Genuity is the business name used by certain subsidiaries of Canaccord Financial Inc., including 

Canaccord Genuity Inc., Canaccord Genuity Limited, Canaccord Genuity Securities LLC, and Canaccord 
Genuity Corp.  
The authoring analysts who are responsible for the preparation of this research are employed by Canaccord 
Genuity Corp. a Canadian broker-dealer with principal offices located in Vancouver, Calgary, Toronto, 
Montreal, or Canaccord Genuity Inc., a US broker-dealer with principal offices located in Boston, New York, 
San Francisco and Houston or Canaccord Genuity Securities LLC, a US broker-dealer with principal offices 
located in New York or Canaccord Genuity Limited., a UK broker-dealer with principal offices located in 
London and Edinburgh (UK). 
In the event that this is compendium research (covering six or more relevant issuers), Canaccord Genuity and 
its affiliated companies may choose to provide specific disclosures of the subject companies by reference, as 
well as its policies and procedures regarding the dissemination of research. To access this material or for 
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more information, please refer to http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx or send a 
request to Canaccord Genuity Research, Attn: Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville 
Street, Vancouver, BC, Canada V7Y 1H2 or disclosures@canaccordgenuity.com. 
The authoring analysts who are responsible for the preparation of this research have received (or will 
receive) compensation based upon (among other factors) the Corporate Finance/Investment Banking 
revenues and general profits of Canaccord Genuity. However, such authoring analysts have not received, and 
will not receive, compensation that is directly based upon or linked to one or more specific Corporate 
Finance/Investment Banking activities, or to recommendations contained in the research. 
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other 
relationship with the company that is the subject of this research and may trade in any of the designated 
investments mentioned herein either for their own account or the accounts of their customers, in good faith 
or in the normal course of market making. Accordingly, Canaccord Genuity or their affiliated companies, 
principals or employees (other than the authoring analyst(s) who prepared this research) may at any time 
have a long or short position in any such designated investments, related designated investments or in 
options, futures or other derivative instruments based thereon.  
Some regulators require that a firm must establish, implement and make available a policy for managing 
conflicts of interest arising as a result of publication or distribution of research. This research has been 
prepared in accordance with Canaccord Genuity’s policy on managing conflicts of interest, and information 
barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is available upon request.  
The information contained in this research has been compiled by Canaccord Genuity from sources believed to 
be reliable, but (with the exception of the information about Canaccord Genuity) no representation or 
warranty, express or implied, is made by Canaccord Genuity, its affiliated companies or any other person as 
to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not independently verified the 
facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained 
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to 
change without notice and are provided in good faith but without legal responsibility or liability. 
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market 
commentary or trading strategies to our clients and our proprietary trading desk that reflect opinions that are 
contrary to the opinions expressed in this research. Canaccord Genuity’s affiliates, principal trading desk, 
and investing businesses may make investment decisions that are inconsistent with the recommendations or 
views expressed in this research. 
This research is provided for information purposes only and does not constitute an offer or solicitation to buy 
or sell any designated investments discussed herein in any jurisdiction where such offer or solicitation would 
be prohibited. As a result, the designated investments discussed in this research may not be eligible for sale 
in some jurisdictions. This research is not, and under no circumstances should be construed as, a solicitation 
to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally 
permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is 
prepared for general circulation to clients and does not have regard to the investment objectives, financial 
situation or particular needs of any particular person. Investors should obtain advice based on their own 
individual circumstances before making an investment decision. To the fullest extent permitted by law, none 
of Canaccord Genuity, its affiliated companies or any other person accepts any liability whatsoever for any 
direct or consequential loss arising from or relating to any use of the information contained in this research. 

  
For Canadian Residents: This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this 

research and its dissemination in Canada. Canadian clients wishing to effect transactions in any Designated 
Investment discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their 
particular jurisdiction. 

  
For United States 
Residents: 

Canaccord Genuity Inc. and Canaccord Genuity Securities LLC, US registered broker-dealers, accept 
responsibility for this research and its dissemination in the United States. This research is intended for 
distribution in the United States only to certain US institutional investors. US clients wishing to effect 
transactions in any Designated Investment discussed should do so through a qualified salesperson of 
Canaccord Genuity Inc. or Canaccord Genuity Securities LLC. Analyst(s) preparing this report that are not 
employed by Canaccord Genuity Inc. or Canaccord Genuity Securities LLC are resident outside the United 
States and are not associated persons or employees of any US regulated broker-dealer. Such analyst(s) may 
not be subject to Rule 2711 restrictions on communications with a subject company, public appearances and 
trading securities held by a research analyst account. 

     
For United Kingdom and 
European Residents: 

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by 
Canaccord Genuity Limited, which is authorized and regulated by the Financial Services Authority. This 
research is for distribution only to persons who are Eligible Counterparties or Professional Clients only and is 
exempt from the general restrictions in section 21 of the Financial Services and Markets Act 2000 on the 
communication of invitations or inducements to engage in investment activity on the grounds that it is being 
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment 

http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx
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Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be 
distributed or passed on, directly or indirectly, to any other class of persons. This material is not for 
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the 
Financial Services Authority.  

     
For Jersey, Guernsey 
and Isle of Man 
Residents: 

This research is sent to you by Collins Stewart (CI) Limited ("CSCI") for information purposes and is not to be 
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. 
This research has been produced by a group company for circulation to its institutional clients and also CSCI. 
Its contents have been approved by CSCI and we are providing it to you on the basis that we believe it to be of 
interest to you. This statement should be read in conjunction with your client agreement, CSCI's current 
terms of business and the other disclosures and disclaimers contained within this research. If you are in any 
doubt, you should consult your financial adviser. 
CSCI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services 
Commission and the Isle of Man Financial Supervision Commission. CSCI is registered in Guernsey and is a 
wholly owned subsidiary of Canaccord Financial Inc. 

  
 Additional information is available on request.Additional information is available on request.Additional information is available on request.Additional information is available on request. 

Copyright © Canaccord Genuity Corp. 2012. – Member IIROC/Canadian Investor Protection Fund 
Copyright © Canaccord Genuity Limited 2012. – Member LSE, authorized and regulated by the Financial 
Services Authority. 
Copyright © Canaccord Genuity Inc. 2012. – Member FINRA/SIPC 
Copyright © Canaccord Genuity Securities LLC 2012. – Member FINRA/SIPC 
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under 
copyright to Canaccord Genuity Corp., Canaccord Genuity Limited, and Canaccord Genuity Inc. and 
Canaccord Genuity Securities LLC. None of the material, nor its content, nor any copy of it, may be altered in 
any way, or transmitted to or distributed to any other party, without the prior express written permission of 
the entities listed above.    
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Equity Research
Earnings Update

February 8, 2006  Pipelines, Utilities, & Power 

Fortis Inc. 
Q4 Result Shows Growth Slowing Near-Term 

� Fortis reported Q4'05 EPS of $0.22 vs. our estimate of $0.24 and $0.22 in 
Q4'04. Growth is slowing in the near-term due to lower allowed returns and 
power prices. We are maintaining our Sector Performer rating and $25 
target price. 

� The year 2005 was solid overall with normalized earnings up about 8% from 
the prior year. This year, Fortis faces headwinds as regulated ROEs fall by 
about 60 basis points. We are forecasting 2006 earnings in line with 2005. 

� Growth should resume in 2007 due to major capital investments in 
regulated electrical utilities in Western Canada. Fortis will invest about $450 
million again in 2006. 

� In our view, Fortis shares are now mostly reflecting the near-term pause in 
earnings growth. The P/E multiple has backed off to sector average. We 
recommend buying the stock on any further share price weakness. 

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 06-56563 © 2006

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Matthew Akman
1 (416) 956-6169
Matthew.Akman@cibc.ca

Alda Pavao, CFA
1 (416) 956-3229
Alda.Pavao@cibc.ca

Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $25.00
FTS-TSX (2/7/06) $22.96

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $17.25-$25.64
Shares Outstanding 103.1M
Float 103.1M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $2,366.5M
Dividend/Div Yield $0.64 /  2.8%
Fiscal Year Ends December
Book Value $11.64 per Shr
2006 ROE (E) 9.8%
LT Debt $2.1B
Preferred $319.49M
Common Equity $1.2B
Convertible Available No

Earnings per Share Prev Current
2005 $1.18E $1.16A 
2006 $1.20E 
2007 $1.30E 
P/E
2005 19.5x 19.8x
2006 19.1x
2007 17.7x

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 

Fortis reported Q4'05 EPS of $0.22 vs. our estimate of $0.24 and $0.22 in 
Q4'04. Growth is slowing in the near term due to lower allowed returns and 
power prices. We are maintaining our Sector Performer rating and $25 target 
price.  
 
For a full breakdown and analysis of earnings by segment, please see the 
following appendix to this comment. 

In summary, the Q4 result was slightly weak primarily due to the timing of 
expenses and revenue recognition in the Alberta electrical utility. The company 
was tracking to an achieved ROE far above the allowed ROE. As we anticipated, 
this run-rate was unsustainable and Q4 results came in below most 
expectations. 
 
On the other hand, the year 2005 was solid overall with normalized earnings up 
about 8% from the prior year. We estimate Fortis earned attractive returns on 
equity of about 11% on the Alberta and British Columbia utilities. Also, 
abnormally high Ontario power prices drove earnings up in the generation 
segment. 
 
This year Fortis faces headwinds as regulated ROEs and power prices will fall: 
• Allowed returns on equity in Alberta and B.C. have fallen by about 60 basis 

points to 8.93% and 8.69%. Rate base growth will offset much of the 
reduction in return, but we are forecasting earnings flat for the Western 
utilities in 2006. 

• Allowed returns on equity will also fall in the Maritimes. This will impact 
Newfoundland Power and Maritime Electric. Earnings in these divisions may 
remain flat in 2006 at best. 

• Ontario power prices have fallen due to unusually warm weather. Fortis 
does not break out its Ontario power operations but we estimate the 
hydroelectric assets contributed $45 million in revenue or $0.28 in EPS in 
2005. The contribution may decline by as much as $0.05 this year.  

 
Growth should resume in 2007 primarily due to major capital investments in 
regulated electrical utilities in Western Canada: 
• Fortis will invest about $450 million again in 2006, mostly on rate base 

additions in regulated utilities. Capital budgets in Alberta and B.C. are about 
$190 million and $110 million. On this basis, Western Utility rate base 
should grow by more than 14% in each of the next two years. Unless 
returns fall further, rate base growth will drive earnings growth. 

• Belize is showing promise for growth in the generation and distribution 
segments. In generation, Fortis has completed a 7 MW dam that should 
double production. In distribution, we see annual sales growth of about 6%. 
The guaranteed rate reductions that offset this growth in the past have now 
ceased. 

 
Fortis shares have weakened in recent months slightly more than the rest of the 
utility sector. In our view, Fortis shares are now mostly reflecting the near-term 
pause in earnings growth. The P/E multiple has backed off to sector average. 
Yet, we believe the medium and long-term earnings and dividend growth outlook 
is superior to most of the comparable stocks. We are maintaining our $25 target 
price and recommend buying the stock on any further share price weakness. 
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Appendix: Summary of Q4’05 Results 

Exhibit 1. Segmented Earnings for Fortis (financials in C$ millions) 

Q4/05 Q4/04 2005 2004

New foundland Pow er $2.9 $3.3 $29.4 $31.1

Maritime Electric $1.7 $1.8 $9.1 $8.2

FortisAlberta & FortisBC $9.9 $19.1 $53.7 $36.3

FortisOntario $0.2 $0.9 $2.7 $4.2

Belize Electricity $2.0 $1.6 $8.0 $7.2

Caribbean Utilities $2.8 ($5.8) $11.4 $0.8

Fortis Generation $8.5 $4.7 $21.6 $12.8

Fortis Properties $2.9 $2.8 $14.1 $11.8

Corporate ($8.6) ($7.2) ($32.4) ($21.6)

Operating Earnings for Common $22.3 $21.2 $117.6 $90.8
Unusual Items $0.0 $0.0 $19.4 $0.0

Reported Earnings $22.3 $21.2 $137.0 $90.8

Average Shares Outstanding (mln) 103.1 95.5 101.8 84.7

Operating EPS $0.22 $0.22 $1.16 $1.07
Reported EPS $0.22 $0.22 $1.35 $1.07

Note:

1. Unusual items in 2005 include $8.6 million positive adjustment for tax-related matters at Fortis Alberta, 

     and Cornw all Electric, $1.4 million interest recovery from New foundland Pow er's tax settlement, 

    $2 million non-cash foreign exchange gain, and $0.5 million restructuring charge in Corporate costs.

Source:  Company reports and CIBC World Markets Inc.

Newfoundland Power 
Newfoundland Power’s Q4 earnings came in lower than last year, largely as a 
result of the change in the purchased power rate structure and 0.5% decrease in 
customer rates.   

Maritime Electric 
Maritime Electric’s Q4 earnings were essentially flat compared to last year but 
full-year results increased by almost $1 million. The improved results were 
primarily attributable to higher electricity rates (2% increase effective July 1, 
2005) and lower interest costs (capitalized financed costs associated with 50 MW 
generating facility. The utility has filed a rates application, asking for 1.6% 
average increase effective July for rate base additions. This could offset any 
reduction in allowed ROE. 
 
FortisOntario (Canadian Niagara Power, Cornwall Electric and Granite) 
Higher operating costs (reallocated shared service costs from the non-regulated 
generation operations) were the main contributing factor behind FortisOntario’s 
lower earnings in Q4 and full-year 2005. In September 2005, FortisOntario filed 
a rates application to increase T&D rates starting May 2006. The new rates are 
based on a 50%/50% debt/equity split with an allowed ROE of 9.0%. We believe 
the core utility has about $40 million rate base. 
 
FortisAlberta  
The Alberta electric distribution utility’s Q4 earnings were down by $3.3 million 
y/y due to higher operating and amortization costs. The higher 2005 earnings 
primarily reflect a full year contribution. In mid-December 2005, FortisAlberta 
filed its 2006/7 rates application with forecasted capital expenditures of $193 
million. 
 
FortisBC  
Q4 earnings from the B.C. utility were down year-over-year due to lower 
accrued unbilled revenue and higher operating costs. On November 24, 2005, 
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FortisBC filed its 2006 rates application seeking a 5.9% rate increase. The 
application will be reviewed with the BCUC in February.   
 
Regulated Utilities - Caribbean 
Full-year earnings from Belize Electricity were up as a result of higher electricity 
rates (11% increase, effective July 1) and load sales (up 6% y/y). Foreign 
exchange rate impacts were also slightly favourable during the year.  
 
Caribbean Utilities’ (CUP.U-TSX, Not Rated) Q4 equity earnings were 
significantly up to operational and financial recovery from Hurricane Ivan 
(including $8.2 million BI insurance claim). 
 
The Cayman Islands Government and CUP have agreed to implement a 
surcharge of US$0.89/KW-hr, (or a 4.68% base rates increase) to recover 
hurricane-related costs over a 3-year period (effective August).  In addition, CUP 
has agreed to absorb about US$3.6 million (including US$0.5 million not covered 
by insurance). 
 
License renewal discussions between the Government, Electrical Regulatory 
Authority and CUP resumed in November 2005 with the objective of obtaining a 
new license by the summer of 2006.  
 
Fortis Generation 
Earnings from Fortis’ non-regulated generation segment were up by $3.8 million 
in Q4 primarily as a result of higher wholesale power prices in Ontario and 
Upstate NY. The full-year results benefited from higher rainfall levels positively 
impacting production.  
 
Fortis Properties 
Earnings from Fortis’ real estate operations in 2005 benefited from acquisitions 
(Western Canada hotels acquired in February) and organic expansion of the 
Delta Hotel St. John’s (completed June 1). 
 
Corporate 
Full-year corporate costs were up over $9 million year-over-year, mainly from 
higher financing charges and operating expenses.  

Price Target Calculation 
Our $25 target price is based on a 19.2x multiple of our 2007 EPS forecast of 
$1.30. It also implies a 2.6% dividend yield. The target P/E multiple is found at 
the higher end of the stock’s historical trading range (10x-20x) but all of the 
pipelines and utilities are trading through peak historical multiples due to the low 
interest rate environment. Fortis has tended to trade at a 1-2x earnings multiple 
point discount to the Canadian utilities group but is now trading at a premium to 
the Canadian utility group.  

Key Risks to Price Target 
Fortis could fall short of our 2006 and 2007 earnings forecasts (and fail to meet 
our target price) for various reasons, including (but not limited to) the impact of 
negative regulatory decisions in Alberta and B.C., weak power prices in Ontario, 
low hydro flows, and tourism conditions (real estate division). In addition, the 
utility stocks are sensitive to changes in Canadian bond yields.  If bond yields 
rise significantly, valuation in the sector will likely fall. Fortis can offset a 
potential rise in bond yields to some or a full extent through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2005 Prior $0.32A $0.30A $0.32A $0.24E $1.18E

2005 Current $0.32A $0.30A $0.03A $0.22A $1.16A

2006 Current $0.32E $0.32E $0.29E $0.26E $1.20E

2007 Current -- -- -- -- $1.30E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 
Stock Prices as of 02/07/2006: 
Caribbean Utilities Company Ltd. (CUP.U-TSX, $12.17, Not Rated) 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
02/11/2003 13.10 SP 14.50 Peter Case

02/24/2003 13.05 S None CIBC World Markets Corp.

03/12/2003 12.25 SP 13.75 Matthew Akman

05/21/2003 14.00 SP 14.50 Matthew Akman

06/23/2003 14.50 SP 15.00 Matthew Akman

07/08/2003 14.56 SP 15.50 Matthew Akman

09/16/2003 13.94 SU 15.00 Matthew Akman

10/24/2003 14.19 SO 15.50 Matthew Akman

11/13/2003 14.88 SO 16.25 Matthew Akman

03/05/2004 15.38 SO 16.75 Matthew Akman

11/15/2004 16.52 SO 17.75 Matthew Akman

12/06/2004 16.61 SO 18.75 Matthew Akman

02/09/2005 18.65 SO 20.50 Matthew Akman

07/08/2005 19.85 SO 21.75 Matthew Akman

08/05/2005 20.85 SO 22.50 Matthew Akman

09/29/2005 24.35 SP 23.75 Matthew Akman

10/14/2005 24.09 SP 25.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 
"CC" indicates Commencement of Coverage. The analyst named started covering the security on the date specified. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 07 Feb 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 298 36.6% Sector Outperformer (Buy) 169 56.7%

Sector Performer (Hold/Neutral) 392 48.2% Sector Performer (Hold/Neutral) 182 46.4%

Sector Underperformer (Sell) 105 12.9% Sector Underperformer (Sell) 50 47.6%

Restricted 9 1.1% Restricted 9 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 07 Feb 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 2 20.0% Sector Outperformer (Buy) 1 50.0%

Sector Performer (Hold/Neutral) 7 70.0% Sector Performer (Hold/Neutral) 4 57.1%

Sector Underperformer (Sell) 1 10.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.NV.X, CU.NV, DUK, EEP, EMA, ENB, FTS, RRI, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC on the web at 
http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (ii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iii) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is distributed in the Unites States by CIBC World Markets Inc. and has 
not been reviewed or approved by CIBC World Markets Corp., a member of the New York Stock Exchange ("NYSE"), 
NASD and SIPC.  This report is intended for distribution in the United States only to Major Institutional Investors (as such 
term is defined in SEC 15a-6 and Section 15 of the Securities Act of 1934, as amended) and is not intended for the use 
of any person or entity that is not a major institutional investor.  Major Institutional Investors receiving this report should 
effect transactions in securities discussed in the report through CIBC World Markets Corp.  This report is provided, for 
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Equity Research
Earnings Update

May 2, 2006  Pipelines, Utilities, & Power 

Fortis Inc. 
Raising Estimates On Belize Hydro Strength 

� Fortis reported Q1'06 EPS of $0.35 vs. our estimate of $0.32 and $0.32 in 
Q1'05. Earnings from a new hydro dam in Belize are higher than expected. 
We are raising our 2006/7 estimates by $0.05 and maintaining our $25 
price target. 

� Our view was that Fortis earnings would be relatively flat this year due to 
declining allowed returns and lower Ontario power prices. However, strong 
electricity sales growth in Alberta and a return to normal hydro levels in 
Belize are offsetting lower regulated returns. 

� Looking forward to 2007 similar trends should drive more upside. Western 
utility rate base is rising by about 15% and Belize sales are still growing by 
about 6% annually.  

� The consistent EPS growth means dividends will likely rise by 8% - 10% in 
the coming years. Dividend growth should slightly exceed earnings growth 
until the payout reaches about 60% in 2010. On this basis Fortis is one of 
the more attractive investments in our coverage universe. 

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 06-59758 © 2006

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Matthew Akman
1 (416) 956-6169
Matthew.Akman@cibc.ca

Alda Pavao, CFA
1 (416) 956-3229
Alda.Pavao@cibc.ca

Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $25.00
FTS-TSX (5/1/06) $21.42

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $17.81-$25.64
Shares Outstanding 103.3M
Float 103.3M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $2,212.7M
Dividend/Div Yield $0.64 /  3.0%
Fiscal Year Ends December
Book Value $11.62 per Shr
2006 ROE (E) 10.3%
LT Debt $2.1B
Preferred $319.49M
Common Equity $1.2B
Convertible Available No

Earnings per Share Prev Current
2005 $1.16A 
2006 $1.20E $1.25E 
2007 $1.30E $1.35E 
P/E
2005 18.5x
2006 17.9x 17.1x
2007 16.5x 15.9x

Dividends per Share
2004 $0.54
2005 $0.59
2006E $0.64
2007E $0.74

Debt to Total Capital
2004 61.5%
2005 59.0%
2006E 60.0%

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 

Fortis reported Q1'06 EPS of $0.35 vs. our estimate of $0.32 and $0.32 in 
Q1'05. Earnings from a new hydro dam in Belize are higher than expected. We 
are raising our 2006/7 estimates by $0.05 and maintaining our $25 target price. 
 
For a full breakdown and analysis of earnings by segment, please see the 
appendix to this comment. 
 

Alberta Sales; Belize Hydro Driving Small ’06 Growth 
Our view was that Fortis earnings would be relatively flat this year due to 
declining allowed returns and lower Ontario power prices. Two key factors are 
now pointing to modest growth this year: 
• Strong Alberta electricity sales – Last week FortisAlberta reported 

earnings of $9.5 million vs. only $7.8 million in Q1’05. Under circumstances 
where sales growth continues to track above expectations, the company 
can earn a return that is higher than the regulated ROE. 

• Return to normal hydro in Belize – Belize has experienced a few dry 
years but a return to normal hydro flows combined with the new Chalillo 
dam have driven sales from 7 GW-hrs in Q1’05 to 27 GW-hrs in Q1’06. 
Management expects the higher sales level to sustain going forward. 

 
These factors cause us to raise our 2006 EPS estimate from $1.20 to $1.25. 
Weather is the only significant risk we see to these numbers. The Caribbean 
Utilities (CUP.U – TSX) and Belize Electricity earnings could be impacted by 
hurricane activity this summer/fall. 
 

2007/8 Growth on Track Across the Board 
Looking forward to 2007 and beyond, similar trends should drive more upside. 
We see improved earnings across most of the Fortis divisions starting next year: 
• Rate base growth in Alberta and B.C. – We are forecasting annual rate 

base growth of about 15% in Alberta and B.C. Regulatory risks to achieving 
returns on this rate base appear manageable. Fortis is negotiating an 
operating cost incentive for British Columbia but capital investments and 
returns on those investments have largely been approved. Returns are 
formula-driven in Alberta and generally not controversial. 

• Sales growth in Belize – Rates have stabilized in Belize but sales 
continue to grow. Our models show that with 5% - 6% sales growth, Belize 
Electricity should deliver annual earnings growth of almost $2 million.  

• Improved returns in Ontario – Fortis has applied for a 9.0% ROE on its 
regulated Ontario electricity utility (Canadian Niagara Power). We 
understand the achieved ROE has only been 5% - 6%. We believe the 
Ontario Energy Board will approve a higher return in the coming weeks. The 
increase could add $1 - $2 million in earnings starting in 2007.  

• Maritime Electric expanded rate base – Maritime Electric constructed a 
$50 million power plant that has been approved for rate base but not yet 
reflected in earnings. The utility’s earnings should move up later this year 
with the plant making a full year contribution of almost $2 million in 2007. 

 
The consistent EPS growth we are forecasting at Fortis means dividends will 
likely rise by 8% - 10% later this year and in the coming years. Dividend growth 
should slightly exceed earnings growth until the payout reaches about 60% in 
2010. On this basis Fortis is one of the more attractive investments in our 
coverage universe. 
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Appendix: Summary of Q1’06 Results 

Exhibit 1. Segmented Earnings for Fortis (financials in C$ millions) 

Q1/06A Q1/05A 2006E 2005A

New foundland Pow er $10.7 $13.0 $29.6 $29.4

Maritime Electric $2.1 $2.1 $9.5 $9.1

FortisAlberta & FortisBC $21.3 $16.7 $58.8 $53.7

FortisOntario $1.0 $1.1 $3.5 $2.7

Belize Electricity $1.5 $1.0 $10.9 $7.9

Caribbean Utilities $1.6 $2.5 $11.0 $11.4

Fortis Generation $5.4 $2.1 $24.4 $21.6

Fortis Properties $1.5 $1.5 $15.0 $14.1

Corporate ($8.5) ($8.7) ($34.0) ($32.4)

Operating Earnings for Common $36.6 $31.2 $128.7 $117.6
Unusual Items $0.0 $7.9 $0.0 $19.4

Reported Earnings $36.6 $39.1 $128.7 $137.0

Average Shares Outstanding (mln) 103.3 98.0 103.3 101.6

Operating EPS $0.35 $0.32 $1.25 $1.16
Reported EPS $0.35 $0.40 $1.25 $1.35

Note:

1. Unusual items in 2005 include $8.6 million positive adjustment for tax-related matters at Fortis Alberta, 

     and Cornw all Electric, $1.4 million interest recovery from New foundland Pow er's tax settlement, 

    $2 million non-cash foreign exchange gain, and $0.5 million restructuring charge in Corporate costs.

Source:  Company reports and CIBC World Markets Inc.

Newfoundland Power 
Newfoundland Power reported earnings of $10.7 million, down $2.3 million from 
the same period in 2005. The company changed to its revenue recognition policy 
to an accrual basis, and this reduced earnings by $2 million compared to Q1/05. 
However, full year earnings should be comparable on a year-over-year basis. 
 
Maritime Electric 
Earnings for Maritime Electric were flat compared to Q1/05 at $2.1 million. 
Electricity sales were down slightly, but were mainly offset by revenue increases 
due to a 2 percent basic electricity rate increase (effective July 1, 2005). 
 
FortisOntario  (Canadian Niagara Power, Cornwall Electric and Granite) 
Earnings for FortisOntario were slightly lower than Q1/05 ($1.0 million versus 
$1.1 million last year). This was mainly the result of lower energy sales (due to 
milder temperatures) and higher reallocation of shared service costs from non-
regulated generation operations. This was partially offset by savings from an 
early retirement program completed in Q4/05. 
 
FortisAlberta 
FortisAlberta reported earnings of $9.5 million for the quarter, an increase of 
$1.7 million compared to Q1/05. Sales were higher from consumption growth in 
the residential, commercial and industrial customer base as a result of the 
strong Alberta economy. This was partially offset by increasing expenses due to 
inflationary pressures on labour rates in the province. 
 
FortisBC 
First quarter earnings for FortisBC were $2.9 million higher compared to the 
same period last year. The increase came primarily from a 5.9% interim 
refundable rate increase and customer growth. Lower operating costs came 
primarily from increased capitalized overhead of $2.4 million, resulting from a 
change in estimating capitalized overhead (effective January 1, 2006).  
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Regulated Utilities – Caribbean 
First quarter earnings for Belize Electricity increased by $0.5 million quarter-
over-quarter, primarily due to an 11 per cent increase in electricity rates 
(effective July 1, 2005) and higher electricity sales. Rates will now stabilize 
going forward. 
 
Equity income from Caribbean Utilities fell by $0.9 million, primarily due to an 
increase in fuel expense associated with the timing of previously deferred fuel 
costs. 
 
Caribbean Utilities is currently meeting pre-Hurricane Ivan generation and sales 
levels, and expects to maintain or exceed these levels along with pre-Ivan 
customer base numbers by the end of 2006.  
 
Fortis Generation 
Earnings from Fortis’ non-regulated generation segment were down $4.6 million 
in Q1/06 as first quarter 2005 earnings included a $7.9 million gain from the 
OPG settlement. Excluding this gain, earnings were $3.3 million higher over 
Q1/05 as a result of increase production (largely in Belize) and lower finance 
charges and operating costs. 
 
Fortis Properties 
Earnings from Fortis’ real estate division were flat compared to last year. Higher 
real estate and hospitality revenues were offset with higher operating, 
amortization and finance charges 
 
Corporate 
First quarter corporate expenses were slightly lower ($0.2 million) compared to 
Q1/05. The reduction primarily came from lower finance charges (due to a 
repayment in March 2005) and reduced net unrealized foreign exchange losses. 
Fortis has minimal exposure to short-term interest rates. 
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Price Target Calculation 
Our $25 price target is based on a 18.5x multiple of our 2007 EPS forecast of 
$1.35. It also implies a 2.9% dividend yield. The target P/E multiple is found at 
the higher end of the stock’s historical trading range (10x-20x) but all of the 
pipelines and utilities are trading through peak historical multiples due to the low 
interest rate environment. Fortis has tended to trade at a 1-2x earnings multiple 
point discount to the Canadian utilities group but is now trading at a premium to 
the Canadian utility group.  

 

Key Risks To Price Target 
Fortis could fall short of our 2006 and 2007 earnings forecasts (and fail to meet 
our target price) for various reasons, including (but not limited to) the impact of 
negative regulatory decisions in Alberta and B.C., weak power prices in Ontario, 
low hydro flows, and tourism conditions (real estate division). In addition, the 
utility stocks are sensitive to changes in Canadian bond yields.  If bond yields 
rise significantly, valuation in the sector will likely fall. Fortis can offset a 
potential rise in bond yields to some or a full extent through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2005 Current $0.32A $0.30A $0.32A $0.22A $1.16A

2006 Prior $0.32E $0.32E $0.29E $0.26E $1.20E

2006 Current $0.35A $0.32E $0.31E $0.27E $1.25E

2007 Prior -- -- -- -- $1.30E

2007 Current -- -- -- -- $1.35E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 
Stock Prices as of 05/01/2006: 
Caribbean Utilities Company Ltd. (CUP.U-TSX, $11.75, Not Rated) 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
05/21/2003 14.00 SP 14.50 Matthew Akman

06/23/2003 14.50 SP 15.00 Matthew Akman

07/08/2003 14.56 SP 15.50 Matthew Akman

09/16/2003 13.94 SU 15.00 Matthew Akman

10/24/2003 14.19 SO 15.50 Matthew Akman

11/13/2003 14.88 SO 16.25 Matthew Akman

03/05/2004 15.38 SO 16.75 Matthew Akman

11/15/2004 16.52 SO 17.75 Matthew Akman

12/06/2004 16.61 SO 18.75 Matthew Akman

02/09/2005 18.65 SO 20.50 Matthew Akman

07/08/2005 19.85 SO 21.75 Matthew Akman

08/05/2005 20.85 SO 22.50 Matthew Akman

09/29/2005 24.35 SP 23.75 Matthew Akman

10/14/2005 24.09 SP 25.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 01 May 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 313 38.7% Sector Outperformer (Buy) 166 53.0%

Sector Performer (Hold/Neutral) 377 46.7% Sector Performer (Hold/Neutral) 173 45.9%

Sector Underperformer (Sell) 90 11.1% Sector Underperformer (Sell) 47 52.2%

Restricted 17 2.1% Restricted 17 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 01 May 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 30.0% Sector Outperformer (Buy) 2 66.7%

Sector Performer (Hold/Neutral) 7 70.0% Sector Performer (Hold/Neutral) 3 42.9%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.NV.X, CU.NV, DUK, EEP, EMA, ENB, FTS, RRI, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 
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Fortis Inc. 
Normalized Q2 Results In Line 

� Fortis reported normalized Q2/06 EPS of $0.33 vs. our estimate of $0.32 
and $0.30 in Q2/05. Hydro assets in Belize and Properties drove the 
improvement over last year. We are maintaining our estimates and Sector 
Performer rating. 

� The Q2 results were somewhat tempered by the seasonality of earnings at 
Newfoundland Power. But the unregulated power generation (Belize hydro) 
and real estate (hotel expansions) businesses are driving modest earnings 
growth this year. 

� Our normalized result could have been slightly lower ($0.01 - $0.02) had 
we excluded benefits in Properties from the reduction of future income tax 
liabilities. However, more normal Ontario power prices could have added the 
same amount back to earnings. 

� This solid organic growth in earnings and dividends at Fortis should continue 
in to 2007. Trading at an 18.1x P/E multiple, however, the stock is fairly 
valued. Our $25 target price and Sector Performer rating are unchanged. 

 

Stock Price Performance 

Source: Reuters
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Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $25.00
FTS-TSX (8/4/06) $22.65

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $20.33-$25.64
Shares Outstanding 103.4M
Float 103.3M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $2,342.5M
Dividend/Div Yield $0.64 /  2.8%
Fiscal Year Ends December
Book Value $12.57 per Shr
2006 ROE (E) 10.3%
LT Debt $2.2B
Preferred $319.49M
Common Equity $1.3B
Convertible Available No

Earnings per Share Prev Current
2005 $1.16A 
2006 $1.25E $1.25E 
2007 $1.35E 
P/E
2005 19.5x
2006 18.1x 18.1x
2007 16.8x

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com
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Investment Summary 
Fortis reported normalized Q2/06 EPS of $0.33 vs. our estimate of $0.32 and 
$0.30 in Q2/05. Hydro generation assets in Belize and Properties segment 
results drove the improvement over last year. We are maintaining our estimates 
and Sector Performer rating. 
 
For a full breakdown and analysis of earnings by segment, please see the 
appendix to this comment. 
 

Belize Hydro and Real Estate Driving Modest ’06 Growth 
The Q2 results were somewhat tempered by new seasonality of earnings at 
Newfoundland Power that should balance out on a full-year basis. The 
unregulated power generation and real estate businesses more than offset the 
change in regulated utility reporting: 

• Fortis Generation made a strong contribution, with normalized 
earnings of $6 million, up from only $3.2 million last year. Higher output 
in Belize is driving most of this year’s earnings improvement due to a 
return to normal hydro flows and the operation of the Chalillo dam. With 
the Chalillo reservoir currently full, the higher sales level in Belize 
appears sustainable and should be able to offset near-term weakness 
from NY State production and lower Ontario power prices in 2H/06. 

• We normalized the Properties earnings to $6.5 million vs. $4.8 million 
in Q2/06. Much of the upside in Q2 comes from lower future taxes. But 
we should see Hospitality revenues move up in the second half with 
recently completed hotel expansions.   

• Western utilities’ normalized earnings were slightly weak primarily due 
to the timing of rates adjustments and operating expenses associated 
with the approved settlements in Alberta and BC. However, sales 
continue to be strong (up 3% - 4% y/y), demonstrating the premium 
growth of the Western utility assets. 

 
In summary, Fortis appears to be on track to deliver solid earnings growth in 
2006. The Caribbean operations are recovering well in both Grand Cayman and 
Belize, although these earnings are still susceptible to hurricane risk in late Q3.   
So, weather may be a small risk to achieving our $1.25 EPS estimate for 2006.  
 

Outlook Intact for 2007 with Regulatory Certainty 
Looking forward to 2007, we see improved earnings from most of Fortis’ 
regulated utilities, as rate base growth and potentially higher returns deliver 
modest growth: 
• Alberta/B.C. Settlements Improve Earnings Visibility– Recent rate 

settlements approved for 2006/7 should largely solidify earnings growth 
into 2007. Capital spending in Alberta (about $200 million annually) over 
the next 2 years has been approved, with returns on those investments 
formula driven. The B.C. utility may boost its achieved returns with PBR 
cost-sharing beginning in 2007. 

• Higher Returns from FortisOntario – Canadian Niagara Power earnings 
should rise with a higher allowed ROE (9%). We believe that the approved 
rates increase could add $1- $2 million in annual earnings for 2007.   

• Rate Base Growth in Maritime Electric – The utility’s earnings should 
move up next year, as rate-base growth ($50 mln plant addition) should 
more than offset flat 10% allowed returns. 

 
Slowing growth in Belize is the only area of new concern for 2007. With the 
economy moderating, regulated electric utility Belize Electricity saw only 1% 
sales growth in Q2 vs. about 5% growth in recent years. We are hopeful that 
improved sales and cost savings in the western Canadian utilities can offset any 
downside to our 2007 Belize Electricity forecast. 
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Stock Fairly Valued Given Visible Growth and Risks 
We see steady earnings growth from Fortis, as capital re-investment, 
particularly in the western utilities, translates into additional earnings.  This 
visible earnings growth profile should support annual dividend growth of about 
10% until Fortis’ payout ratio reaches the 60% level in 2009 or 2010 at the 
latest. We believe that the dividend growth will result in steady share price 
appreciation. 
 
On the other hand, Fortis stock is not cheap given its asset base.  The stock 
trades in line with the Canadian utility group at a P/E multiple of about 18.1x. 
Given organic growth, Fortis could ultimately trade at a premium to the group. 
However, this premium may already be reflected in the company’s sustainable 
earnings. In April 2009 FortisOntario loses water rights to 75MW of capacity at 
the Rankine generating station. Excluding the $0.10 - $0.20 in EPS we believe 
Rankine contributes now, the stock trades at more like 20x earnings. 
 
Meanwhile, aggressive growth plans continue to challenge the Fortis balance 
sheet. Including preference shares, the balance sheet stands at about 67% debt 
compared to most utilities at about 60%. We believe rating agencies will tolerate 
a relatively high debt level while the company expands its western asset base. 
However, in our opinion a common equity issuance in 2007 is likely. 
 
Following the Q2 earnings report, our $25 target price is unchanged. It is based 
on an 18.5x multiple of our 2007 EPS estimate of $1.35. This valuation metric is 
in line with a Canadian utility group that is mostly in good financial condition and 
with visible growth in the coming years. 
 

Appendix: Summary of Q2’06 Results 

Exhibit 1. Segmented Earnings for Fortis (financials in C$ millions) 

Q2/06A Q2/05A 2006E 2005A

New foundland Pow er $8.0 $10.1 $29.4 $29.4

Maritime Electric $2.2 $2.3 $9.5 $9.1

FortisAlberta & FortisBC $14.7 $13.2 $59.2 $53.7

FortisOntario $0.5 $0.9 $3.5 $2.7

Belize Electricity $2.3 $1.9 $9.2 $7.9

Caribbean Utilities $2.1 $3.1 $8.5 $11.4

Fortis Generation $6.0 $3.2 $25.3 $21.6

Fortis Properties $6.5 $4.8 $18.5 $14.1

Corporate ($8.3) ($8.1) ($33.6) ($32.4)

Operating Earnings for Common $34.0 $31.4 $129.5 $117.6
Unusual Items $3.9 $6.8 $3.9 $19.4

Reported Earnings $37.9 $38.2 $133.4 $137.0

Average Shares Outstanding (mln) 103.4 103.2 103.5 101.6

Operating EPS $0.33 $0.30 $1.25 $1.16
Reported EPS $0.37 $0.37 $1.29 $1.35

Note:

1. Unusual items in Q2/06 include a $1.6 million after-tax gain on the sale of Days Inn Sydney,

    a $1.6 million unrealized FX gain and a $0.7 million after-tax gain on insurance.

2. Unusual items in 2005 include $8.6 million positive adjustment for tax-related matters at Fortis Alberta, 

     and Cornw all Electric, $1.4 million interest recovery from New foundland Pow er's tax settlement, 

    $2 million non-cash foreign exchange gain, and $0.5 million restructuring charge in Corporate costs.

Source:  Company reports and CIBC World Markets Inc.

Newfoundland Power 



Normalized Q2 Results In Line - August 08, 2006 

4

Newfoundland Power reported earnings of $8 million in Q2/06, down $2.1 million 
from the same period in 2005. This decrease was mainly due to a change in 
revenue recognition policy from a billed basis to an accrual basis (initiated in 
January 2006). The impact of this change was $3.2 million in Q2. While first half 
earnings have been reduced by the policy change, second half earnings are 
expected to increase by a similar amount. 
 
Maritime Electric 
Earnings for Maritime Electric in Q2/06 were essentially flat compared to the 
same period in 2005. Higher revenues from a basic electricity rate increase were 
offset by higher finance charges in the quarter. 
 
FortisOntario 
Earnings for FortisOntario were $0.5 million, a decrease of $0.4 million 
compared to Q2/05. Improved revenues from higher electricity rates were offset 
by higher operating costs (reallocation costs) and corporate taxes. 
 
FortisAlberta 
Second quarter normalized earnings were down $4.8 million compared to Q2/05, 
primarily due to a 1.9 percent decrease in electricity rates (2006/07 Negotiated 
Settlement Agreement) and higher finance costs to fund the capital-expenditure 
program. We expect the utility will resume growth in 2007. 
 
FortisBC 
Normalized earnings at FortisBC for the second quarter were $3.6 million, down 
from the same period in 2005, mainly due to higher energy supply costs, 
amortization and finance charges. 
 
Regulated Utilities – Caribbean 
Q2/06 earnings for Belize Electricity were up $0.4 million from the same period 
in 2005, primarily due to an 11 per cent increase in electricity rates (effective 
July 1, 2005) and modestly higher electricity sales, partially offset by higher 
energy supply costs and foreign currency impacts. 
 
Equity income from Caribbean Utilities were $2.1 million in Q2/06, down $1 
million from Q2/05 due to a positive adjustment in 2005 related to a change in 
revenue recognition policy. Excluding this item, earnings were essentially flat 
year over year.  
 
Fortis Generation 
Second quarter normalized earnings from Fortis’ non-regulated generation 
segment were up $2.8 million from the same period in 2005. Higher energy 
sales (Belize and Upper New York State hydro flows) and lower finance costs 
more than offset the impact of lower average wholesale energy prices in 
Ontario. 
 
Fortis Properties 
Excluding the gain on the sale of Days Inn Sydney, earnings for Q2/06 were 
$1.7 million higher than Q2/05, primarily due to lower corporate taxes (from a 
reduction of future income tax liability balances). Higher hospitality revenues 
were offset by acquisition/expansion costs. 
 
Corporate 
Normalizing for foreign exchange impacts, corporate expenses were essentially 
flat year over year ($8.3 million in Q2/06 versus $8.1 million in Q2/05). For the 
quarter, lower inter-company interest revenue was partially offset by higher 
corporate income tax recovery. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2005 Current $0.32A $0.30A $0.32A $0.22A $1.16A

2006 Prior $0.35A $0.32E $0.31E $0.27E $1.25E

2006 Current $0.35A $0.33A $0.31E $0.26E $1.25E

2007 Current -- -- -- -- $1.35E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets: 
 

Stock Prices as of 08/07/2006: 
Fortis Inc. (2g, 7) (FTS-TSX, $22.65, Sector Performer) 

 
Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp. makes a market in the securities of this company. 
2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 
2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 
2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 
2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 
3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 
4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 
5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 
6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 
6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 
7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 
8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 

research report has provided services to this company for remuneration in the past 12 months. 
9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 
12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 
14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
09/16/2003 13.94 SU 15.00 Matthew Akman

10/24/2003 14.19 SO 15.50 Matthew Akman

11/13/2003 14.88 SO 16.25 Matthew Akman

03/05/2004 15.38 SO 16.75 Matthew Akman

11/15/2004 16.52 SO 17.75 Matthew Akman

12/06/2004 16.61 SO 18.75 Matthew Akman

02/09/2005 18.65 SO 20.50 Matthew Akman

07/08/2005 19.85 SO 21.75 Matthew Akman

08/05/2005 20.85 SO 22.50 Matthew Akman

09/29/2005 24.35 SP 23.75 Matthew Akman

10/14/2005 24.09 SP 25.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 07 Aug 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 318 39.8% Sector Outperformer (Buy) 168 52.8%

Sector Performer (Hold/Neutral) 388 48.5% Sector Performer (Hold/Neutral) 183 47.2%

Sector Underperformer (Sell) 66 8.3% Sector Underperformer (Sell) 34 51.5%

Restricted 21 2.6% Restricted 20 95.2%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 07 Aug 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 30.0% Sector Outperformer (Buy) 2 66.7%

Sector Performer (Hold/Neutral) 7 70.0% Sector Performer (Hold/Neutral) 3 42.9%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, DUK, EEP, EMA, ENB, FTS, RRI, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Equity Research
Earnings Update

August 29, 2006  Pipelines, Utilities, & Power 

Fortis Inc. 
Caribbean Acquisition Should Be Slightly Positive 
For the Stock 

� Fortis announced it has acquired electric utilities in the Turks and Caicos 
Islands. We see the deal as a positive development adding modest 
incremental growth. However, the deal does not add sufficient value to 
justify a change in our $25 target price. 

� The company's expertise in operating electrical utilities in the Caribbean 
positions it as the logical owner of these assets. We see further 
opportunities for consolidation in the region as Mirant has announced the 
sale of its utility assets on several islands.  

� The earnings accretion from the deal is modest ($0.02 - $0.03) if financed 
with an appropriate long-term equity mix. However, the company has 
financed it for now 100% with debt. Therefore, we estimate it will add about 
$0.05 to our 2007 EPS forecast. 

� Some new equity will likely be required during 2007, though our estimate 
excludes any for now. Moreover, we think the Turks asset modestly 
increases the company risk profile. Therefore, despite the strategic fit and 
upward earnings revision, we are not changing our price target.  

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 06-64579 © 2006

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $25.00
FTS-TSX (8/28/06) $23.76

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $20.36-$25.64
Shares Outstanding 103.4M
Float 103.3M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $2,457.3M
Dividend/Div Yield $0.64 /  2.7%
Fiscal Year Ends December
Book Value $12.57 per Shr
2006 ROE (E) 10.3%
LT Debt $2.2B
Preferred $319.49M
Common Equity $1.3B
Convertible Available No

Earnings per Share Prev Current
2005 $1.16A 
2006 $1.25E 
2007 $1.35E $1.40E 
P/E
2005 20.5x
2006 19.0x
2007 17.6x 17.0x

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/


Caribbean Acquisition Should Be Slightly Positive For the Stock - August 29, 2006 

2

Investment Summary 

Fortis announced it has acquired electric utilities in the Turks and Caicos Islands.  
The acquisition price is US$90 million including US$20 million of assumed debt. 
The utility has 35 MW of diesel-fired generation and serves 7,500 customers 
mostly on Providenciales. Fortis used its credit facilities to complete the 
transaction.  
 

Good Strategic Fit 
The company's expertise in operating electrical utilities in the Caribbean 
positions it as the logical owner of these assets. Fortis already owns the 
electrical transmission and distribution utility in Belize. It also owns a 38% 
interest in Caribbean Utilities on Grand Cayman Island.  
 
From a strategic standpoint, therefore, the acquisition makes sense – scale in 
the region can help improve operations, contain customer rates and reduce the 
duration and magnitude of any hurricane impacts. In fact, we see further 
opportunities for consolidation in the region as Mirant (MIR – NYSE, Not Rated) 
has announced it plans to sell its utility assets on several islands including 
Jamaica, Bahamas and Trinidad.  
 
We have reviewed the Mirant assets and think the Bahamian assets may be a 
good fit for Fortis. The Jamaican assets are by far the largest in the package, but 
available financial information suggests earnings have been depressed and 
inconsistent. We have no financial information on the Bahamian assets but 
Mirant’s disclosure suggests that its 55% of the utility might be slightly larger 
than the Turks assets. The Grand Bahama Power Company has 151 MW of 
generation and serves 19,000 customers. 
 
The Turks asset fits the Fortis growth profile as well as its geographic footprint. 
We understand electricity sales on the island have increased at an annual 
average rate of 15% over the past five years. Changes in the development 
pattern on the island – from small accommodations to large luxury hotels – 
should continue driving growth in the future.   
 

Modest But Positive Earnings Accretion 
The deal parameters and key facts driving earnings impacts can be summarized 
as follows: 
• The Turks and Caicos utility operates under a 17.5% allowed return on 

assets (pre and post tax). 
• The regulated asset base is about US$50 million. 
• Therefore, the total return on capital is about 17.5%*US$50mln=US$8.75 

mln. Subtracting interest on the US$20 mln debt derives earnings of about 
US$7.0 million.  

• Fortis paid US$70 million for the equity or about 2.0x book value and 10x 
earnings. 

 
The earnings accretion from the deal is modest ($0.02 - $0.03) if financed with 
an appropriate long-term equity mix. However, the company has financed it for 
now 100% with debt. Therefore, we estimate it will add about $0.05 to our 2007 
EPS forecast. 
 

Offsetting Considerations – Hurricane Risk and Equity 
Issuance 
The Turks assets, like all Caribbean assets, could be impacted for extended 
periods by hurricanes. The company has business interruption insurance, but we 
believe that a significant hurricane could nevertheless depress earnings and 
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result in cash costs for rebuilding transmission and distribution networks. We 
understand the poles are mostly constructed of wood – like they are in Belize – 
and are therefore more vulnerable to damage than the concrete polls used on 
Grand Cayman. 
 
For valuation purposes, the increased risk profile offsets incremental earnings to 
some extent. The high allowed return on assets drives earnings accretion. But at 
the same time, we believe it is important to bear in mind that the high return is 
there to compensate for a real risk. If there were less weather risk associated 
with the assets, the return and earnings accretion would be lower. 
 
We also consider the appropriate long-term financing mix for the acquisition in 
our valuation. The Turks utility assets should probably be financed with at least 
50% equity. In fact, our models show that Fortis Corporation as a whole will be 
pushing its maximum 70% debt+pref ratio with this deal. Therefore, some new 
equity will likely be required during 2007, though our estimate excludes any for 
now.  
 
In summary, we see the acquisition as modestly positive for the stock, largely 
for strategic reasons with the potential for added growth and other acquisition 
announcements in the Caribbean near-term. However, since we think the Turks 
asset modestly increases the company risk profile, we are not changing our $25 
target price.  
 

Price Target Calculation 
Our $25 target price is based on a 17.9x multiple of our 2007 EPS forecast of 
$1.40. It also implies a 2.9% dividend yield. The target P/E multiple is found at 
the higher end of the stock’s historical trading range (10x-20x) but all of the 
pipelines and utilities are trading through peak historical multiples due to the low 
interest rate environment. Fortis has tended to trade at a 1-2x earnings multiple 
point discount to the Canadian utilities group but is now trading at a premium to 
the Canadian utility group and may continue to do so given its superior near-
term growth profile. 

 

Key Risks to Price Target 
Fortis could fall short of our 2006 and 2007 earnings forecasts (and fail to meet 
our target price) for various reasons, including (but not limited to) the impact of 
negative regulatory decisions in Alberta and B.C., weak power prices in Ontario, 
low hydro flows, and tourism conditions (real estate division). In addition, the 
utility stocks are sensitive to changes in Canadian bond yields.  If bond yields 
rise significantly, valuation in the sector will likely fall. Fortis can offset a 
potential rise in bond yields to some or a full extent through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2005 Current $0.32A $0.30A $0.32A $0.22A $1.16A

2006 Current $0.35A $0.33A $0.31E $0.26E $1.25E

2007 Prior -- -- -- -- $1.35E

2007 Current -- -- -- -- $1.40E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets: 
 

Stock Prices as of 08/28/2006: 
Fortis Inc. (2g, 7) (FTS-TSX, $23.76, Sector Performer) 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 

Stock Prices as of 08/28/2006: 
Mirant Corp. (MIR-NYSE, US$27.26, Not Rated) 

 
Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp. makes a market in the securities of this company. 
2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 
2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 
2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 
2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 
3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 
4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 
5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 
6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 
6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 
7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 
8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 

research report has provided services to this company for remuneration in the past 12 months. 
9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 
12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 
14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
09/16/2003 13.94 SU 15.00 Matthew Akman

10/24/2003 14.19 SO 15.50 Matthew Akman

11/13/2003 14.88 SO 16.25 Matthew Akman

03/05/2004 15.38 SO 16.75 Matthew Akman

11/15/2004 16.52 SO 17.75 Matthew Akman

12/06/2004 16.61 SO 18.75 Matthew Akman

02/09/2005 18.65 SO 20.50 Matthew Akman

07/08/2005 19.85 SO 21.75 Matthew Akman

08/05/2005 20.85 SO 22.50 Matthew Akman

09/29/2005 24.35 SP 23.75 Matthew Akman

10/14/2005 24.09 SP 25.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 28 Aug 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 317 40.2% Sector Outperformer (Buy) 167 52.7%

Sector Performer (Hold/Neutral) 384 48.7% Sector Performer (Hold/Neutral) 183 47.7%

Sector Underperformer (Sell) 60 7.6% Sector Underperformer (Sell) 28 46.7%

Restricted 19 2.4% Restricted 18 94.7%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 28 Aug 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 2 20.0% Sector Outperformer (Buy) 1 50.0%

Sector Performer (Hold/Neutral) 8 80.0% Sector Performer (Hold/Neutral) 4 50.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, DUK, EEP, EMA, ENB, FTS, RRI, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Legal Disclaimer 

 This report is issued and approved for distribution by (i) in Canada, CIBC World Markets Inc., a member of the 
Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (ii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iii) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is distributed in the Unites States by CIBC World Markets Inc. and has 
not been reviewed or approved by CIBC World Markets Corp., a member of the New York Stock Exchange ("NYSE"), 
NASD and SIPC.  This report is intended for distribution in the United States only to Major Institutional Investors (as such 
term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for 
the use of any person or entity that is not a major institutional investor.  Major Institutional Investors receiving this 
report should effect transactions in securities discussed in the report through CIBC World Markets Corp.  This report is 
provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, 
and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where 
such offer or solicitation would be prohibited.  This document and any of the products and information contained herein 
are not intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients by virtue of their 
receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 
 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such.  All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. 
 Nothing in this report constitutes legal, accounting or tax advice.  Since the levels and bases of taxation can 
change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the tax 
consequences of investments.  As with any investment having potential tax implications, clients should consult with their 
own independent tax adviser.  This report may provide addresses of, or contain hyperlinks to, Internet web sites.  CIBC 
World Markets has not reviewed the linked Internet web site of any third party and takes no responsibility for the 
contents thereof.  Each such address or hyperlink is provided solely for the recipient's convenience and information, and 
the content of linked third-party web sites is not in any way incorporated into this document.  Recipients who choose to 
access such third-party web sites or follow such hyperlinks do so at their own risk.  Although each company issuing this 
report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce ("CIBC"), each is solely responsible for its 
contractual obligations and commitments, and any securities products offered or recommended to or purchased or sold 
in any client accounts (i) will not be insured by the Federal Deposit Insurance Corporation ("FDIC"), the Canada Deposit 
Insurance Corporation or other similar deposit insurance, (ii) will not be deposits or other obligations of CIBC, (iii) will 
not be endorsed or guaranteed by CIBC, and (iv) will be subject to investment risks, including possible loss of the 
principal invested.  The CIBC trademark is used under license. 
 © 2006 CIBC World Markets Inc.  All rights reserved.  Unauthorized use, distribution, duplication or disclosure 
without the prior written permission of CIBC World Markets is prohibited by law and may result in prosecution. 
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Equity Research
Earnings Update

November 1, 2006  Pipelines, Utilities, & Power 

Fortis Inc. 
Cost Cutting Paces Strong Q3 Results 

� Fortis reported normalized Q3/06 EPS of $0.37 vs. our estimate of $0.31 
and $0.32 in Q3/05. Operating cost reductions and lower income tax rates 
drove most of the upside surprise. Cost savings appear sustainable, so we 
are raising our 2006 and 2007 EPS estimates. 

� The company's tax rate in Q3 was about 14% vs. 30% previously. Most of 
the reduction relates to a change to the taxes payable method of accounting 
in Alberta. Essentially, the company converted cash future income taxes to 
earnings. 

� Operating cost reductions at the regulated Western Canadian and Ontario 
utilities compounded the positive tax benefits. We believe that the company 
will continue earning a premium to allowed ROEs at least through 2007. 

� We are raising our 2007 EPS forecast from $1.40 to $1.45. Our price target 
of $26 (previously $25) is based on a sector-average 18x multiple. This 
valuation balances premium growth against the company's relatively low 
balance-sheet equity ratio.  

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 06-67197 © 2006

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $26.00
FTS-TSX (10/31/06) $25.65

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $20.36-$25.65
Shares Outstanding 103.6M
Float 103.3M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $2,658.5M
Dividend/Div Yield $0.76 /  3.0%
Fiscal Year Ends December
Book Value $13.51 per Shr
2006 ROE (E) 10.6%
LT Debt $2.2B
Preferred $319.49M
Common Equity $1.4B
Convertible Available No

Earnings per Share Prev Current
2005 $1.16A 
2006 $1.25E $1.35E 
2007 $1.40E $1.45E 
P/E
2005 22.1x
2006 20.5x 19.0x
2007 18.3x 17.7x

Dividends per Share
2004 $0.54
2005 $0.59
2006E $0.67

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 

Fortis reported normalized Q3/06 EPS of $0.37 vs. our estimate of $0.31 and 
$0.32 in Q3/05. Operating cost reductions and lower income tax rates drove 
most of the upside surprise. Cost savings appear sustainable, so we are raising 
our 2006 and 2007 EPS estimates. 
 
For a full breakdown and analysis of earnings by segment, please see the 
appendix to this comment. 
 

Lower Tax Rate May Overstate Growth This Year 
Fortis booked a 14% tax rate for accounting purposes in the quarter, but it is 
running at a 33% rate for the full year so far. Earnings would have been in line 
with our estimate had the company booked a more historically normal tax rate. 
This development begs the question of whether earnings are improved due to 
fundamental business growth or just due to tax planning. 
 
The answer to this question requires a closer examination of the Fortis Alberta 
earnings, where income taxes were actually negative in the quarter despite 
reporting strong pre-tax profits. The reduction at Alberta relates to a switch to 
the taxes payable method of accounting in Alberta. Last year in the first nine 
months, Fortis Alberta reported about $8.7 million in future income taxes that 
did not show up in earnings but did boost cash flow. This year, the company 
essentially converted that cash future income taxes to earnings.  
 
In the sense that Fortis Alberta has merely converted cash flow to earnings, 
nothing has changed in the business relative to last year. In fact, revenues are 
down at Fortis Alberta on a year-over-year basis (up slightly after adjusting for 
some unusual items).  
 
Other evidence on the Fortis consolidated cash-flow statement also suggests 
that improvements in business fundamentals are limited this year. Cash flow for 
the first nine months of the year is actually down, even before non-cash 
operating working capital. We believe that this situation is somewhat temporary, 
in that cash flows should begin growing again soon with new, regulated 
investments. We are merely pointing out that the earnings growth in 2006 
probably overstates the extent of improved business fundamentals this year. 
 

Capital Investments and Cost Cuts Paying Off 
There is little doubt that growth is still present in the company, though, even 
absent the lower tax rates. Investments in Alberta and British Columbia 
regulated utilities are paying off with a high degree of certainty. Also, 
hydroelectric revenues in Belize have risen with added capacity. 
 
The company’s cost-cutting efforts are even more impressive. Operating cost 
reductions at the regulated Western Canadian and Ontario utilities compounded 
the positive tax benefits and were achieved in an environment of significant 
labour cost escalation. As a result, we believe that the company will continue 
earning a premium to allowed ROEs at least through 2007. 
 
The growth from both lower taxes and improved operations drives our upward 
EPS revisions. We are raising our 2006 EPS forecast from $1.25 to $1.35 and 
our 2007 EPS forecast from $1.40 to $1.45. Fortis has continued achieving 
premium growth despite relatively low Ontario power prices that probably 
dampened earnings by about $0.05. 
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Valuation – Premium Growth vs. Relatively High Debt 
Our price target on Fortis considers not only the premium growth and strong 
management team, but also the relatively high level of debt and debt 
equivalents and potential loss of earnings from Ontario power assets. The 
growth rates are impressive and are a testament to the company’s deep and 
accomplished team. We believe that the company is positioned for success in 
future growth through organic means and acquisitions. 
 
On the other hand, the company has about 31% common equity on the balance 
sheet while most of the other Canadian pipeline and utility companies now carry 
at least 40% common equity. It will also lose about $0.10 in EPS in 2009, when 
a lease on Ontario hydroelectric assets (Ranking Dam) runs out.  
 
Therefore, our target price of $26 (previously $25) is based on a sector-average 
18x multiple. This valuation balances premium growth against the company's 
relatively low balance sheet equity ratio. The target justifies our Sector 
Performer rating on the stock. 
 

Appendix: Summary of Q3’06 Results 

Exhibit 1. Segmented Earnings for Fortis (financials in C$ millions) 

Q3/06A Q3/05A 2006E 2005A

New foundland Pow er $2.6 $3.4 $28.9 $29.4

Maritime Electric $3.1 $3.0 $9.5 $9.1

FortisAlberta & FortisBC $18.0 $13.9 $63.6 $53.7

FortisOntario $1.6 $0.5 $3.5 $2.7

Belize Electricity $3.8 $3.2 $11.1 $7.9

Caribbean Utilities $3.2 $3.0 $8.5 $11.4

Turks & Caicos $0.7 - $2.2 -

Fortis Generation $7.1 $7.8 $28.2 $21.6

Fortis Properties $6.3 $4.9 $18.0 $14.1

Corporate ($8.3) ($7.0) ($33.6) ($32.4)

Operating Earnings for Common $38.1 $32.8 $139.9 $117.6
Unusual Items $0.7 $4.7 $4.6 $19.4

Reported Earnings $38.8 $37.5 $144.5 $137.0

Average Shares Outstanding (mln) 103.4 103.0 103.5 101.6

Operating EPS $0.37 $0.32 $1.35 $1.16
Reported EPS $0.38 $0.36 $1.40 $1.35

Note:

1. Unusual item in Q3/06 includes a $0.7 million gain from insurance proceeds on NY Hydro asset.

    Other unusual items in 2006 include a $1.6 million after-tax gain on the sale of Days Inn Sydney,

    a $1.6 million unrealized FX gain and a $0.7 million after-tax gain on insurance.

2. Unusual items in 2005 include $8.6 million positive adjustment for tax-related matters at Fortis Alberta, 

     and Cornw all Electric, $1.4 million interest recovery from New foundland Pow er's tax settlement, 

    $2 million non-cash foreign exchange gain, and $0.5 million restructuring charge in Corporate costs.

Source:  Company reports and CIBC World Markets Inc.
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Newfoundland Power 
Newfoundland Power reported earnings of $2.6 million in Q3/06 versus $3.4 
million in Q3/05. This decrease was mainly due to higher energy supply costs, 
partially offset by increased earnings from the change to an accrual basis of 
revenue recognition (initiated in January 2006). The impact of this change was 
$0.2 million in the quarter.  
 
Maritime Electric 
Earnings for Maritime Electric in the third quarter of 2006 were essentially flat 
compared to Q3/05. Revenues were higher from a basic electricity rate increase, 
offset by increased amortization costs and higher finance charges associated 
with the company’s capital expenditure program. 
 
FortisOntario 
Normalized earnings for FortisOntario in the third quarter were $1.1 million 
higher than Q3/05. Earnings improved mainly due to higher electricity rates, 
which came into effect May 2006 and lower operating expenses. 
 
FortisAlberta 
Third-quarter results were $3.0 million higher than for the same period in 2005. 
Lower effective corporate income taxes and an increase in energy deliveries 
were partially offset by a 1.9 percent decrease in distribution rates, higher 
operating expenses, amortization costs and finance charges. 
 
FortisBC 
FortisBC reported third quarter earnings of $5.7 million, $1.1 million higher than 
in Q3/05. Improved earnings primarily came from an increase in electricity 
rates, higher electricity sales and lower operating expenses. This was partially 
offset by higher energy supply costs (due to new PBR mechanism), increased 
amortization and finance costs. 
 
Regulated Utilities – Caribbean 
Q3/06 earnings for Belize Electricity were up $0.6 million from the same period 
in 2005, mainly due to higher electricity sales and lower finance charges.  
 
Fortis Generation 
Third quarter normalized earnings from Fortis Generation were essentially flat 
compared to Q3/05. Higher energy sales in Belize and lower effective corporate 
income taxes were offset by lower realized energy prices in Ontario. 
 
Fortis Properties 
Earnings were $1.4 million higher versus Q3/05 mainly due to the contribution 
of expansions in Holiday Inn Sarnia, Kitchener-Waterloo and Blue Cross Centre 
as well as lower effective corporate income taxes. 
 
Turks and Caicos Utilities 
Fortis acquired the utilities on August 28, 2006 and earnings from the utilities 
were immediately accretive to earnings. 
 
Corporate 
Corporate expenses were higher year-over-year mainly due to decreased 
unrealized foreign exchange gains, increased finance charges and higher 
operating expenses, partially offset by higher corporate income tax recovery. 
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Price Target Calculation 
Our $26 target price is based on a 17.9x multiple of our 2007 EPS forecast of 
$1.45. It also implies a 2.9% dividend yield. The target P/E multiple is found at 
the higher end of the stock’s historical trading range (10x-20x) but all of the 
pipelines and utilities are trading through peak historical multiples due to the low 
interest rate environment. Fortis has tended to trade at a 1-2x earnings multiple 
point discount to the Canadian utilities group but is now trading at a premium to 
the Canadian utility group and may continue to do so given its superior near-
term growth profile. 

 

Key Risks to Price Target 
Fortis could fall short of our 2006 and 2007 earnings forecasts (and fail to meet 
our target price) for various reasons, including (but not limited to) the impact of 
negative regulatory decisions in Alberta and B.C., weak power prices in Ontario, 
low hydro flows, and tourism conditions (real estate division). In addition, the 
utility stocks are sensitive to changes in Canadian bond yields.  If bond yields 
rise significantly, valuation in the sector will likely fall. Fortis can offset a 
potential rise in bond yields to some or a full extent through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2005 Current $0.32A $0.30A $0.32A $0.22A $1.16A

2006 Prior $0.35A $0.33A $0.31E $0.26E $1.25E

2006 Current $0.35A $0.33A $0.37A $0.31E $1.35E

2007 Prior -- -- -- -- $1.40E

2007 Current -- -- -- -- $1.45E
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Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
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discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/13/2003 14.88 SO 16.25 Matthew Akman

03/05/2004 15.38 SO 16.75 Matthew Akman

11/15/2004 16.52 SO 17.75 Matthew Akman

12/06/2004 16.61 SO 18.75 Matthew Akman

02/09/2005 18.65 SO 20.50 Matthew Akman

07/08/2005 19.85 SO 21.75 Matthew Akman

08/05/2005 20.85 SO 22.50 Matthew Akman

09/29/2005 24.35 SP 23.75 Matthew Akman

10/14/2005 24.09 SP 25.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 31 Oct 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 317 38.9% Sector Outperformer (Buy) 161 50.8%

Sector Performer (Hold/Neutral) 398 48.8% Sector Performer (Hold/Neutral) 199 50.0%

Sector Underperformer (Sell) 69 8.5% Sector Underperformer (Sell) 32 46.4%

Restricted 20 2.5% Restricted 18 90.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 31 Oct 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 2 20.0% Sector Outperformer (Buy) 1 50.0%

Sector Performer (Hold/Neutral) 7 70.0% Sector Performer (Hold/Neutral) 4 57.1%

Sector Underperformer (Sell) 1 10.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, DUK, EEP, EMA, ENB, FTS, RRI, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 
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November 27, 2006  Pipelines, Utilities, & Power 

Fortis Inc. 
Pace Of Earnings Growth Unsustainable 

� Fortis shares have achieved premium valuation as EPS growth has recently 
exceeded expectations. We see growth and valuation at current levels as 
unsustainable so are downgrading our rating to Sector Underperformer from 
Sector Performer, effective November 27. 

� Actions that have caused upside earnings surprises this year have driven 
the stock but may not create long-term value. EPS growth has come from 
utilities earning in excess of allowed ROEs, financing acquisitions with debt 
equivalents, and reducing reliance on Canadian regulated assets. 

� With Fortis shares trading at all-time highs, we see major acquisition 
activity as a near-term risk to the stock. Given the company's relatively thin 
balance sheet equity ratio, a significant acquisition would likely require large 
equity issuance and could pressure credit ratings. 

� Fortis used to trade at a discount to the pipeline and utilities group due to 
Caribbean and unregulated exposure. This discount could re-emerge as the 
business mix is again moving away from regulated Canadian utilities. 

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 06-68527 © 2006

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Float 103.3M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $2,921.8M
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Fiscal Year Ends December
Book Value $12.54 per Shr
2006 ROE (E) 10.6%
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Preferred $442.00M
Common Equity $1.3B
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Earnings Per Share Prev Current
2006 $1.35E 
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2008 $1.50E 
P/E
2006 20.9x
2007 19.4x
2008 18.8x

Dividends Per Share
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2005 $0.59A
2006 $0.67E
2007 $0.78E

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com
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Investment Conclusion 
Good things happen to good companies so with Fortis (FTS–SU) shares 
outperforming the market and peer group this year, the temptation is to call 
business as usual and leave it at that. As in anything that seems too good to be 
true though, a reality check sometimes turns up surprises. Fortis is still a good 
company, but a more in-depth analysis of its financial position indicates recent 
earnings may overstate the sustainable growth rate. Or, sustaining current growth 
may require taking on more risky assets and making large acquisitions that could 
create an oversupply of equity, sending the shares lower near term. Given these 
views, we are maintaining our $26.00 price target but downgrading our rating to 
Sector Underperformer from Sector Performer, effective November 27. 

Composition Of 2006 Growth Reveals Concerns 
Actions that have caused upside earnings surprises this year have driven the 
stock but may not create long-term value. Growth is coming primarily from 
three different areas: 

1. EPS growth has come from utilities earning in excess of allowed 
returns on equity (ROE). In particular, Fortis Alberta appears to be 
generating earnings well above the regulated return. For the first nine 
months of the year, the subsidiary reported earnings of $33 million. Yet, in 
a rates filing from December 12, 2005, the company showed that the 
8.93% allowed ROE on a normal 37% equity ratio would only generate 
$25.2 million for the full year. Our model suggests the company is tracking 
toward a 13% achieved ROE this year. The difference between the allowed 
ROE and achieved ROE is worth about $0.11 in EPS this year. While some 
part of the improved ROE likely comes from the company’s outstanding 
efforts in containing costs, we believe that much of it comes from tax 
planning outside the regulated utility construct. Either way, we do not 
believe achieving such premiums to the allowed return is sustainable. In 
2007 or 2008 at the latest, we believe the Alberta customers and regulator 
will seek to adjust rates reflecting actual costs and causing downward 
pressure on the achieved returns. It is harder to know when corporate tax 
planning measures will expire, but difficult to imagine such initiatives could 
add several hundred basis points to achieved ROEs on an ongoing basis. 

Exhibit 1. Allowed And Achieved ROEs At Fortis Alberta 
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2. Acquisitions have been financed with debt equivalents, causing EPS 
accretion at the expense of the company’s balance sheet equity 
ratio. In recent months, Fortis has made three acquisitions. It acquired a 
100% interest in the Turks and Caicos electric utility for US$90 million, a 
100% interest in four Western Canadian hotels for $51.6 million, and an 
additional 16% of Caribbean Utilities (CUP.U–TSX) for about $56 million. In 
financing these acquisitions, the company issued $125 million of preference 
shares and US$40 million of subordinated convertible debentures. Our 
modeling shows the company’s equity ratio having moved down this year 
by about 200 basis points to below 31% — the thinnest equity ratio in the 
peer group by a significant margin. With allowed equity ratios in the 
Western Canadian utilities of 36% in Alberta and 40% in B.C., we had 
anticipated the balance sheet would continue the strengthening trend it 
began last year. However, events of this year have reversed course. 

Exhibit 2. Equity Ratio Of Fortis From 2001–2006 
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Source: Company reports and CIBC World Markets Inc.

3. The proportion of Canadian regulated assets in the business mix is 
declining again. Having spent two years building up its reliance on 
relatively low-risk Canadian regulated utility assets, Fortis is now moving 
back away from this business mix. Between 2002 and 2004, Fortis 
managed to boost its proportion of Canadian regulated utility earnings from 
52% to 71%. This year, regulated returns on Canadian assets are declining 
while the company has acquired additional stakes in Caribbean and 
unregulated assets. As a result, we forecast that Canadian regulated 
utilities will make up only 54% of total earnings by 2007. 
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Exhibit 3. Percentage Of Total Earnings Contribution From Canadian 
Regulated Utilities 
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Premium Valuation May Be At Risk 

Fortis used to trade at a discount and now trades at a premium to its peer 
group. The management performance at Fortis justifies a premium, having 
achieved superior growth over time in earnings and dividends. The valuation is 
at risk, in our view, not because of management but because of relative balance 
sheet weakness and recent deterioration in the quality of its asset mix. 

Earnings multiple comparisons, particularly those based on basic earnings per share, 
do not fully highlight the extent of premium on Fortis shares. The stock is trading at 
about 19.5x our 2007 EPS estimate versus a group average of about 19.0x. But the 
common equity ratio at Fortis is only about 30% versus a group average of about 
45%. The gap in balance sheet strength has two important implications: 

1. The company trades at a significant EV/EBITDA premium to its 
comparable peers. We calculate the multiple on Fortis at around 10.8x 
versus around 9.0x for most of the other Canadian pipelines and utilities 
(Enbridge (ENB–SP) is the notable exception trading over 11.0x EBITDA). 

2. With significant debt equivalents on its balance sheet, Fortis has a 
material gap between basic and diluted earnings per share. For the 
first nine months of 2006, the difference was $0.04 in EPS when the 
preference shares and convertible debentures were included in the fully 
diluted calculation. The gap between basic and fully diluted earnings will 
likely grow next year as the company issued additional convertible 
debentures during the fourth quarter. Since we do not believe the 
preference shares or convertible debentures will be converted, we use a 
basic EPS calculation in deriving our estimates. However, we acknowledge 
that when using basic EPS estimates, the P/E multiple on the stock should 
be discounted somewhat due to a relatively weak balance sheet.  

While valuation metrics are expanding, a trend is emerging back to a more 
heavy reliance on earnings from Caribbean utility assets and unregulated 
businesses. In late 2003, when Fortis acquired regulated electrical utility in 
Western Canada, we argued the stock would probably see expansion in valuation 
metrics due to an improvement in its asset mix. Indeed, the company used this 
argument as a rationale for the acquisition, despite its anticipated near-term 
earnings dilution. 
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The company delivered on its promise to reduce its risk profile, and in 2004, 
Canadian regulated assets delivered over 70% of total company earnings. 
Recent acquisitions of Caribbean assets and real estate assets, combined with 
new investments in Caribbean hydroelectric generation, have again altered the 
company’s profile but this time in the reverse. We now anticipate Canadian 
regulated assets will only deliver 54% of total earnings in 2007 (see Exhibit 3 for 
model details). 

Fortis shares used to trade at a discount to the pipeline and utilities group due to 
Caribbean and unregulated exposure. From the late 1990s until the acquisition 
of Western Canadian assets in late 2003, the stock tended to trade at a 2.0-
point P/E multiple discount. It now trades at a slight P/E premium. The P/E 
multiple discount could re-emerge as the business mix is again moving away 
from relatively low-risk assets. 

Exhibit 4. Fortis P/E Multiple Compared To Canadian Utility Group 
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Acquisition Targets Back In Focus 
Fortis has grown successfully through acquisition as much or more than any other 
Canadian utility company. It has succeeded more than most in creating value 
through acquisitions as well. Now that the Western Canadian utility assets have 
been fully integrated, we believe management will be actively seeking targets. 

With a presence now in Western Canada, a move into the Pacific Northwest of 
the U.S. is logical for Fortis. There are several publicly traded electrical and gas 
utilities in the region, many of which have performed poorly over the years and 
could ultimately benefit from the proven Fortis utility operating model.  

Most of the companies trade at a P/E discount to Fortis (around 16x–17x 2007 
consensus EPS) so it may be possible for Fortis to pay a premium and still 
achieve modest accretion. None of the transactions would be small for Fortis, 
however, as most electrical utilities in the Pacific Northwest sit at about two-
thirds of Fortis’ $3.0 billion market capitalization.  
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Exhibit 5. Comparative Valuation Of Fortis Versus Pacific Northwest Utilities 

EPS P/E Ratios Dividend EV/EBITDA
Company Ticker

Price 
11/24/06 

Mkt. Cap. 
($ mlns.) 2005 2006E 2007E 2005 2006E 2007E Rate Yield

Book 
Value 2006E 2007E

Price/ 
Book

ROE 
2006E

Equity 
Ratio

Fortis And Northwest Utilities
Fortis FTS $28.19 $2,920.5 $1.16 $1.35 $1.45 24.3 20.9 19.4 $0.67 2.4% $12.38 10.8 10.3 2.1 10.0% 30.9%
Avista Corporation AVA $27.21 $1,339.9 $0.92 $1.45 $1.52 29.6 18.8 17.9 $0.58 2.1% $16.62 8.7 8.3 1.6 8.7% 43.4%
Idaho Power Company IDA $39.75 $1,696.5 $1.62 $2.33 $2.33 24.5 17.1 17.1 $1.20 3.0% $25.46 9.4 9.1 1.6 9.2% 50.6%
Northwestern Corp NWEC $35.80 $1,270.9 $1.37 $1.65 - 26.1 21.7 - $1.24 3.5% $20.89 - - 1.7 7.9% 51.4%
Portland General Electric Co. POR $27.85 $1,740.6 - $1.01 $1.72 - 27.6 16.2 $0.90 3.2% $19.17 7.4 6.4 1.5 5.3% 54.4%
Puget Sound Energy Inc. PSD $24.14 $2,809.9 $1.42 $1.48 $1.63 17.0 16.3 14.8 $1.00 4.1% $17.83 8.0 7.2 1.4 8.3% 41.5%
Cascade Natural Gas CGC $25.96 $293.1 - $1.12 $1.17 - 23.3 22.2 $0.96 3.7% $10.50 10.0 8.5 2.5 10.6% 38.9%
Northwest Natural Gas NWN $40.19 $1,105.2 $2.16 $2.21 $2.37 18.6 18.2 16.9 $1.42 3.5% $21.54 8.7 8.4 1.9 10.3% 48.7%

Average 23.4 20.5 17.8 3.2% 9.0 8.3 1.8 8.8% 45.9%

Figures for Fortis are in C$, all others are in US$.

Estimates for Fortis are CIBC World Markets. All other companies are based on estimates from First Call and Bloomberg.

Source: Company reports and CIBC World Markets Inc.

BC Gas is the only sizable utility we know of in Canada that may be for sale. 
Owner Kinder Morgan (KMI–NYSE) may not see the utility as a fit with its 
business mix or growth and return profile. BC Gas has one of the lowest allowed 
ROEs in the country (likely heading down to about 8.3% next year) and a thin 
35% equity ratio. The two B.C. gas utilities would form a sizable acquisition for 
any company including Fortis. On a combined basis, the Vancouver mainland 
and Island facilities have about $1.0 billion in regulated equity. 

While Fortis has an outstanding track record of integrating acquired assets, we still 
see the potential for a major acquisition as a near-term risk to the stock. Given 
the company’s relatively thin balance sheet equity ratio, a significant acquisition 
would likely require large equity issuance and could pressure credit ratings.  

Back Off Shares For Now 

Questionable earnings sustainability, relative balance sheet weakness and a 
deteriorating risk profile are all good reasons to back off of Fortis shares. Not to 
overstate the issues — we see no crisis at the company — just valuation that 
doesn’t make much sense any more. In simple terms, if regulated Canadian 
electrical utility assets are the best part of Fortis and make up only 54% of total 
earnings, how can its stock sustain a 2-point EBITDA multiple premium to other 
more pure play regulated Canadian pipelines and utilities?  

Management and track record should and do count for something, but in the end, 
adding more value often involves taking more risk. Fortis rolled the dice and won 
in 2003 on the Western utility assets. Now it is betting on Caribbean acquisitions. 
From current levels, there is probably more downside than upside in that bet. An 
acquisition of other regulated utility assets may again alter course, but with the 
need for significant new equity to finance utility acquisitions, the tide may again 
turn from a seller’s to a buyer’s market in Fortis shares.  
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Price Target Calculation 
Our $26.00 price target is based on a 17.9x multiple of our 2007 EPS estimate 
of $1.45. It also implies a 2.9% dividend yield. The target P/E multiple is found 
at the higher end of the stock’s historical trading range (10x–20x) but all of the 
pipelines and utilities are trading through peak historical multiples due to the low 
interest rate environment. Fortis has tended to trade at a 1x–2x earnings 
multiple-point discount to the Canadian utilities group but is now trading at a 
premium to the Canadian utility group. 

Key Risks To Price Target 
Fortis could fall short of our 2006 and 2007 earnings forecasts (and fail to meet 
our price target) for various reasons, including (but not limited to) the impact of 
negative regulatory decisions in Alberta and B.C., weak power prices in Ontario, 
low hydro flows, and tourism conditions (real estate division). In addition, the 
utility stocks are sensitive to changes in Canadian bond yields. If bond yields 
rise significantly, valuation in the sector will likely fall. Fortis can offset a 
potential rise in bond yields to some or a full extent through dividend growth. 



Pace Of Earnings Growth Unsustainable - November 27, 2006 

8

Appendix: 

Exhibit 6. Segmented Earnings Contribution And EPS Estimates ($ mlns., except per share) 

Years Ending December 31 2001 2002 2003 2004 2005 Q1/06 Q2/06 Q3/06 Q4/06E 2006E 2007E 2008E
Newfoundland Power $28.9 $28.8 $29.5 $31.1 $29.4 $10.7 $8.0 $2.6 $7.7 $28.9 $27.0 $26.1 
Alberta & BC Utilities $36.2 $53.7 $21.3 $14.7 $18.0 $9.0 $63.1 $61.7 $68.0 
Maritime Electric $6.1 $6.6 $7.2 $8.2 $9.1 $2.1 $2.2 $3.1 $2.1 $9.5 $9.5 $9.5 
Fortis Ontario (CNP & Cornwall) $5.3 $9.3 $6.5 $4.3 $2.7 $1.0 $0.5 $1.6 $0.4 $3.5 $3.8 $4.0 
Belize Electricity $6.5 $6.9 $6.7 $7.2 $7.9 $1.5 $2.3 $3.8 $3.4 $11.1 $11.6 $12.2 
BECOL $6.7 $4.6 
Fortis Generation $10.9 $12.8 $21.6 $5.4 $6.0 $7.1 $9.7 $28.2 $29.5 $29.6 
Caribbean Utilities $4.1 $5.0 $10.5 $0.8 $11.4 $1.6 $2.1 $3.2 $1.6 $8.5 $14.7 $14.7 
Turks & Caicos $0.7 $1.5 $2.2 $10.0 $10.0 
Fortis Properties $6.1 $9.3 $11.0 $11.8 $14.1 $1.5 $6.5 $6.3 $3.7 $18.0 $22.0 $22.0 
Corporate ($13.8) ($7.3) ($8.6) ($21.5) ($32.4) ($8.5) ($8.3) ($8.3) ($8.5) ($33.6) ($40.0) ($40.0)

Operating Earnings For Common Shares $49.9 $63.2 $73.6 $90.8 $117.6 $36.6 $34.0 $38.1 $30.6 $139.3 $149.9 $156.2 
Unusual Items $3.5 $0.0 $0.0 $0.0 $19.4 $0.0 $3.9 $0.7 $0.0 $4.6 $0.0 $0.0 

Reported Earnings $53.4 $63.2 $73.6 $90.8 $137.0 $36.6 $37.9 $38.8 $30.6 $143.9 $149.9 $156.2 
Average Shares O/S (mlns.) 59.5 65.1 69.2 84.7 101.6 103.3 103.4 103.4 103.5 103.5 103.7 103.8

Operating Earnings Per Basic Share $0.84 $0.97 $1.06 $1.07 $1.16 $0.35 $0.33 $0.37 $0.31 $1.35 $1.45 $1.50 
Reported Earnings Per Basic Share $0.90 $0.97 $1.06 $1.07 $1.35 $0.35 $0.37 $0.38 $0.30 $1.39 $1.45 $1.50 

Source: Company reports and CIBC World Markets Inc.
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Exhibit 7. Comparative Valuation Of Selected Canadian And U.S. Pipeline, Utility And Power Generation Companies

52-Week Range Earnings Per Share P/E Ratios Dividend
Company Ticker

Rating / 
Analyst

Price 
11/24/06 High Low 2004 2005 2006E 2007E 2004 2005 2006E 2007E

‘06E P/E Rel. 
To Group Rate Yield

Payout 
2006E

Price 
Target

Total 
Return

Canadian Pipelines
Enbridge Inc. ENB SP / MA $39.75 $40.31 $31.75 $1.47 $1.59 $1.75 $1.80 27.0 25.0 22.7 22.1 1.2 $1.15 2.9% 65.7% $39.00 1.0%
TransCanada Corp. TRP SO / MA $38.79 $39.12 $30.77 $1.53 $1.75 $1.90 $2.10 25.4 22.2 20.4 18.5 1.0 $1.28 3.3% 67.4% $41.00 9.0%

Canadian Pipelines Average 26.2 23.6 21.6 20.3 3.1% 66.5%

U.S. Pipelines
Duke Energy DUK NR $31.35 $32.11 $26.09 $1.28 $1.80 $1.81 $1.93 24.5 17.4 17.3 16.2 0.9 $1.28 4.1% 70.7% - -
El Paso EP NR $13.76 $16.38 $10.78 ($1.30) ($1.13) $0.92 $1.20 NM NM 15.0 11.5 0.8 $0.16 1.2% 17.4% - -
Kinder Morgan Inc. KMI NR $104.80 $106.18 $81.00 $4.23 $4.43 $4.99 $5.34 24.8 23.7 21.0 19.6 1.1 $3.50 3.3% 70.1% - -
National Fuel Gas NFG NR $37.17 $39.16 $30.58 $1.88 $1.84 $2.33 $2.42 19.8 20.2 16.0 15.4 0.9 $1.20 3.2% 51.5% - -
NiSource NI NR $23.80 $24.05 $19.55 $1.63 $1.05 $1.33 $1.51 14.6 22.7 17.9 15.8 1.0 $0.92 3.9% 69.2% - -
Williams WMB NR $26.70 $27.05 $19.35 $0.36 $0.90 $1.08 $1.45 NM 29.7 24.7 18.4 1.3 $0.36 1.3% 33.3% - -

U.S. Pipelines Average 20.9 22.7 18.6 16.1 3.1% 55.8%

Canadian Utilities 
ATCO ACO.X SU / MA $42.55 $44.00 $33.10 $2.31 $2.43 $2.90 $2.70 18.4 17.5 14.7 15.8 0.7 $0.82 1.9% 28.3% $36.00 (13.5%)
Canadian Utilities CU SP / MA $42.81 $46.20 $35.15 $2.00 $2.03 $2.45 $2.20 21.4 21.1 17.5 19.5 0.9 $1.16 2.7% 47.3% $40.00 (3.9%)
Caribbean Utilities (US$) CUP.U NR $11.70 $12.27 $11.20 $0.13 $0.87 $1.04 $1.06 NM 13.4 11.3 11.0 0.6 $0.66 5.6% 63.5% - -
Emera Inc. EMA SP / MA $22.17 $22.30 $17.69 $1.22 $0.87 $1.20 $1.15 18.2 25.5 18.5 19.3 0.9 $0.89 4.0% 74.2% $21.00 (1.3%)
Fortis FTS SU / MA $28.19 $28.58 $20.36 $1.07 $1.16 $1.35 $1.45 26.3 24.3 20.9 19.4 1.1 $0.67 2.4% 49.6% $26.00 (5.4%)
Gaz Metro L.P. GZM.UN SP / AP $15.74 $22.00 $15.30 $1.40 $1.33 $1.25 $1.26 11.2 11.8 12.6 12.5 0.6 $1.24 7.9% 99.2% $16.00 9.5%
TransAlta Corp. TA SP / MA $24.20 $26.91 $21.88 $0.66 $0.81 $1.05 $1.25 36.7 29.9 23.0 19.4 1.2 $1.00 4.1% 95.2% $26.00 11.6%

Canadian Utilities Average 22.0 20.5 16.9 16.7 4.1% 65.3%

U.S. Utilities
American Electric Power AEP NR $41.53 $41.98 $32.27 $2.33 $2.73 $2.75 $2.88 17.8 15.2 15.1 14.4 0.9 $1.56 3.8% 56.7%
Consolidated Edison ED NR $47.79 $48.88 $41.17 $2.33 $3.00 $2.86 $3.13 20.5 15.9 16.7 15.3 1.0 $2.30 4.8% 80.4% - -
Dominion Resources D NR $81.05 $84.44 $68.72 $4.61 $4.53 $5.10 $5.84 17.6 17.9 15.9 13.9 1.0 $2.76 3.4% 54.1% - -
Exelon EXC NR $59.27 $63.62 $50.91 $2.79 $3.13 $3.28 $4.50 21.2 18.9 18.1 13.2 1.1 $1.60 2.7% 48.8% - -
FPL Group FPL NR $52.82 $53.45 $37.81 $2.46 $2.58 $2.90 $3.37 21.5 20.5 18.2 15.7 1.1 $1.50 2.8% 51.7% - -
PPL Corp. PPL NR $34.24 $35.50 $28.25 $1.87 $2.08 $2.25 $2.33 18.3 16.5 15.2 14.7 0.9 $1.10 3.2% 48.9% - -

U.S. Utilities Average 19.8 17.5 16.5 14.5 3.5% 56.8%

Merchant Generation
AES Corporation AES NR $23.31 $23.22 $15.35 $0.59 $0.91 $1.07 $1.20 39.5 25.6 21.8 19.4 1.0 $0.00 0.0% 0.0% - -
Mirant Corp. MIR NR $29.08 $30.00 $23.36 $0.54 $0.28 $1.28 $1.66 53.5 NM 22.7 17.5 1.0 $0.00 0.0% 0.0% - -
NRG Energy NRG NR $55.87 $55.20 $41.79 $1.79 $1.66 $2.71 $3.70 31.2 33.7 20.6 15.1 0.9 $0.00 0.0% 0.0% - -
Reliant Energy RRI SP / MA $13.32 $13.90 $9.11 $0.07 ($0.45) ($0.33) $0.20 NM NM NM NM - $0.00 0.0% 0.0% $13.00 (2.4%)

Merchant Generation Average 41.4 29.6 21.7 17.3 0.0% 0.0%
Estimates are from CIBC World Markets with the exception of those companies that are not rated. (Sources: Company reports, First Call and IBES)
Figures for Canadian companies in C$; figures for U.S. companies in US$.

EPS estimates for Caribbean Utilities are for the period ending April 30 the following year. 
EPS estimates for GZM.UN and NFG are for the period ending September 30.

SO = Sector Outperformer; SP = Sector Performer; SU = Sector Underperfomer, R = Restricted and NR = Not Rated.

Source: Company reports and CIBC World Markets Inc.
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Exhibit 8. Comparative Valuation Of Selected Canadian And U.S. Pipeline, Utility And Power Generation Companies

52-Week % Change Cash Flow Per Share P/CF Ratios
Company

Shares O/S 
(mlns.)

Mkt. Cap. 
($ blns.)

Inst. 
Owners High Low 2004 2005 2006E 2007E 2004 2005 2006E 2007E

Book 
Value

Price/ 
Book

ROE 
2006E

Debt To 
Cap

 EV/06E 
EBITDA

Canadian Pipelines
Enbridge Inc. 339.6 $13.5 50% (1%) 25% $3.08 $3.84 $3.47 $3.58 12.9 10.4 11.5 11.1 $13.06 3.0 13.8% 64.7% 11.5 
TransCanada Corp. 487.9 $18.9 45% (1%) 26% $3.52 $3.92 $4.54 $4.57 11.0 9.9 8.5 8.5 $15.51 2.5 11.9% 60.1% 9.2 

Canadian Pipelines Average 12.0 10.1 10.0 9.8 2.8 12.9% 62.4% 10.4 

U.S. Pipelines
Duke Energy 1,240.0 $38.9 67% (2%) 20% $4.44 $3.02 7.1 10.4 $20.70 1.5 10.0% 43.3% 9.7 
El Paso 693.0 $9.5 79% (16%) 28% $2.43 $1.36 5.7 10.1 $5.65 2.4 - 76.2% 7.4 
Kinder Morgan Inc. 133.1 $13.9 80% (1%) 29% $5.26 $4.60 19.9 22.8 $31.53 3.3 15.9% 56.5% 11.0 
National Fuel Gas 83.6 $3.1 46% (5%) 22% $4.93 $4.62 7.9 8.0 $16.06 2.3 13.6% 46.3% 7.2 
NiSource 272.5 $6.5 73% (1%) 22% $3.90 $3.35 6.2 7.1 $17.88 1.3 5.9% 57.5% 8.8 
Williams 596.2 $15.9 60% (1%) 38% $2.36 $2.85 11.5 9.4 $9.88 2.7 5.8% 55.0% 10.4 

U.S. Pipelines Average 9.7 11.3 2.3 11.3% 55.8% 9.1 

Canadian Utilities   
ATCO Ltd. 59.3 $2.5 35% (3%) 29% $5.35 $7.23 $6.75 $6.39 8.0 5.9 6.3 6.7 $23.56 1.8 12.3% 49.2% 7.0 
Canadian Utilities 126.3 $5.4 15% (7%) 22% $4.25 $5.89 $5.05 $4.91 10.1 7.3 8.4 8.7 $17.74 2.4 13.8% 50.6% 9.0 
Caribbean Utilities (US$) 25.2 $0.3 2% (5%) 4% $1.07 $1.40 10.9 8.4 $5.30 2.2 12.3% 53.9% 9.4 
Emera Inc. 110.8 $2.5 18% (1%) 25% $2.72 $2.53 $2.94 $3.01 8.2 8.8 7.5 7.4 $12.45 1.8 9.6% 52.8% 8.8 
Fortis Inc. 103.6 $2.9 30% (1%) 38% $3.20 $2.99 $3.15 $3.37 8.8 9.4 8.9 8.4 $12.38 2.1 10.3% 69.1% 10.8 
Gaz Metro L.P. 120.4 $1.9 25% (28%) 3% $3.06 $2.97 $2.53 $2.92 5.1 5.3 6.2 5.4 $7.68 2.0 10.0% 60.8% 8.7 
TransAlta Corp. 201.1 $4.9 55% (10%) 11% $3.02 $3.32 $3.25 $3.57 8.0 7.3 7.4 6.8 $12.92 1.9 8.1% 46.8% 9.0 

Canadian Utilities Average 8.4 7.5 7.5 7.2 2.0 10.9% 54.1% 8.9 

U.S. Utilities
American Electric Power 394.0 $16.4 69% (1%) 29% $5.00 $3.73 8.4 11.1 $23.92 1.7 11.2% 57.4% 8.2 
Consolidated Edison 245.9 $11.8 44% (2%) 16% $6.54 $4.31 7.5 11.1 $29.99 1.6 9.3% 52.6% 9.3 
Dominion Resources 349.3 $28.3 61% (4%) 18% $8.38 $7.71 10.1 10.5 $34.67 2.3 14.1% 57.5% 8.3 
Exelon 670.0 $39.7 68% (7%) 16% $6.65 $7.15 9.6 8.3 $14.53 4.1 20.6% 58.3% 9.7 
FPL Group 394.3 $20.8 68% (1%) 40% $7.39 $3.93 7.2 13.4 $23.02 2.3 13.4% 56.8% 9.6 
PPL Corp. 380.1 $13.0 59% (4%) 21% $4.07 $3.65 8.4 9.4 $12.86 2.7 17.6% 57.4% 9.0 

U.S. Utilities Average 8.5 10.6 2.5 14.4% 56.7% 9.0 

Merchant Generation
AES Corporation 665.0 $15.5 82% 0% 52% $2.43 $3.30 9.6 NM $3.69 - NM 81.7% 8.3 
Mirant Corp. 300.0 $8.7 0% (3%) 24% $1.42 $1.12 20.5 NM $14.82 2.0 NM 50.2% 11.2 
NRG Energy 137.0 $7.7 81% 1% 34% $7.41 $0.84 7.5 NM $36.25 1.5 NM 56.0% 10.3 
Reliant Energy 307.9 $4.1 72% (4%) 46% $0.96 ($3.56) $2.24 $2.25 13.9 NM 5.9 5.9 $12.01 1.1 0.5% 87.9% 15.0 

Merchant Generation Average 12.9 1.5 0.5% 68.9% 11.2 

Estimates are from CIBC World Markets with the exception of those companies that are not rated. (Sources: Company reports, First Call and IBES)

Figures for Canadian companies in C$; figures for U.S. companies in US$.

For those companies not rated, ROE figures are actuals for the most recent fiscal year.

EPS estimates for Caribbean Utilities are for the period ending April 30 the following year. 

EPS estimates for GZM.UN, and NFG are for the period ending September 30.

Source: Company reports and CIBC World Markets Inc.
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Current $0.35A $0.33A $0.37A $0.31E $1.35E

2007 Current -- -- -- -- $1.45E

2008 Current -- -- -- -- $1.50E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets: 
 

Stock Prices as of 11/24/2006: 
Atco Ltd. (7, 13) (ACO.X-TSX, $43.48, Sector Underperformer) 

Canadian Utilities Ltd. (7, 13) (CU-TSX, $43.57, Sector Performer) 
Emera Inc. (2g, 4a, 4b, 7) (EMA-TSX, $22.15, Sector Performer) 

Enbridge Inc. (2a, 2c, 2e, 2g, 7) (ENB-TSX, $39.95, Sector Performer) 
Gaz Métro Limited Partnership (2a, 2c, 2e, 2g) (GZM.UN-TSX, $15.71, Sector Performer) 

Reliant Energy Inc. (RRI-NYSE, US$13.41, Sector Performer) 
TransAlta Corporation (2a, 2c, 2e, 2g, 7, 9) (TA-TSX, $24.65, Sector Performer) 

TransCanada Corp. (7) (TRP-TSX, $38.74, Sector Outperformer) 
 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 
Stock Prices as of 11/24/2006: 
AES Corp (AES-NYSE, US$23.35, Not Rated) 
American Electric Power (AEP-NYSE, US$41.60, Not Rated) 

Avista Corp (AVA-NYSE, US$27.27, Not Rated) 
Caribbean Utilities Company Ltd. (CUP.U-TSX, $11.85, Not Rated) 

Cascade Natural Gas (CGC-NYSE, US$25.90, Not Rated) 
Consolidated Edison (ED-NYSE, US$47.85, Not Rated) 

Dominion Resources (D-NYSE, US$81.00, Not Rated) 
Duke Energy (DUK-NYSE, US$31.33, Not Rated) 

El Paso Corp. (EP-NYSE, US$13.69, Not Rated) 
Exelon (EXC-NYSE, US$59.65, Not Rated) 

FPL Group Inc. (FPL-NYSE, US$52.81, Not Rated) 
Idacorp. Inc (IDA-NYSE, US$39.85, Not Rated) 

Kinder Morgan, Inc. (KMI-NYSE, US$104.82, Not Rated) 
Mirant Corp. (MIR-NYSE, US$29.38, Not Rated) 

National Fuel Gas (NFG-NYSE, US$37.13, Not Rated) 
Nisource (NI-NYSE, US$23.88, Not Rated) 

Northwest Natural Gas (NWN-NYSE, US$40.37, Not Rated) 
NorthWestern Energy (NWEC-NASDAQ, US$35.76, Not Rated) 

NRG Energy (NRG-NYSE, US$55.70, Not Rated) 
Portland General Electric Company (POR-NYSE, US$28.16, Not Rated) 

PPL Corporation (PPL-NYSE, US$35.10, Not Rated) 
Puget Energy Inc. (PSD-NYSE, US$24.26, Not Rated) 

Williams Cos Inc. (WMB-NYSE, US$26.61, Not Rated) 
 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp. makes a market in the securities of this company. 
2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 
2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 
2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 
2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 
3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 
4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 
5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 
6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 
6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 
7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 
8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 

research report has provided services to this company for remuneration in the past 12 months. 
9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 
12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 
14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
03/05/2004 15.38 SO 16.75 Matthew Akman
11/15/2004 16.52 SO 17.75 Matthew Akman
12/06/2004 16.61 SO 18.75 Matthew Akman
02/09/2005 18.65 SO 20.50 Matthew Akman
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 24 Nov 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 322 39.2% Sector Outperformer (Buy) 164 50.9%

Sector Performer (Hold/Neutral) 399 48.5% Sector Performer (Hold/Neutral) 193 48.4%

Sector Underperformer (Sell) 71 8.6% Sector Underperformer (Sell) 32 45.1%

Restricted 17 2.1% Restricted 15 88.2%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 24 Nov 2006) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 1 11.1% Sector Outperformer (Buy) 0 0.0%

Sector Performer (Hold/Neutral) 6 66.7% Sector Performer (Hold/Neutral) 3 50.0%

Sector Underperformer (Sell) 2 22.2% Sector Underperformer (Sell) 1 50.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EEP, EMA, ENB, FTS, RRI, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Legal Disclaimer 

 This report is issued and approved for distribution by (i) in Canada, CIBC World Markets Inc., a member of the 
Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (ii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iii) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is distributed in the Unites States by CIBC World Markets Inc. and has 
not been reviewed or approved by CIBC World Markets Corp., a member of the New York Stock Exchange ("NYSE"), 
NASD and SIPC.  This report is intended for distribution in the United States only to Major Institutional Investors (as such 
term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for 
the use of any person or entity that is not a major institutional investor.  Major Institutional Investors receiving this 
report should effect transactions in securities discussed in the report through CIBC World Markets Corp.  This report is 
provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, 
and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where 
such offer or solicitation would be prohibited.  This document and any of the products and information contained herein 
are not intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients by virtue of their 
receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 
 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such.  All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. 
 Nothing in this report constitutes legal, accounting or tax advice.  Since the levels and bases of taxation can 
change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the tax 
consequences of investments.  As with any investment having potential tax implications, clients should consult with their 
own independent tax adviser.  This report may provide addresses of, or contain hyperlinks to, Internet web sites.  CIBC 
World Markets has not reviewed the linked Internet web site of any third party and takes no responsibility for the 
contents thereof.  Each such address or hyperlink is provided solely for the recipient's convenience and information, and 
the content of linked third-party web sites is not in any way incorporated into this document.  Recipients who choose to 
access such third-party web sites or follow such hyperlinks do so at their own risk.  Although each company issuing this 
report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce ("CIBC"), each is solely responsible for its 
contractual obligations and commitments, and any securities products offered or recommended to or purchased or sold 
in any client accounts (i) will not be insured by the Federal Deposit Insurance Corporation ("FDIC"), the Canada Deposit 
Insurance Corporation or other similar deposit insurance, (ii) will not be deposits or other obligations of CIBC, (iii) will 
not be endorsed or guaranteed by CIBC, and (iv) will be subject to investment risks, including possible loss of the 
principal invested.  The CIBC trademark is used under license. 
 © 2006 CIBC World Markets Inc.  All rights reserved.  Unauthorized use, distribution, duplication or disclosure 
without the prior written permission of CIBC World Markets is prohibited by law and may result in prosecution. 
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Equity Research
Earnings Update

January 18, 2007  Pipelines, Utilities, & Power 

Fortis Inc. 
Reinstating Coverage Following Research 
Restriction 

� We are reinstating our Sector Underperformer rating on Fortis following a 
research restriction. The company recently issued $150 million of common 
equity to finance recent acquisitions and organic growth in its Western 
Canadian electrical utilities. 

� The equity issue will likely dilute 2007E EPS by about $0.04 assuming the 
company uses proceeds to pay down debt. We are reducing our 2007E EPS 
from $1.45 to $1.40. 

� However, we are increasing our price target from $26.00 to $27.00 as we 
now base our price targets on 2008 estimates for all of the stocks under our 
coverage universe. Our 2008E EPS is $1.50. 

� Our rating on Fortis is partially based on our company view (see full report 
dated November 27, 2006) but mostly based on our sector view that the 
Canadian utility stocks are now overvalued. For more details on our 
valuation analysis, please see our full report dated January 8, 2007. 

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 07-70487 © 2007

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Matthew Akman
1 (416) 956-6169
Matthew.Akman@cibc.ca

Gilbert Chan, CFA
 (416) 594-7462
Gilbert.Chan@cibc.ca

Alda Pavao, CFA
1 (416) 956-3229
Alda.Pavao@cibc.ca

Stock Rating:

Sector Underperformer

Sector Weighting:

Market Weight
12-18 mo. Price Target $27.00
FTS-TSX (1/17/07) $28.06

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $20.36-$30.00
Shares Outstanding 108.8M
Float 108.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $3,052.9M
Dividend/Div Yield $0.76 /  2.7%
Fiscal Year Ends December
Book Value $13.25 per Shr
2007 ROE (E) 10.6%
LT Debt $2.3B
Preferred $442.00M
Common Equity $1.5B
Convertible Available No

Earnings Per Share Prev Current
2006 $1.35E 
2007 $1.45E $1.40E 
2008 $1.50E 
P/E
2006 20.8x
2007 19.4x 20.0x
2008 18.7x

Dividends Per Share
2004 $0.54A
2005 $0.59A
2006 $0.67A
2007 $0.78E

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Price Target Calculation 
Our $27.00 price target is primarily based on our detailed dividend discount 
valuation models with consideration for EV/EBITDA multiples and P/E multiples. 
The price target implies an EV/EBITDA multiple of about 10.4x and an 18.0x 
multiple of our 2008E EPS. The target multiples are found at the higher end of 
the stock’s historical trading range but all of the pipelines and utilities are 
trading through peak historical multiples due to the low interest rate 
environment. Fortis has tended to trade at a 1x–2x earnings multiple point 
discount to the Canadian utilities group but now trades at a premium to the 
Canadian utility group. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and B.C., weak power prices in Ontario, low 
hydro flows, and tourism conditions (real estate division). In addition, the utility 
stocks are sensitive to changes in Canadian bond yields. If bond yields rise 
significantly, valuation levels in the sector will likely fall. Fortis can offset a 
potential rise in bond yields to some or a full extent through dividend growth.
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Current $0.35A $0.33A $0.37A $0.31E $1.35E

2007 Prior -- -- -- -- $1.45E

2007 Current -- -- -- -- $1.40E

2008 Current -- -- -- -- $1.50E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
03/05/2004 15.38 SO 16.75 Matthew Akman

11/15/2004 16.52 SO 17.75 Matthew Akman

12/06/2004 16.61 SO 18.75 Matthew Akman

02/09/2005 18.65 SO 20.50 Matthew Akman

07/08/2005 19.85 SO 21.75 Matthew Akman

08/05/2005 20.85 SO 22.50 Matthew Akman

09/29/2005 24.35 SP 23.75 Matthew Akman

10/14/2005 24.09 SP 25.00 Matthew Akman

11/01/2006 25.75 SP 26.00 Matthew Akman

11/27/2006 28.42 SU 26.00 Matthew Akman

01/03/2007 29.51 R - Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 18 Jan 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 316 37.6% Sector Outperformer (Buy) 168 53.2%

Sector Performer (Hold/Neutral) 419 49.8% Sector Performer (Hold/Neutral) 213 50.8%

Sector Underperformer (Sell) 74 8.8% Sector Underperformer (Sell) 36 48.6%

Restricted 17 2.0% Restricted 17 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 18 Jan 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 1 10.0% Sector Outperformer (Buy) 1 100.0%

Sector Performer (Hold/Neutral) 4 40.0% Sector Performer (Hold/Neutral) 2 50.0%

Sector Underperformer (Sell) 4 40.0% Sector Underperformer (Sell) 2 50.0%

Restricted 1 10.0% Restricted 1 100.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EEP, EMA, ENB, FTS, RRI, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Legal Disclaimer 
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Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (ii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iii) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is distributed in the Unites States by CIBC World Markets Inc. and has 
not been reviewed or approved by CIBC World Markets Corp., a member of the New York Stock Exchange ("NYSE"), 
NASD and SIPC.  This report is intended for distribution in the United States only to Major Institutional Investors (as such 
term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for 
the use of any person or entity that is not a major institutional investor.  Major Institutional Investors receiving this 
report should effect transactions in securities discussed in the report through CIBC World Markets Corp.  This report is 
provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, 
and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where 
such offer or solicitation would be prohibited.  This document and any of the products and information contained herein 
are not intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
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receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
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February 09, 2007  Pipelines, Utilities, & Power 

Fortis Inc. 
Another Solid Year But Earnings Growth May Not 
Be Sustainable 

� Fortis reported normalized Q4'06 EPS of $0.33 vs. our estimate of $0.31 
and $0.22 in Q4'05. Full-year results were ahead of expectations but 
Alberta returns are likely unsustainable and cash flows were down. We are 
maintaining our estimates, rating, and target price. 

� Earnings growth was driven by supernormal achieved returns in the Alberta 
utility. We estimate the company achieved a mid-double-digit ROE 
compared to an allowed of less than 9.0%. Tax benefits driving the wedge 
should continue in 2007 but likely not thereafter. 

� Cash flows were down y-o-y due primarily to timing differences in the 
payment of transmission charges and income taxes. We are hopeful cash 
flows will begin rising again in 2007. 

� As usual, Fortis has done a remarkable job of efficiently operating its 
regulated utility assets. However, our analysis suggests a premium for 
management is reflected in the stock. Meanwhile, with allowed returns 
falling, we believe the pace of earnings growth is unsustainable.  

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 07-71641 © 2007

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Matthew Akman
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Gilbert Chan, CFA
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Alda Pavao, CFA
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Stock Rating:

Sector Underperformer

Sector Weighting:

Market Weight
12-18 mo. Price Target $27.00
FTS-TSX (2/8/07) $26.54

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $20.36-$30.00
Shares Outstanding 108.8M
Float 108.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $2,887.6M
Dividend/Div Yield $0.76 /  2.9%
Fiscal Year Ends December
Book Value $11.72 per Shr
2007 ROE (E) 11.9%
LT Debt $2.6B
Preferred $442.00M
Common Equity $1.3B
Convertible Available No

Earnings Per Share Prev Current
2006 $1.35E $1.38A 
2007 $1.40E 
2008 $1.50E 
P/E
2006 19.7x 19.2x
2007 19.0x
2008 17.7x

Dividends Per Share
2004 $0.54A
2005 $0.59A
2006 $0.67A
2007 $0.80E

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 

Fortis reported normalized Q4'06 EPS of $0.33 vs. our estimate of $0.31 and 
$0.22 in Q4'05. Full-year results were ahead of expectations but Alberta returns 
are likely unsustainable and cash flows were down. We are maintaining our 
estimates, rating, and target price. 
 
For a full breakdown and analysis of earnings by segment, please see the 
appendix to this comment. 
 
Earnings growth was driven primarily by supernormal achieved returns in the 
Alberta utility. Utility rate base grew by about 10% but earnings were up by 
about 30%. We estimate the company achieved a mid-double-digit ROE 
compared to an allowed of less than 9.0%.  
 
We understand that some of the earnings improvement has been achieved in the 
corporate Alberta entity, not the regulated utility. Tax benefits are driving the 
wedge between actual and allowed returns. Some of these benefits are likely 
contained in the corporate entity and some in the regulated entity. In either 
case, we believe they can continue through 2007 but not materially longer. 
Insofar as benefits are in the regulated entity, they will likely be eliminated 
through rate adjustments for the 2008/9 years.  
 
The rest of the Fortis businesses ran well but not above expectations for the 
most part. The British Columbia utility earnings are growing with rate base. 
Regulated utility earnings in Eastern Canada have been flat. New acquisitions in 
the Caribbean and in real estate are adding nicely to earnings, but these 
contributions are mostly offset by financing costs as reflected in higher 
Corporate expense. 
 
Cash flows were down y-o-y due primarily to timing differences in the payment 
of transmission charges and income taxes. Management believes that a $30 
million cash outflow for transmission charges (booked as change in regulatory 
assets and liabilities) will reverse in the 2007/8 period. A $36-million cash 
working capital outflow relates in some part to taxes payable from 2005. 
Therefore, we are hopeful cash flows will begin rising again in 2007. 
 
Going forward into 2007 and 2008, we see modest growth as the Alberta utility 
rate base expansion will likely be offset by declining achieved returns. To the 
extent there is organic earnings growth in 2007/8, we see it coming from British 
Columbia and Belize. Rate base growth in British Columbia should offset 
declining returns on equity. In Belize, electricity sales are accelerating again and 
there are opportunities for expanded hydroelectric generation capacity. Our EPS 
estimates reflect this modest growth, going from $1.38 in 2006 to almost $1.50 
in 2008. 
 
As usual, Fortis has done a remarkable job of efficiently operating its regulated 
utility assets. However, our analysis suggests a premium for management is 
reflected in the stock. The company currently carries high EV/EBITDA and cash 
flow valuation multiples. It trades at about 9.0x price to 2007E cash flow, and 
11.5x ’07E EBITDA. Similar Canadian utilities are trading at more like 8.0x cash 
flow and 9.0x–10.0x EBITDA.  
 
On November 27, 2006 we downgraded Fortis to Sector Underperformer and 
wrote a full report demonstrating our view at the time that the shares were 
overvalued. Since that time, the stock has underperformed to some extent, so it 
may perform more in line with the group now. Yet, our stance on the Canadian 
utilities as a whole is mostly negative due to valuation, slowing ’07 growth, and 
a healthy supply of new equity. Therefore, we are maintaining our rating on the 
stock at this time.  
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Appendix: Summary Of Q4’06 Results 

Exhibit 1. Segmented Earnings for Fortis (C$ mlns.) 

Q4/06A Q4/05A 2006A 2005A

New foundland Pow er $8.8 $2.9 $30.1 $29.4

Maritime Electric $2.4 $1.7 $9.8 $9.1

FortisAlberta & FortisBC $14.7 $9.9 $68.7 $53.7

FortisOntario $1.0 $0.2 $3.9 $2.7

Belize Electricity $2.8 $2.0 $10.5 $7.9

Caribbean Utilities $2.8 $2.8 $9.7 $11.4

Turks & Caicos $2.8 - $3.5 -

Fortis Generation $6.8 $8.5 $26.0 $21.6

Fortis Properties $2.8 $2.9 $17.1 $14.1

Corporate ($11.0) ($8.6) ($36.1) ($32.4)

Operating Earnings for Common $33.9 $22.3 $143.2 $117.6
Unusual Items $0.0 $0.0 $4.6 $19.4

Reported Earnings $33.9 $22.3 $147.8 $137.0

Average Shares Outstanding (mln) 103.5 103.2 103.6 101.6

Operating EPS $0.33 $0.22 $1.38 $1.16
Reported EPS $0.33 $0.22 $1.43 $1.35

Note:

1. Unusual items in 2006 include a $0.7 million gain from insurance proceeds on NY Hydro asset.

    a $1.6 million after-tax gain on the sale of Days Inn Sydney, a $1.6 million unrealized FX gain and

    a $0.7 million after-tax gain on insurance.

2. Unusual items in 2005 include $8.6 million positive adjustment for tax-related matters at Fortis Alberta, 

     and Cornw all Electric, $1.4 million interest recovery from New foundland Pow er's tax settlement, 

    $2 million non-cash foreign exchange gain, and $0.5 million restructuring charge in Corporate costs.

Source:  Company reports and CIBC World Markets Inc.

Newfoundland Power 
Newfoundland Power reported earnings of $8.8 million in Q4/06 versus $2.9 
million in the fourth quarter last year. The increase in earnings was mainly due 
to the change to an accrual basis of revenue recognition (initiated in January 
2006). Electricity sales were 162 GWh higher, also attributable to the accrual 
method adoption. Full-year earnings were comparable to last year. 
 
Maritime Electric 
Earnings for Maritime Electric in the fourth quarter of 2006 were $0.7 million 
higher than Q4/05. The earnings increase was primarily due to a 3.35 per cent 
increase in basic electricity rates (effective July 1, 2006) and higher electricity 
sales from customer growth in the residential sector.  
 
FortisOntario 
FortisOntario reported fourth quarter earnings of $1.0 million, $0.8 million 
higher than Q4/05 due to higher electricity rates, which came into effect May 
2006 and lower operating expenses. 
 
FortisAlberta 
Fourth quarter results were $4.1 million higher than the same period in 2005. 
Lower effective corporate income taxes, increased energy deliveries and reduced 
revenue deferrals were partially offset by a 1.9 percent decrease in distribution 
rates, higher operating expenses, amortization costs, and finance charges. 
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FortisBC 
FortisBC reported fourth quarter earnings of $6.4 million, $0.7 million higher 
than in Q4/05. Improved earnings primarily came from an increase in electricity 
rates (effective January 1, 2006) and higher electricity sales. This was partially 
offset by higher energy supply costs (due to new PBR mechanism), increased 
amortization and finance costs. 
 
Regulated Utilities – Caribbean 
Q4/06 earnings for Belize Electricity were up $0.8 million from the same period 
in 2005, mainly due to higher electricity sales and lower finance charges, 
partially offset by increased operating expenses.  
 
Fortis Generation 
Fortis Generation reported fourth quarter earnings of $6.8 million, down $1.7 
million compared to Q4/05. The decrease was primarily due to lower average 
wholesale prices in Ontario and lower contracted prices in Belize. This was 
partially offset by increased production, lower operating expenses, and lower 
corporate taxes. 
 
Fortis Properties 
Earnings were essentially flat in Q4/06 compared to Q4/05. Growth in western 
properties and contribution from acquisitions were offset by higher operating 
expenses, amortization and finance charges. 
 
Turks and Caicos Utilities 
Fortis acquired the utilities on August 28, 2006 and the seasonally strong 
contribution showed up in the fourth quarter. 
 
Corporate 
Corporate expenses were $2.4 million higher than in Q4/05 due to higher 
dividends from issuance of preference shares, increased finance charges (high 
drawings on corporate credit facilities and interest on convertible debentures 
issued November 2006) and lower corporate income tax recovery. 
 

Price Target Calculation 
Our $27 target price is primarily based on our detailed dividend discount 
valuation models with consideration for EV/EBITDA multiples and P/E multiples. 
The target price implies an EV/’08 EBITDA multiple of about 10.5x and an 18.0x 
multiple of our 2008 EPS forecast. The target multiples are found at the higher 
end of the stock’s historical trading range but all of the pipelines and utilities are 
trading through peak historical multiples due to the low interest rate 
environment. Fortis has tended to trade at a 1x-2x earnings multiple point 
discount to the Canadian utilities group but is now trading parallel with the 
group. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our target price) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and B.C., weak power prices in Ontario, low 
hydro flows, and tourism conditions (real estate division). In addition, the utility 
stocks are sensitive to changes in Canadian bond yields.  If bond yields rise 
significantly, valuation levels in the sector will likely fall. Fortis can offset a 
potential rise in bond yields to some or a full extent through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Prior $0.35A $0.33A $0.37A $0.31E $1.35E

2006 Current $0.35A $0.33A $0.37A $0.33A $1.38A

2007 Current -- -- -- -- $1.40E

2008 Current -- -- -- -- $1.50E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
03/05/2004 15.38 SO 16.75 Matthew Akman
11/15/2004 16.52 SO 17.75 Matthew Akman
12/06/2004 16.61 SO 18.75 Matthew Akman
02/09/2005 18.65 SO 20.50 Matthew Akman
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 08 Feb 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 331 39.3% Sector Outperformer (Buy) 174 52.6%

Sector Performer (Hold/Neutral) 411 48.8% Sector Performer (Hold/Neutral) 216 52.6%

Sector Underperformer (Sell) 74 8.8% Sector Underperformer (Sell) 37 50.0%

Restricted 14 1.7% Restricted 14 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 08 Feb 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 0 0.0% Sector Outperformer (Buy) 0 0.0%

Sector Performer (Hold/Neutral) 5 50.0% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 4 40.0% Sector Underperformer (Sell) 2 50.0%

Restricted 1 10.0% Restricted 1 100.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EEP, EMA, ENB, FTS, RRI, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Legal Disclaimer 

 This report is issued and approved for distribution by (i) in Canada, CIBC World Markets Inc., a member of the 
Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (ii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iii) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is distributed in the Unites States by CIBC World Markets Inc. and has 
not been reviewed or approved by CIBC World Markets Corp., a member of the New York Stock Exchange ("NYSE"), 
NASD and SIPC.  This report is intended for distribution in the United States only to Major Institutional Investors (as such 
term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for 
the use of any person or entity that is not a major institutional investor.  Major Institutional Investors receiving this 
report should effect transactions in securities discussed in the report through CIBC World Markets Corp.  This report is 
provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, 
and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where 
such offer or solicitation would be prohibited.  This document and any of the products and information contained herein 
are not intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients by virtue of their 
receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 
 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such.  All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. 
 Nothing in this report constitutes legal, accounting or tax advice.  Since the levels and bases of taxation can 
change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the tax 
consequences of investments.  As with any investment having potential tax implications, clients should consult with their 
own independent tax adviser.  This report may provide addresses of, or contain hyperlinks to, Internet web sites.  CIBC 
World Markets has not reviewed the linked Internet web site of any third party and takes no responsibility for the 
contents thereof.  Each such address or hyperlink is provided solely for the recipient's convenience and information, and 
the content of linked third-party web sites is not in any way incorporated into this document.  Recipients who choose to 
access such third-party web sites or follow such hyperlinks do so at their own risk.  Although each company issuing this 
report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce ("CIBC"), each is solely responsible for its 
contractual obligations and commitments, and any securities products offered or recommended to or purchased or sold 
in any client accounts (i) will not be insured by the Federal Deposit Insurance Corporation ("FDIC"), the Canada Deposit 
Insurance Corporation or other similar deposit insurance, (ii) will not be deposits or other obligations of CIBC, (iii) will 
not be endorsed or guaranteed by CIBC, and (iv) will be subject to investment risks, including possible loss of the 
principal invested.  The CIBC trademark is used under license. 
 © 2007 CIBC World Markets Inc.  All rights reserved.  Unauthorized use, distribution, duplication or disclosure 
without the prior written permission of CIBC World Markets is prohibited by law and may result in prosecution. 



Find CIBC research on Bloomberg, Reuters, firstcall.com CIBC World Markets Inc., P.O. Box 500, 161 Bay Street, BCE Place, Toronto, Canada M5J 2S8    (416) 594-7000
and cibcwm.com

Equity Research
Change in Recommendation

May 18, 2007  Pipelines, Utilities, & Power 

Fortis Inc. 
Reinstating Coverage; Upgrading Stock To Sector 
Performer 

� Effective May 18, we are reinstating coverage of Fortis with a Sector 
Performer rating and $30 price target. The acquisition of BC Gas may slow 
growth near term, but is modestly accretive to EPS and adds another 
platform for future accretive acquisitions. 
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believed a material acquisition could require large amounts of new equity 
and pressure the stock -- and it did, down to $26. Now that the overhang of 
a large acquisition has cleared up, we foresee a continued bright future. 

� We have extended our Fortis model out to 2009 in this report and see solid 
but slightly slower growth than in the past. The western electrical utility 
assets have strong growth but BC Gas has little organic growth. We also 
foresee the potential for a reduction in Generation revenues in 2009. 
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Sector Weighting:

Market Weight
12-18 mo. Price Target $30.00
FTS-TSX (5/18/07) $28.25

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $21.16-$30.00
Shares Outstanding 154.0M
Float 154.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,350.5M
Dividend/Div Yield $0.84 /  3.0%
Fiscal Year Ends December
Book Value $17.40 per Shr
2007 ROE (E) 9.5%
LT Debt $5.2B
Preferred $442.00M
Common Equity $2.7B
Convertible Available No

Earnings Per Share Prev Current
2006 $1.38A 
2007 $1.40E $1.45E 
2008 $1.50E $1.60E 
P/E
2006 20.5x
2007 20.2x 19.5x
2008 18.8x 17.7x

Dividends Per Share
2004 $0.54A
2005 $0.59A
2006 $0.67A
2007 $0.82E

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com
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Investment Summary 
We are reinstating coverage of Fortis (FTS–TSX) with a Sector Performer rating 
and $30 price target. The acquisition of BC Gas may slow growth near term, but 
is modestly accretive to EPS and adds another platform for future accretive 
acquisitions. 

Prior to the deal, we had rated Fortis shares at Sector Underperformer. We 
believed a material acquisition could require large amounts of new equity and 
pressure the stock – and it did, down to $26. Now that the overhang of a large 
acquisition has cleared up, we foresee a continued bright future. 

On May 17 Fortis closed the $3.7 billion acquisition of Terasen’s regulated gas 
distribution utilities in British Columbia. The acquisition was financed by 
assuming $2.34 billion of Terasen debt, issuing about 44.3 million new 
subscription receipts that converted into common shares (gross proceeds 
$1.15 billion) and drawing down $200 million–$300 million on a credit facility. 

The BC Gas assets will comprise a large component of Fortis’ total assets and 
earnings. We estimate gas distribution at about 50% of the company’s total 
assets now. The assets should contribute 35%–40% of total EBITDA and about a 
third of earnings in 2008. 

Our models suggest transaction parameters on BC Gas of about 9.7x EV/EBITDA 
and about 17x P/E. These transaction multiples are not out of line with other 
recent utility acquisition parameters. Using more debt and debt equivalents than 
the regulated debt ratios, we believe the transaction will be immediately 
accretive to earnings by $0.05–$0.10 on an annualized basis. As a result, we 
have revised our 2007 EPS estimate from $1.40 to $1.45 and our 2008 estimate 
from $1.50 to $1.60. 

We have extended our Fortis model out to 2009 in this report and foresee solid 
but slightly slower growth than in the past. The western electrical utility assets 
have strong organic growth but BC Gas has little. We see no meaningful 
earnings growth over the next few years from the BC Gas assets. Part of this 
view relates to our modest customer addition forecast and part relates to the 
likelihood of a reduction in ROE at the end of 2009 when an incentive rates 
structure expires.  

We also foresee the potential for a reduction in Generation revenues in 2009. 
The company’s contract for 75 MW at the Rankin Generating Station runs out in 
April of that year and will likely cause a material reduction in earnings. 
Therefore, while we forecast a continuation of historically strong EPS growth at 
Fortis for 2008, we see lower growth in the following years. 

On the other hand, management at Fortis has a tendency to deliver on 
outstanding operations and accretive acquisitions. Between now and the 2009–
2010 timeframe, it is highly conceivable that the company will find other ways to 
grow earnings. We think the stock will trade at a premium to the other utilities 
due to trust and confidence in management.  

Our new $30 price target (up from $27 previously) is based on a premium 11x 
EV/2008E EBITDA multiple versus a sector average of about 9.0x. It also implies 
a forward target P/E of 18.8x. The target supports our new Sector Performer 
rating and balances our forecast for slower growth against the potential for 
management to add further value and the company’s now less risky business 
mix.  
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BC Gas Assets Are Jumping-off Point For 
Further Acquisitions 
The BC Gas and Vancouver Island gas distribution assets are low growth but low 
risk and well operated. They have grown at a compound annual rate of only 
about 2.0% over the past five years. On the other hand, there is little earnings 
volatility because most of the typical utility risks, such as weather, are factored 
out through variance accounts. As a result, earned returns have consistently 
been slightly above the allowed return each year, whereas for most utilities, 
achieved returns tend to fluctuate above and below the allowed. 

Exhibit 1. Allowed And Achieved Returns On Equity For BC Gas 
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Source: Company reports and CIBC World Markets Inc.

The consistent achieved returns are also a testament to the BC Gas 
management team’s abilities. Achieving solid returns year in and year out 
involves a sharp focus on details and a superior understanding of the regulatory 
environment. In this sense, the BC Gas team fits the Fortis mold and could be 
valuable in integrating future gas utility acquisitions. 

With a stronger presence in Western Canada, a move into the U.S. Pacific 
Northwest is logical for Fortis. There are several publicly traded electrical and 
gas utilities in the region, many of which have performed poorly over the years 
and could ultimately benefit from the proven Fortis utility operating model.  

Most of the companies trade at a P/E discount to Fortis (around 16x–18x 2007 
consensus EPS estimates) so it may be possible for Fortis to pay a premium and 
still achieve modest accretion. The acquisitions would also now fall within the 
size limit that Fortis could tolerate, as most electrical utilities in the Pacific 
Northwest sit at only about a half of Fortis’ C$4.4 billion market capitalization.  
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Exhibit 2. Comparative Valuation of Fortis And Northwest Utilities 

EPS P/E Ratios Dividend EV/EBITDA

Company Ticker
Shares 
(mlns.)

Price 
5/17/07

Market 
Cap 

($mlns.) 2006 2007E 2008E 2006 2007E 2008E Rate Yield
Book
Value 2007E 2008E

Price/ 
Book

ROE 
2007E

Fortis FTS 154.0 $28.31 $4,344.0 $1.38 $1.45 $1.60 20.6 19.6 17.7 $0.84 3.0% $17.40 11.1 10.7 1.7 9.5%
Avista Corporation AVA 52.8 $23.44 $1,236.5 $1.47 $1.33 $1.48 15.9 17.6 15.8 $0.60 2.6% $17.58 7.7 7.6 1.3 7.9%
Idaho Power Company IDA 42.7 $32.81 $1,400.5 $2.15 $1.90 $2.19 15.3 17.3 15.0 $1.20 3.7% $24.59 8.4 7.6 1.3 7.7%
Portland General Electric Co. POR 62.5 $29.86 $1,866.3 $1.14 $1.79 $1.90 26.2 16.7 15.7 $0.94 3.1% $20.24 7.3 6.6 1.5 8.8%
Puget Sound Energy Inc. PSD 116.4 $26.10 $3,038.0 $1.52 $1.60 $1.69 17.2 16.3 15.4 $1.00 3.8% $18.71 8.4 8.0 1.4 8.6%
Cascade Natural Gas CGC 11.3 $26.21 $296.1 $1.09 $1.23 $1.32 24.0 21.3 19.9 $0.96 3.7% $11.97 9.1 8.9 2.2 10.3%
Northwest Natural Gas NWN 27.5 $51.27 $1,409.9 $2.29 $2.59 $2.60 22.4 19.7 19.7 $1.42 2.8% $22.92 9.8 9.5 2.2 11.2%

Average 20.2 18.4 17.0 3.2% 9.0 8.2 1.7 9.4%

Figures for Fortis are in C$; all others are in US$.
Source: Estimates for FTS are from CIBC World Markets. All other company estimates are from various sources (Company reports, FirstCall and IBES).

Other opportunities for gas distribution acquisitions may present themselves in 
Canada. In particular, we think Enbridge (ENB–SP) and Spectra Energy (SE–SP) 
would both part with their gas utilities in Ontario at the right price (possibly 
keeping storage as a strategic asset). Both companies tend to achieve ROEs of 
about 12% on their long-haul pipeline investments compared to 8.0%–9.0% 
ROEs on gas distribution. For both companies, therefore, growth rates could 
improve if they were to sell gas distribution assets and redeploy the capital to 
pipeline construction. The rate base of Enbridge Gas Distribution is about 
$3.7 billion and of Union Gas is about $3.4 billion.  

Absent acquisitions, however, we believe three- to five-year growth at BC Gas 
utility is limited. Customer additions are nominal and we foresee no upside for 
now in the achieved return. The utility is under an incentive regulatory 
framework with a motivation to contain and reduce costs. This rate structure 
was recently extended until the end of 2009. Between now and 2009 there 
might be modest additional cost savings available and, as a result, slightly 
higher returns. 

However, by 2010 we believe returns will be reset to the allowed rate of only 
8.37% (assuming no changes in bond yields). Interveners in the regulatory 
proceeding that extended the incentive rate mechanism were clear that they 
would only support an extension on condition that there was a full rates hearing 
at that time and that no further extensions be allowed. Furthermore, interveners 
noted that the utility would be “overdue for a thorough review of its revenue 
requirement” (BC Public Interest Advocacy) and that “a comprehensive rebasing 
of both revenue requirement and rate design” (BC Hydro) should take place at 
that time. 

Regardless of achieved returns, the BC Gas acquisition marks a material shift 
back to a regulated utility business mix for Fortis. In a downgrade report on 
November 27, 2006, we argued that the mix was deteriorating, with regulated 
Canadian utility assets falling from over 70% in 2004 to 54% by 2007. Now with 
BC Gas in the asset base, we see Canadian utility assets again contributing over 
70% of total earnings next year. 
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Exhibit 3. Percentage Of Total Earnings Contribution From Canadian 
Regulated Utilities 
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Source: Company reports and CIBC World Markets Inc.

As Canadian regulated utilities carry very little risk, Fortis can afford to carry 
more debt on its balance sheet now without taking undue financial risk. In 
addition, volatility in earnings from unregulated generation and utilities located 
in the Caribbean will have a smaller relative impact on total earnings going 
forward. We see both factors as allowing for higher company valuation. 

The BC Gas acquisition has its pros and cons for Fortis. On the one hand, it adds 
modestly to EPS and reduces the company’s risk profile. On the other hand, it 
likely reduces its three to five-year organic growth profile. We tend to see the 
deal overall as a positive development for the company, mostly because we 
believe management will maximize the value and potentially add back to growth 
through future accretive acquisitions. 

 



Reinstating Coverage; Upgrading Stock To Sector Performer - May 18, 2007 

6

Financial Forecasts Show Slower Earnings, 
More Cash Flow 
Our financial forecasts, extended out to 2009, suggest Fortis will have slightly 
lower EPS growth but higher cash flow and EBITDA growth than before. On 
earnings, we have the company growing at a compound annual rate of about 
5.0% between 2006 and 2009. We believe cash flow per share will grow more 
rapidly at just over 10%. Part of the cash flow growth is due to timing issues 
and relatively depressed cash flow in 2006 that picks up in 2007. However, the 
addition of gas distribution assets (about $400 million/year EBITDA) supports 
improved cash flow generation at Fortis. 

Exhibit 4. EPS And CFPS Growth 
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Source: Company reports and CIBC World Markets Inc.

The reasons for limited earnings growth are primarily twofold: 

1. Loss of hydro capacity – The loss of a contract for the sale of 75 MW of 
hydroelectricity power at Ontario spot prices in April 2009 will impact 
Generation earnings. We estimate that the contract at the Rankin dam has 
been yielding about $35 million in annual revenues and about $15 million in 
after-tax earnings. Our Generation segment earnings estimate declines by 
$10 million for a part-year impact in 2009. 

2. Gradual return to allowed ROE at Fortis Alberta – Rate base growth at 
Fortis Alberta should continue at a rapid pace (5%–6%) but returns will 
likely drop. Fortis has been earning double-digit ROEs – much higher than 
the 8%–9% allowed ROE. As tax benefits and operating cost savings accrue 
back to customers, we see a reduction in achieved returns offsetting, to 
some extent, the rate base growth.  

The good news is that cash flow growth should accelerate while earnings growth 
slows slightly. In past research we expressed concerns that cash flows were not 
keeping pace with earnings growth. We see that trend reversing as working 
capital is recaptured and depreciation rises. Cash flow per share, after falling 
from $3.08 in 2005 to $2.89 in 2006, should rise dramatically to $3.90 in 2008 
(see Exhibit 5 for summary Fortis model). 
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With cash flow growth, less business risk and the potential for more acquisitions, 
Fortis shares will likely continue trading at a premium to the Canadian utility 
group. We primarily rely on our dividend discount model and on EV/EBITDA 
multiples in establishing our price target. Our new $30 target is based on an 11x 
EV/EBITDA multiple versus a target multiple of about 9.0x for the Canadian 
group. It also implies a P/E multiple of 18.8x based on our 2008 earnings 
forecast. The target offers limited upside but still solid total return potential and 
justifies our Sector Performer rating.  

Exhibit 5. Fortis Summary Earnings Model ($ mlns., except per share) 

Years Ending December 31 2005 Q1/06 Q2/06 Q3/06 Q4/06 2006 Q1/07 Q2/07E Q3/07E Q4/07E 2007E 2008E 2009E
Newfoundland Power $29.4 $10.7 $8.0 $2.6 $8.8 $30.1 $10.5 $3.0 $2.3 $12.3 $28.1 $27.9 $28.0
Alberta & BC Utilities $53.7 $21.3 $14.7 $18.0 $14.7 $68.7 $23.6 $14.7 $16.2 $9.8 $64.3 $71.4 $77.4
BC Gas - - $25.0 $27.1 $52.1 $101.3 $103.8
Maritime Electric $9.1 $2.1 $2.2 $3.1 $2.4 $9.8 $2.6 $2.2 $3.1 $2.2 $10.1 $10.1 $10.2
FortisOntario (CNP & Cornwall) $2.7 $1.0 $0.5 $1.6 $0.8 $3.9 $1.3 $0.5 $1.6 $0.6 $4.0 $4.2 $5.2
Belize Electricity $7.9 $1.5 $2.3 $3.9 $2.7 $10.4 $2.7 $3.0 $2.9 $2.9 $11.5 $12.3 $13.0
Fortis Generation $21.6 $5.4 $6.0 $7.1 $7.5 $26.7 $7.3 $6.2 $7.6 $7.4 $28.6 $29.6 $18.9
Caribbean Utilities $11.4 $1.6 $2.1 $3.2 $2.8 $9.7 $1.9 $2.5 $3.6 $3.4 $11.3 $12.0 $12.0
Turks & Caicos $0.7 $2.8 $3.5 $1.8 $2.0 $3.2 $3.0 $10.0 $12.0 $12.0
Fortis Properties $14.1 $1.5 $6.5 $6.3 $2.8 $17.1 $1.8 $6.8 $7.0 $2.4 $18.0 $19.0 $19.0
Corporate ($32.4) ($8.5) ($8.3) ($8.3) ($11.0) ($36.1) ($9.7) ($10.0) ($13.2) ($13.5) ($46.4) ($49.6) ($49.6)

Operating Earnings Applicable For Common Shares $117.6 $36.6 $33.9 $38.2 $34.3 $143.8 $43.9 $30.9 $59.3 $57.4 $191.5 $250.2 $249.9
Unusual Items $19.4 $0.0 $3.9 $0.7 $0.0 $4.6 ($2.3) $0.0 $0.0 $0.0 ($2.3) $0.0 $0.0

Reported Earnings $137.0 $36.6 $37.8 $38.9 $34.3 $148.4 $41.6 $30.9 $59.3 $57.4 $189.2 $250.2 $250.9
Average shares O/S (mlns.) 101.6 103.3 103.4 103.4 103.5 103.6 109.4 109.5 154.5 154.5 132.0 156.0 156.0
Operating Earnings Per Basic Share $1.16 $0.35 $0.33 $0.37 $0.33 $1.38 $0.40 $0.28 $0.38 $0.37 $1.45 $1.60 $1.60
Reported Earnings Per Basic Share $1.35 $0.35 $0.37 $0.38 $0.33 $1.43 $0.38 $0.28 $0.38 $0.37 $1.43 $1.60 $1.60
Cash Flow Per Share $3.08 $2.89 $3.23 $3.90 $4.00

Source: Company reports and CIBC World Markets Inc.

Price Target Calculation 
Our $30 price target is based primarily on our detailed dividend discount 
valuation models with consideration for EV/EBITDA multiples and P/E multiples. 
The price target implies an EV/2008E EBITDA multiple of about 11x and an 
18.8x multiple of our 2008 EPS forecast. The target multiples are found at the 
higher end of the stock’s historical trading range but all of the pipelines and 
utilities are trading through peak historical multiples due to the low interest rate 
environment. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in Canadian bond yields. If bond yields rise significantly, 
valuation levels in the sector will likely fall. Fortis can offset a potential rise in 
bond yields, to some or a full extent, through dividend growth. 



R
e
in

s
ta

tin
g

 C
o

v
e
ra

g
e
; U

p
g

ra
d

in
g

 S
to

ck
 T

o
 S

e
c
to

r P
e
rfo

rm
e
r -

M
a
y
 1

8
, 2

0
0

7

8

Exhibit 6. Comparative Valuation Of Selected Canadian And U.S. Pipeline, Utility And Power Generation Companies

52-Week Range Earnings Per Share P/E Ratios Dividend

Company Ticker
Rating / 
Analyst

Price 
05/17/07 High Low 2005 2006 2007E 2008E 2005 2006 2007E 2008E

'07E P/E 
Rel. To 
Group Rate Yield

Payout 
2007E

Target 
Price

Total 
Return

North American Pipelines
Enbridge Inc. ENB SP / MA $37.23 $41.48 $31.75 $1.59 $1.74 $1.75 $1.85 23.4 21.4 21.3 20.1 1.1 $1.23 3.3% 70.3% $41.00 13.4%
TransCanada Corp. TRP SO / MA $39.70 $41.35 $30.77 $1.75 $1.90 $2.05 $2.25 22.7 20.9 19.4 17.6 1.0 $1.36 3.4% 66.3% $43.00 11.7%
Spectra Energy Corp (US$) SE SP / MA $26.33 $29.97 $23.55 - - $1.30 $1.40 - - 20.3 18.8 1.1 $0.88 3.3% 67.7% $28.00 9.7%
Williams (US$) WMB NR $28.50 $30.23 $20.01 $0.90 $1.17 $1.40 $1.78 31.7 24.4 20.4 16.0 1.1 $0.40 1.4% 28.6% - -

North American Pipelines Average 23.1 21.1 20.3 18.9 3.4% 68.3%

Canadian Utilities   
ATCO ACO.X SU / MA $55.46 $56.41 $33.10 $2.43 $3.11 $3.50 $3.40 22.8 17.8 15.8 16.3 0.8 $0.88 1.6% 25.1% $43.00 (20.9%)
Canadian Utilities CU SU / MA $47.73 $48.94 $35.15 $2.03 $2.54 $2.70 $2.65 23.5 18.8 17.7 18.0 0.9 $1.26 2.6% 46.7% $44.00 (5.2%)
Caribbean Utilities (US$) CUP.U NR $11.70 $13.50 $11.20 $0.87 $1.04 $0.81 $0.90 13.4 11.3 14.5 13.1 0.8 $0.66 5.6% 82.0% - -
Emera Inc. EMA SP / MA $21.53 $22.99 $17.69 $0.87 $1.09 $1.15 $1.25 24.7 19.8 18.7 17.2 1.0 $0.89 4.1% 77.4% $21.00 1.7%
Fortis FTS SP / MA $28.31 $30.00 $21.16 $1.16 $1.38 $1.45 $1.60 24.4 20.5 19.5 17.7 1.0 $0.84 3.0% 57.9% $30.00 8.9%
Gaz Metro L.P. GZM.UN SP / AP $16.70 $18.50 $15.30 $1.33 $1.25 $1.26 $1.27 12.6 13.4 13.3 13.1 0.7 $1.24 7.4% 98.4% $16.00 3.2%
TransAlta Corp. TA SO / MA $27.73 $28.23 $22.25 $0.81 $1.05 $1.30 $1.50 34.2 26.4 21.3 18.5 1.1 $1.00 3.6% 76.9% $30.00 11.8%

Canadian Utilities Average 22.2 18.3 17.5 16.3 4.0% 66.4%

U.S. Utilities
American Electric Power AEP NR $49.43 $51.24 $32.27 $2.73 $2.77 $2.90 $3.12 18.1 17.8 17.0 15.8 1.0 $1.56 3.2% 53.8%
Consolidated Edison ED NR $51.00 $52.90 $41.17 $3.00 $2.95 $3.14 $3.24 17.0 17.3 16.2 15.7 0.9 $2.32 4.5% 73.9% - -
Dominion Resources D NR $90.10 $93.50 $70.72 $4.53 $5.12 $5.62 $6.08 19.9 17.6 16.0 14.8 0.9 $2.84 3.2% 50.5% - -
Duke Energy DUK NR $20.46 $20.46 $18.40 - - $1.16 $1.24 - - 17.6 16.5 1.0 $0.84 4.1% 72.4% - -
Exelon EXC NR $76.99 $78.51 $53.70 $3.13 $3.22 $4.31 $4.56 24.6 23.9 17.9 16.9 1.0 $1.76 2.3% 40.8% - -
FPL Group FPL NR $65.18 $66.15 $37.81 $2.58 $3.04 $3.40 $3.71 25.3 21.4 19.2 17.6 1.1 $1.64 2.5% 48.2% - -
NiSource NI NR $25.03 $25.43 $20.76 $1.05 $1.28 $1.50 $1.56 23.8 19.6 16.7 16.1 1.0 $0.92 3.7% 61.3% - -
PPL Corp. PPL NR $45.99 $46.42 $28.81 $2.08 $2.22 $2.33 $2.37 22.1 20.7 19.7 19.4 1.1 $1.22 2.7% 52.4% - -

U.S. Utilities Average 21.5 19.8 17.6 16.6 3.3% 57.1%

Merchant Generation
AES Corporation AES NR $23.37 $23.85 $16.67 $0.91 $1.07 $1.11 $1.19 25.7 21.8 21.1 19.6 1.0 $0.00 0.0% 0.0% - -
Mirant Corp. MIR NR $45.71 $46.78 $23.36 $0.28 $1.46 $2.40 $2.48 nm 31.3 19.0 18.4 0.9 $0.00 0.0% 0.0% - -
NRG Energy NRG NR $83.51 $86.98 $42.44 $1.66 $3.01 $4.01 $4.55 nm 27.7 20.8 18.4 1.0 $0.00 0.0% 0.0% - -
Reliant Energy RRI SU / MA $26.45 $26.67 $10.83 ($0.45) ($0.30) $0.35 $0.85 nm nm nm 31.1 - $0.00 0.0% 0.0% $17.00 (35.7%)

Merchant Generation Average 25.7 27.0 20.3 21.9 0.0% 0.0%

Estimates are from CIBC World Markets with the exception of those companies that are not rated (sources: Company reports, FirstCall and IBES).

Figures for Canadian companies in Canadian dollars; figures for U.S. companies in U.S. dollars.

EPS estimates for Caribbean Utilities are for the period ending April 30 the following year. 

EPS estimates for GZM.UN are for the period ending September 30.

SO = Sector Outperformer; SP = Sector Performer; SU = Sector Underperfomer, R = Restricted and NR = Not Rated.

Source: CIBC World Markets Inc., Company Reports, IBES, FirstCall.
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Exhibit 7. Comparative Valuation Of Selected Canadian And U.S. Pipeline, Utility And Power Generation Companies

52-Week % change Cash Flow Per Share P/CF Ratios

Company

Shares 
Outst. 

(mlns.)

Market 
Cap 

($ blns.)
Inst. 

Owners High Low 2005 2006 2007E 2008E 2005 2006 2007E 2008E
Book 
Value

Price/ 
Book

ROE 
2007E

Debt To 
Cap

% Unreg. 
07E EBIT

EV/'07E 
EBITDA

North American Pipelines
Enbridge Inc. 355.6 $13.2 76% (10%) 17% $3.84 $3.44 $3.85 $3.70 9.7 10.8 9.7 10.1 $14.40 2.6 12.2% 64.0% 20.0% 10.3
TransCanada Corp. 534.7 $21.2 53% (4%) 29% $3.92 $4.88 $4.58 $4.73 10.1 8.1 8.7 8.4 $17.49 2.3 12.0% 61.3% 40.0% 9.3
Spectra Energy Corp (US$) 630.0 $16.6 14% (12%) 12% na na $2.18 $2.40 na na 12.1 11.0 $10.27 2.6 12.7% 58.9% 9.8
Williams (US$) 595.0 $17.0 76% (6%) 42% $2.85 $2.60 10.0 11.0 $10.28 2.8 11.0% 56.7% 8.2

North American Pipelines Average 9.9 10.0 10.1 9.8 2.5 12.0% 60.2% 30.0% 9.4

Canadian Utilities
ATCO Ltd. 58.4 $3.2 43% (2%) 68% $7.23 $6.85 $7.00 $7.00 7.7 8.1 7.9 7.9 $25.62 2.2 13.9% 48.5% 35.0% 7.2
Canadian Utilities 125.4 $6.0 15% (2%) 36% $5.89 $5.20 $5.60 $5.90 8.1 9.2 8.5 8.1 $19.33 2.5 13.9% 49.9% 36.0% 7.6
Caribbean Utilities (US$) 25.3 $0.3 2% (13%) 4% $1.40 $1.48 - - 8.4 7.9 $5.35 2.2 12.3% 55.0% 0.0% 9.2
Emera Inc. 111.1 $2.4 16% (6%) 22% $2.53 $2.81 $2.89 $3.00 8.5 7.7 7.4 7.2 $12.78 1.7 9.1% 53.2% 10.0% 8.7
Fortis Inc. 154.0 $4.4 25% (6%) 34% $3.08 $2.89 $3.23 $3.90 9.5 9.8 8.8 7.2 $17.40 1.7 9.5% 63.0% 30.0% 11.1
Gaz Metro L.P. 120.4 $2.0 25% (10%) 9% $2.97 $2.53 $2.97 $2.93 5.6 6.6 5.6 5.7 $9.40 1.8 13.4% 54.5% 2.0% 8.6
TransAlta Corp. 202.6 $5.6 60% (2%) 25% $3.32 $3.36 $3.56 $3.75 8.4 8.3 7.8 7.4 $10.80 2.6 12.0% 54.0% 100.0% 9.0

Canadian Utilities Average 8.0 8.2 7.7 7.3 2.1 12.2% 53.2% 30.4% 8.8

U.S. Utilities
American Electric Power 397.0 $19.6 69% (4%) 53% $3.73 $6.57 13.3 7.5 $23.71 2.1 11.2% 58.9% 8.7
Consolidated Edison 257.4 $13.1 44% (4%) 24% $4.31 $5.59 11.8 9.1 $31.25 1.6 10.0% 51.6% 8.7
Dominion Resources 354.0 $31.9 61% (4%) 27% $7.71 $10.42 11.7 8.6 $36.48 2.5 14.1% 56.5% 9.3
Duke Energy 1,255.3 $25.7 67% 0%) 11% na na na na $16.09 1.3 7.1% 43.2% 8.6
Exelon 671.0 $51.7 68% (2%) 43% $7.15 $7.16 10.8 10.8 $14.86 5.2 20.6% 56.5% 9.8
FPL Group 394.0 $25.7 68% (1%) 72% $3.93 $8.78 16.6 7.4 $25.20 2.6 13.4% 55.4% 9.8
NiSource 272.5 $6.8 73% (2%) 21% $3.35 $2.68 7.5 9.3 $18.40 1.4 5.9% 56.2% 8.4
PPL Corp. 381.6 $17.5 59% (1%) 60% $3.65 $4.11 12.6 11.2 $13.42 3.4 17.6% 59.2% 10.1

U.S. Utilities Average 12.0 9.1 2.5 12.5% 54.7% 9.2

Merchant Generation
AES Corporation 664.2 $15.5 82% (2%) 40% $3.30 nm $4.02 - nm 86.7% 100.0% 8.6
Mirant Corp. 286.0 $13.1 80% (2%) 96% $1.12 $2.06 nm nm $15.53 2.9 nm 42.4% 100.0% 14.9
NRG Energy 129.0 $10.8 81% (4%) 97% $0.84 $9.95 nm 8.4 $36.95 2.3 nm 57.3% 100.0% 9.6
Reliant Energy 341.6 $9.0 78% (1%) 144% ($3.56) $0.93 $1.39 $2.05 nm 28.4 19.0 12.9 $12.53 2.1 nm 48.4% 100.0% 16.1

Merchant Generation Average 2.4 nm 58.7% 100.0% 12.3

Estimates are from CIBC World Markets with the exception of those companies that are not rated (sources: Company reports, FirstCall and IBES).

Figures for Canadian companies in Canadian dollars; figures for U.S. companies in U.S. dollars.

For those companies not rated, ROE figures are actuals for the most recent fiscal year.

EPS estimates for Caribbean Utilities are for the period ending April 30 the following year. 

EPS estimates for GZM.UN are for the period ending September 30.

Source: CIBC World Markets Inc., Company Reports, IBES, FirstCall.
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Current $0.35A $0.33A $0.37A $0.33A $1.38A

2007 Prior -- -- -- -- $1.40E

2007 Current $0.40A $0.28E $0.38E $0.37E $1.45E

2008 Prior -- -- -- -- $1.50E

2008 Current -- -- -- -- $1.60E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets: 
 

Stock Prices as of 05/18/2007: 
Atco Ltd. (7, 13) (ACO.X-TSX, $56.10, Sector Underperformer) 

Canadian Utilities Ltd. (7, 13) (CU-TSX, $48.01, Sector Underperformer) 
Emera Inc. (2g, 7) (EMA-TSX, $21.49, Sector Performer) 

Enbridge Inc. (2a, 2c, 2e, 2f, 2g, 7) (ENB-TSX, $37.01, Sector Performer) 
Gaz Métro Limited Partnership (2a, 2c, 2e) (GZM.UN-TSX, $16.72, Sector Performer) 

Reliant Energy Inc. (RRI-NYSE, US$27.25, Sector Underperformer) 
Spectra Energy Corporation (2g) (SE-NYSE, US$26.84, Sector Performer) 

TransAlta Corporation (2a, 2e, 2g, 7, 9) (TA-TSX, $27.37, Sector Outperformer) 
TransCanada Corp. (2a, 2c, 2e, 7) (TRP-TSX, $39.83, Sector Outperformer) 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 

Stock Prices as of 05/18/2007: 
AES Corp (AES-NYSE, US$23.50, Not Rated) 

American Electric Power (AEP-NYSE, US$49.31, Not Rated) 
Avista Corp (AVA-NYSE, US$23.32, Not Rated) 

Caribbean Utilities Company Ltd. (CUP.U-TSX, $11.70, Not Rated) 
Cascade Natural Gas (CGC-NYSE, US$26.22, Not Rated) 

Consolidated Edison (ED-NYSE, US$50.93, Not Rated) 
Dominion Resources (D-NYSE, US$90.55, Not Rated) 

Duke Energy (DUK-NYSE, US$20.63, Not Rated) 
Exelon (EXC-NYSE, US$77.24, Not Rated) 

FPL Group Inc. (FPL-NYSE, US$65.14, Not Rated) 
Idacorp. Inc (IDA-NYSE, US$32.89, Not Rated) 

Mirant Corp. (MIR-NYSE, US$45.69, Not Rated) 
Nisource (NI-NYSE, US$25.07, Not Rated) 

Northwest Natural Gas (NWN-NYSE, US$51.09, Not Rated) 
NRG Energy (NRG-NYSE, US$84.12, Not Rated) 

Portland General Electric Company (POR-NYSE, US$29.85, Not Rated) 
PPL Corporation (PPL-NYSE, US$45.84, Not Rated) 

Puget Energy Inc. (PSD-NYSE, US$26.10, Not Rated) 
Williams Cos Inc. (WMB-NYSE, US$28.77, Not Rated) 

 
Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp. makes a market in the securities of this company. 
2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 
2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 
2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 
2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 
3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 
4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 
5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 
6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 
6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 
7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 
8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 

research report has provided services to this company for remuneration in the past 12 months. 
9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 
12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 
14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/15/2004 16.52 SO 17.75 Matthew Akman
12/06/2004 16.61 SO 18.75 Matthew Akman
02/09/2005 18.65 SO 20.50 Matthew Akman
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 18 May 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 346 38.6% Sector Outperformer (Buy) 169 48.8%

Sector Performer (Hold/Neutral) 443 49.4% Sector Performer (Hold/Neutral) 216 48.8%

Sector Underperformer (Sell) 73 8.1% Sector Underperformer (Sell) 30 41.1%

Restricted 22 2.5% Restricted 21 95.5%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 18 May 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 2 20.0% Sector Outperformer (Buy) 2 100.0%

Sector Performer (Hold/Neutral) 5 50.0% Sector Performer (Hold/Neutral) 4 80.0%

Sector Underperformer (Sell) 3 30.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EEP, EMA, ENB, FTS, RRI, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Legal Disclaimer 
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and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where 
such offer or solicitation would be prohibited.  This document and any of the products and information contained herein 
are not intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
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receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
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Equity Research
Company Update

May 22, 2007  Pipelines, Utilities, & Power 

Fortis Inc. 
Executive Summary: Reinstating Coverage; 
Upgrading Stock To Sector Performer 

� Effective May 18, we reinstated coverage of Fortis with a Sector Performer 
rating and $30 price target. The acquisition of BC Gas may slow growth 
near term, but is modestly accretive to EPS and adds another platform for 
future accretive acquisitions. 

� Prior to the deal, we had rated Fortis shares at Sector Underperformer. We 
believed a material acquisition could require large amounts of new equity 
and pressure the stock -- and it did, down to $26. Now that the overhang of 
a large acquisition has cleared up, we foresee a continued bright future. 

� We have extended our Fortis model out to 2009 in this report and see solid 
but slightly slower growth than in the past. The western electrical utility 
assets have strong growth but BC Gas has little organic growth. We also 
foresee the potential for a reduction in Generation revenues in 2009. 

� Our new $30 price target (up from $27 previously) and Sector Performer 
rating balance this slower growth rate against earnings accretion, a reduced 
risk profile, and management's outstanding track record of efficient 
operations and accretive acquisitions. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 07-76726 © 2007

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Matthew Akman
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Matthew.Akman@cibc.ca

Gilbert Chan, CFA
 (416) 594-7462
Gilbert.Chan@cibc.ca

Alda Pavao, CFA
1 (416) 956-3229
Alda.Pavao@cibc.ca

Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $30.00
FTS-TSX (5/18/07) $28.14

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $21.16-$30.00
Shares Outstanding 154.0M
Float 154.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,333.6M
Dividend/Div Yield $0.84 /  3.0%
Fiscal Year Ends December
Book Value $17.53 per Shr
2007 ROE (E) 9.5%
LT Debt $5.2B
Preferred $442.00M
Common Equity $2.7B
Convertible Available No

Earnings Per Share Prev Current
2006 $1.38A 
2007 $1.45E 
2008 $1.60E 
P/E
2006 20.4x
2007 19.4x
2008 17.6x

Dividends Per Share
2004 $0.54A
2005 $0.59A
2006 $0.67A
2007 $0.82E

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 
We reinstated coverage of Fortis (FTS–TSX) with a Sector Performer rating and 
$30 price target. The acquisition of BC Gas may slow growth near term, but is 
modestly accretive to EPS and adds another platform for future accretive 
acquisitions. 

Prior to the deal, we had rated Fortis shares at Sector Underperformer. We 
believed a material acquisition could require large amounts of new equity and 
pressure the stock – and it did, down to $26. Now that the overhang of a large 
acquisition has cleared up, we foresee a continued bright future. 

On May 17 Fortis closed the $3.7 billion acquisition of Terasen’s regulated gas 
distribution utilities in British Columbia. The acquisition was financed by 
assuming $2.34 billion of Terasen debt, issuing about 44.3 million new 
subscription receipts that converted into common shares (gross proceeds 
$1.15 billion) and drawing down $200 million–$300 million on a credit facility. 

The BC Gas assets will comprise a large component of Fortis’ total assets and 
earnings. We estimate gas distribution at about 50% of the company’s total 
assets now. The assets should contribute 35%–40% of total EBITDA and about a 
third of earnings in 2008. 

Our models suggest transaction parameters on BC Gas of about 9.7x EV/EBITDA 
and about 17x P/E. These transaction multiples are not out of line with other 
recent utility acquisition parameters. Using more debt and debt equivalents than 
the regulated debt ratios, we believe the transaction will be immediately 
accretive to earnings by $0.05–$0.10 on an annualized basis. As a result, we 
have revised our 2007 EPS estimate from $1.40 to $1.45 and our 2008 estimate 
from $1.50 to $1.60. 

We have extended our Fortis model out to 2009 and foresee solid but slightly 
slower growth than in the past. The western electrical utility assets have strong 
organic growth but BC Gas has little. We see no meaningful earnings growth 
over the next few years from the BC Gas assets. Part of this view relates to our 
modest customer addition forecast and part relates to the likelihood of a 
reduction in ROE at the end of 2009 when an incentive rates structure expires.  

We also foresee the potential for a reduction in Generation revenues in 2009. 
The company’s contract for 75 MW at the Rankin Generating Station runs out in 
April of that year and will likely cause a material reduction in earnings. 
Therefore, while we forecast a continuation of historically strong EPS growth at 
Fortis for 2008, we see lower growth in the following years. 

On the other hand, management at Fortis has a tendency to deliver on 
outstanding operations and accretive acquisitions. Between now and the 2009–
2010 timeframe, it is highly conceivable that the company will find other ways to 
grow earnings. We think the stock will trade at a premium to the other utilities 
due to trust and confidence in management.  

Our new $30 price target (up from $27 previously) is based on a premium 11x 
EV/2008E EBITDA multiple versus a sector average of about 9.0x. It also implies 
a forward target P/E of 18.8x. The target supports our new Sector Performer 
rating and balances our forecast for slower growth against the potential for 
management to add further value and the company’s now less risky business 
mix. 

Please see our full report dated May 18, 2007, for more details. 
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Price Target Calculation 
Our $30 price target is based primarily on our detailed dividend discount 
valuation models with consideration for EV/EBITDA multiples and P/E multiples. 
The price target implies an EV/2008E EBITDA multiple of about 11x and an 
18.8x multiple of our 2008 EPS forecast. The target multiples are found at the 
higher end of the stock’s historical trading range but all of the pipelines and 
utilities are trading through peak historical multiples due to the low interest rate 
environment. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in Canadian bond yields. If bond yields rise significantly, 
valuation levels in the sector will likely fall. Fortis can offset a potential rise in 
bond yields, to some or a full extent, through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Current $0.35A $0.33A $0.37A $0.33A $1.38A

2007 Current $0.40A $0.28E $0.38E $0.37E $1.45E

2008 Current -- -- -- -- $1.60E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/15/2004 16.52 SO 17.75 Matthew Akman
12/06/2004 16.61 SO 18.75 Matthew Akman
02/09/2005 18.65 SO 20.50 Matthew Akman
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.39 SP 30.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 21 May 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 344 38.4% Sector Outperformer (Buy) 168 48.8%

Sector Performer (Hold/Neutral) 441 49.2% Sector Performer (Hold/Neutral) 216 49.0%

Sector Underperformer (Sell) 73 8.1% Sector Underperformer (Sell) 31 42.5%

Restricted 23 2.6% Restricted 22 95.7%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 21 May 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 2 20.0% Sector Outperformer (Buy) 2 100.0%

Sector Performer (Hold/Neutral) 5 50.0% Sector Performer (Hold/Neutral) 4 80.0%

Sector Underperformer (Sell) 3 30.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EEP, EMA, ENB, FTS, RRI, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Legal Disclaimer 
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Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (ii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iii) in 
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Equity Research
Earnings Update

August 06, 2007  Pipelines, Utilities, & Power 

Fortis Inc. 
Good Results; Full-Year On Target 

� Fortis reported normalized Q2'07 EPS of $0.31 vs. $0.33 in Q2'06 and our 
estimate of $0.25. We anticipate seasonality in corporate costs and Western 
utilities will dampen results in H2'07. We are maintaining our '07 estimate 
and price target but slightly reducing our '08 estimate. 

� Alberta and B.C. continued driving growth in the company. However, we 
believe tax benefits in Alberta will soon taper off, lowering the achieved ROE 
toward a more normal range. This change, combined with slightly higher 
Corporate costs drive our small '08 EPS reduction. 

� Unfortunately, the Terasen Gas acquisition will likely be dilutive to EPS this 
year but only due to timing. The acquisition closed in Q2 but gas distribution 
makes all of its money in Q1 and Q4. We anticipate soft Q3 results but then 
a strong fourth quarter and a good year in 2008. 

� While we see EPS growth at lower than historical levels, we also see 
reduced risk. Earnings volatility should decrease with gas distribution and 
no major external financing requirements on the horizon. Our $30 PT is 
based on a premium 11.0x EV/EBITDA multiple. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 07-80184 © 2007

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $30.00
FTS-TSX (8/3/07) $26.05

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $22.42-$30.00
Shares Outstanding 154.0M
Float 154.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,011.7M
Dividend/Div Yield $0.84 /  3.2%
Fiscal Year Ends December
Book Value $16.54 per Shr
2007 ROE (E) 8.2%
LT Debt $5.2B
Preferred $442.00M
Common Equity $2.5B
Convertible Available No

Earnings Per Share Prev Current
2006 $1.38A 
2007 $1.35E $1.35E 
2008 $1.60E $1.55E 
P/E
2006 18.9x
2007 19.3x 19.3x
2008 16.3x 16.8x

Dividends Per Share
2004 $0.54
2005 $0.59
2006 $0.67
2007E $0.82

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 

Fortis (FTS-SP) reported normalized Q2'07 EPS of $0.31 vs. $0.33 in Q2'06 and 
our estimate of $0.25. The variance between our estimate and actual results 
was caused by seasonality in corporate costs and Western utilities that we 
expect will dampen results in H2'07. We are maintaining our '07 estimate and 
price target but slightly reducing our '08 estimate. 
 
For a full breakdown and analysis of earnings by segment, please see the 
appendix to this comment. 
 
The second quarter results highlight a company in transition integrating a large 
new acquisition. Looking through acquisition impacts, unregulated businesses 
underperformed slightly due to lower than normal hydrology and power prices. 
On the other hand, core regulated operations delivered solid utility growth again 
and performed above expectations.  
 
The company’s Alberta and B.C. utilities continued driving earnings. We see the 
strong trend continuing, albeit with a slight pause in 2008/9. Tax benefits in 
Alberta will probably soon taper off, lowering the achieved ROE toward a more 
normal range. Our forecasts now carry an achieved ROE of about 13% in Alberta 
this year compared to a nameplate allowed ROE of only 8.51%. Rate base 
growth is still well into double-digits so earnings will likely flatten out but not 
decline with the lower return in 2008. 
 
The Terasen acquisition impacted results in two ways: seasonality and higher 
corporate costs. We still anticipate that the Terasen Gas acquisition will be 
accretive to EPS by $0.05 - $0.10 in its first full-year. Unfortunately, however, it 
will likely be dilutive to EPS this year due to timing. The acquisition closed in Q2 
but gas distribution tends to lose money in Q3 and makes all of its money in Q1 
and Q4. We anticipate soft Q3 results for the company as a whole but then a 
strong fourth quarter and a good year in 2008. 
 
Corporate costs were only marginally higher than the prior year but will create 
an even more negative drag going forward. Fortis has taken on about $700 
million in total unallocated debt for the Terasen acquisition and other projects 
this year. Using a 6.0% interest rate, this debt will likely add about $25 million 
in after-tax corporate costs on an annual basis. The costs were not covered by 
earnings from gas distribution in Q2, nor will they be in Q3. But they should be 
more than covered in Q4 and Q1. 
 
Despite higher financing costs, the good news is that Fortis has completed its 
financing requirements for the acquisition. Also, with growing cash flows (we see 
cash flow from operations at $600 million by next year vs. only $300 million in 
2006) external financing requirements, absent further acquisitions, should be 
minimal in the coming 12- to 24-months. This financial position, combined with 
its now less volatile asset base, in our opinion, reduces the overall investing risk 
in Fortis stock.   
 
In summary, while we see EPS growth in the coming years at lower than 
historical levels, we also see reduced risk that justifies premium valuation. Our 
$30 price target is based on premium multiples of about 11.0x ’08 EV/EBITDA 
and just over 19x P/E. It is hard to know whether any of the utility stocks can 
sustain quite these multiples unless financial markets stabilize, but in general 
Fortis should perform relatively well in the current environment as a reliable and 
defensive investment. 
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Appendix: Summary Of Q2’07 Earnings
 

Exhibit 1. Fortis Inc. Earnings Summary And Forecasts 

CIBC WM Previous Current Previous Current
Q207 Estimates Q207A Q206A 2006A 2007E 2007E 2008E 2008E

New foundland Pow er $6.0 $8.0 $8.0 $30.1 $27.6 $30.2 $27.9 $30.0

Alberta & BC Utilities $15.0 $22.0 $14.7 $68.7 $64.3 $72.9 $71.4 $77.3

Terasen Gas ($1.0) $1.6 $43.7 $43.7 $101.3 $101.3

Other Canadian Electric Utilities $2.7 $4.0 $2.7 $13.7 $14.1 $14.1 $14.3 $14.3

Belize Electricity $3.0 $2.8 $2.3 $10.5 $11.5 $12.2 $12.3 $13.0

Fortis Generation $6.2 $4.7 $6.0 $26.0 $28.6 $27.2 $29.6 $28.6

Caribbean Utilities $2.5 $2.4 $2.1 $9.7 $11.0 $11.0 $12.0 $12.0

Turks & Caicos $2.0 $2.4 $3.5 $10.0 $10.0 $12.0 $12.0

Fortis Properties $6.8 $6.0 $6.5 $17.1 $18.0 $18.0 $19.0 $20.0

Corporate ($11.0) ($12.6) ($8.3) ($36.1) ($43.4) ($53.8) ($49.6) ($66.0)

Operating Earnings for Common $32.2 $41.3 $34.0 $143.2 $185.4 $185.5 $250.2 $242.5
Unusual Items $0.0 $0.2 $3.9 $4.6 ($2.3) ($2.1) $0.0 $0.0

Reported Earnings $32.2 $41.5 $37.9 $147.8 $183.1 $183.4 $250.2 $242.5

Average Shares Outstanding (mln) 131.2 131.5 103.4 103.6 137.0 137.5 156.0 156.0

Operating EPS $0.25 $0.31 $0.33 $1.38 $1.35 $1.35 $1.60 $1.55
Reported EPS $0.25 $0.31 $0.37 $1.43 $1.34 $1.33 $1.60 $1.55

Note:

2. Unusual items in 2006 include a $0.7 million gain from insurance proceeds on NY Hydro asset, a $1.6 million after-tax gain on the sale of Days Inn Sydney, a $1.6 

million unrealized FX gain and a $0.7 million after-tax gain on insurance.

1. Unusual item in Q2'07 includes $0.2 million in after-tax insurance proceeds received.

Source:  Company reports and CIBC World Markets Inc.

Newfoundland Power 
Newfoundland Power reported earnings of $8.0 million in Q2’07, in-line with the 
$8.0 million reported in Q2’06. Electricity sales growth was offset by lower 
allowed ROE for 2007 and higher amortization costs. Electricity sales were up 35 
GWhs mainly due to customer growth. In May, Newfoundland Power filed a 
request to increase customer rates, with a public hearing expected in the fall of 
’07. 
 
Other Canadian Electric Utilities 
Earnings for the segment were $1.3 million higher than Q2’06 mainly due to 
higher electricity sales and a 3.35% rates increase at Maritime Electric, effective 
July 2006. Electricity sales at Maritime Electric were up 14 GWh and sales at 
FortisOntario were up 2 GWh.  
 
FortisAlberta 
Second quarter results were up $4.2 million mainly due to customer growth, 
increased energy deliveries and a 0.7% increase in distribution rates, effective 
January 2007. In June, FortisAlberta filed its 2008/2009 Distribution Access 
Tariff, requesting an increase in base distribution rates of 8.5% effective January 
2008. The application forecasted gross capital expenditures of $283 million in 
2008 and $312 million in 2009 to improve system reliability and meet customer 
growth. 
 
FortisBC 
FortisBC reported second quarter earnings of $6.5 million, $3.1 million higher 
than in Q2’06. Improved earnings primarily came from an increase in electricity 
rates, higher electricity sales and lower energy supply costs. This was partially 
offset by an increase in operating expenses, amortization and finance costs. 
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Terasen Gas 
Terasen Gas, acquired on May 17 2007, contributed $1.6 million in earnings 
during Q2. The operation tends to report its strongest earnings in Q1 and Q4. 
Going forward, we expect Terasen Gas to provide strong full-year results in 
2008.  
 
Regulated Utilities – Caribbean (Belize, Caribbean Utilities, Turks & 
Caicos) 
Q2’07 earnings for the Caribbean utilities segment were up $3.2 million from 
Q2’06, mainly due to the earnings contribution from Fortis Turks and Caicos 
(acquired August 2006) and an increased investment in Caribbean Utilities, 
partially offset by lower reported earnings at Caribbean Utilities. 
 
Fortis Generation 
Normalized earnings at Fortis Generation were down $1.3 million from Q2’06. 
The decrease was mainly attributable to decreased production from lower rainfall 
in Belize, central Newfoundland and Upper New York State. 
 
Fortis Properties 
Excluding the sale of Days Inn Sydney last year, Fortis Properties earnings were 
slightly lower in Q2’07 mainly due to a favorable tax adjustment in Q2’06, 
slightly offset by contribution from four hotels in western Canada (acquired 
November 2006). 
 
Corporate 
Normalized Q2’07 corporate expenses were $4.3 million higher from Q2’06 
mainly due to higher finance charges related to the Terasen acquisition. 
 

Price Target Calculation 
Our $30 price target is based primarily on our detailed dividend discount 
valuation models with consideration for EV/EBITDA multiples and P/E multiples. 
The price target implies an EV/2008E EBITDA multiple of about 11x and a 19.3x 
multiple of our 2008 EPS forecast. The target multiples are found at the higher 
end of the stock’s historical trading range but all of the pipelines and utilities are 
trading through peak historical multiples due to the low interest rate 
environment. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in Canadian bond yields. If bond yields rise significantly, 
valuation levels in the sector will likely fall. Fortis can offset a potential rise in 
bond yields, to some or a full extent, through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Current $0.35A $0.33A $0.37A $0.33A $1.38A

2007 Prior $0.40A $0.25E $0.20E $0.51E $1.35E

2007 Current $0.40A $0.31A $0.17E $0.48E $1.35E

2008 Prior -- -- -- -- $1.60E

2008 Current -- -- -- -- $1.55E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/15/2004 16.52 SO 17.75 Matthew Akman
12/06/2004 16.61 SO 18.75 Matthew Akman
02/09/2005 18.65 SO 20.50 Matthew Akman
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 06 Aug 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 356 39.5% Sector Outperformer (Buy) 175 49.2%

Sector Performer (Hold/Neutral) 441 48.9% Sector Performer (Hold/Neutral) 223 50.6%

Sector Underperformer (Sell) 65 7.2% Sector Underperformer (Sell) 24 36.9%

Restricted 21 2.3% Restricted 21 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 06 Aug 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 1 10.0% Sector Outperformer (Buy) 1 100.0%

Sector Performer (Hold/Neutral) 7 70.0% Sector Performer (Hold/Neutral) 5 71.4%

Sector Underperformer (Sell) 2 20.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EEP, EMA, ENB, FTS, RRI, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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November 4, 2007  Pipelines, Utilities, & Power 

Fortis Inc. 
Outlook Better With Q3 Out Of The Way 

� Fortis reported Q3'07 EPS of $0.20 vs. our estimate of $0.17 and $0.37 in 
Q3'06. Normal seasonal earnings patterns at BC Gas drove the y-o-y 
decline, but should reverse in Q4. We are maintaining our estimates, Sector 
Performer rating and $30 price target. 

� In a full report on Fortis dated May 18 2007, we estimated that the BC Gas 
acquisition would be accretive to EPS by $0.05 - $0.10 in its first full year. 
Now that the financing for that acquisition is in place, the analysis still 
holds. Our Q4'07 estimate is $0.45 vs. only $0.33 in Q4'06. 

� Organic growth at Fortis will be lower than it used to be but still solid 
relative to other utility companies. The Alberta and Caribbean regulated 
electric utilities together should drive about 5% compound growth in the 
coming years.  

� Growth by acquisition is probably on the backburner for now, while the 
company digests BC Gas and as financial buyers push valuations higher 
(Puget Energy a recent example). But with an improved risk profile, we still 
use a premium 19.4x P/E and 10.5x EV/EBITDA to derive our price target. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 07-84254 © 2007

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $30.00
FTS-TSX (11/2/07) $27.19

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $24.50-$30.00
Shares Outstanding 154.9M
Float 154.9M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,211.7M
Dividend/Div Yield $0.84 /  3.1%
Fiscal Year Ends December
Book Value $16.79 per Shr
2007 ROE (E) 8.2%
LT Debt $5.1B
Preferred $442.00M
Common Equity $2.6B
Convertible Available No

Earnings Per Share Prev Current
2006 $1.38A 
2007 $1.35E $1.35E 
2008 $1.55E 
P/E
2006 19.7x
2007 20.1x 20.1x
2008 17.5x

Dividends Per Share
2004 $0.54
2005 $0.59
2006 $0.67
2007E $0.82

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 
Fortis reported Q3'07 EPS of $0.20 vs. our estimate of $0.17 and $0.37 in 
Q3'06. Normal seasonal earnings patterns at BC Gas drove the y-o-y decline, 
but should reverse in Q4. We are maintaining our estimates, Sector Performer 
rating and $30 price target. 
 
Please see the Appendix to this comment for a full breakdown and analysis of 
earnings by segment. 
 
In a full report on Fortis dated May 18 2007 we estimated the BC Gas acquisition 
would be accretive to EPS by $0.05 - $0.10 in its first full year. Now that the 
financing for that acquisition is in place, the analysis still holds. BC Gas earns all 
of its profit in Q1 and Q4. Therefore, we anticipate favorable year-over-year 
comparisons in the next two quarters. Our Q4'07 estimate is $0.45 vs. only 
$0.33 in Q4'06. 
 
Organic growth at Fortis will be lower than it used to be but still solid relative to 
other utility companies. The Alberta electric utility is growing rate base at 15% - 
20% in the coming years. As tax benefits expire, we see achieved returns on 
equity falling but rate base growth slightly more than offsetting the impact. 
Utilities in the Caribbean region including Belize, Grand Cayman and Turks are 
experiencing sales growth of anywhere from 5% - 20% and increased revenue 
should largely fall to the bottom line.  
 
Earnings from the Caribbean come in US$ but the company has now largely 
hedged its exposure. On the balance sheet, management noted it is fully hedged 
with US$ denominated debt. On the income statement, even a $0.10 move in 
the C$/US$ exchange rate will not likely have a material impact on EPS. 
 
Growth by acquisition is probably on the backburner for now while the company 
digests BC Gas. It makes little sense to do another acquisition until the gas 
utility assets are fully integrated. The integration process will probably take 
about a year.  
 
Financial buyers and industry players have added new challenges in the Fortis 
acquisition strategy. Consolidating utilities in the Pacific Northwest will be 
difficult as two have recently been acquired. A small gas utility, Cascades, was 
acquired by MDU (MDU-NYSE) this summer and more recently Macquarie has 
announced the acquisition of integrated and regulated gas/electric utility Puget 
Energy (PSD-NYSE).  
 
The acquisition activity has pushed valuation on Pacific Northwest utilities up. 
Early in the year, several were trading at only 15x earnings and 7.0 – 8.0x 
EV/EBITDA. We calculated the Puget acquisition multiples at more than 18.0x 
earnings and 9.0x EV/EBITDA. At these valuation levels Fortis may not be able 
to make an accretive acquisition in the region for now. 
 
In the absence of a serious acquisition theme at this time, Fortis is perhaps a 
less exciting investment at the moment but also a lower risk investment. Our 
valuation targets consider this risk profile and the management track record of 
delivering solid organic growth. We still use premium valuation multiples of 
19.4x P/E and 10.5x EV/EBITDA to derive our $30 price target. This target 
justifies our Sector Performer rating. 
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Appendix: Summary of Q3’07 
Earnings 

Exhibit 1. Fortis Earnings Summary and Forecast ($mln unless per share data) 

CIBC WM Previous Current Previous Current
Q307 Estimates Q307A Q306A 2006A 2007E 2007E 2008E 2008E

Newfoundland Power $3.1 $2.7 $2.6 $30.1 $30.2 $30.2 $31.6 $31.6
Alberta & BC Utilities $17.1 $20.9 $18.0 $68.7 $74.7 $77.5 $75.8 $80.3
Terasen Gas ($5.0) ($3.7) $43.7 $43.7 $101.3 $101.3

Other Canadian Electric Utilities $4.7 $4.4 $4.7 $13.7 $14.1 $14.6 $14.3 $14.8
Belize Electricity $3.6 $3.0 $3.9 $10.5 $12.2 $10.6 $13.0 $11.7
Fortis Generation $5.5 $5.0 $7.1 $26.0 $25.4 $24.8 $28.6 $26.4

Caribbean Utilities $3.9 $4.1 $3.2 $9.7 $11.5 $11.7 $12.0 $13.0
Turks & Caicos $3.2 $2.7 $0.7 $3.5 $10.0 $10.0 $12.0 $12.0
Fortis Properties $6.5 $8.0 $6.3 $17.1 $18.0 $19.0 $20.0 $20.0
Corporate ($16.0) ($16.3) ($8.3) ($36.1) ($53.8) ($55.8) ($66.0) ($69.0)
Operating Earnings for Common $26.6 $30.8 $38.2 $143.2 $185.9 $186.2 $242.5 $242.1
Unusual Items $0.0 $0.0 $0.7 $4.6 ($2.1) ($2.1) $0.0 $0.0

Reported Earnings $26.6 $30.8 $38.9 $147.8 $183.8 $184.1 $242.5 $242.1
Average Shares Outstanding (mln) 154.5 154.5 103.4 103.6 137.5 137.5 156.0 156.0
Operating EPS $0.17 $0.20 $0.37 $1.38 $1.35 $1.35 $1.55 $1.55
Reported EPS $0.17 $0.20 $0.38 $1.43 $1.34 $1.34 $1.55 $1.55

Note:

1. Unusual items in 2006 include a $0.7 million gain from insurance proceeds on NY Hydro asset, a $1.6 million after-tax gain on the sale of Days Inn Sydney, a $1.6 million 
unrealized FX gain and a $0.7 million after-tax gain on insurance.

Source:  Company reports and CIBC World Markets Inc.

Newfoundland Power 
Newfoundland Power reported earnings of $2.7 million in Q3’07, in-line with the 
$2.6 million reported in Q3’06. In October, Newfoundland Power filed a revised 
2008 General Rate application with the Newfoundland and Labrador Board of 
Commissioners of Public Utilities, a result of recent negotiations with the 
Consumer Advocate, and determined that the 2008 allowed ROE should be 
8.95%. 
 
Other Canadian Electric Utilities 
Earnings for the segment were $4.4 million, slightly lower than the $4.7 million 
in Q3’06 due to increased operating expenses and higher amortization costs, 
partially offset by lower corporate tax expense. Electricity sales were down 14 
GWh mainly due to FortisOntario, a result of lower consumption.  
 
FortisAlberta 
Third-quarter results were up $2.4 million mainly due to customer growth, a 
0.7% increase in distribution rates effective January 2007 and increased 
corporate tax recoveries, partially offset by higher operating expenses, 
amortization and finance charges. Going forward, corporate income tax 
recoveries are expected to be minimal. 
 
FortisBC 
FortisBC reported third-quarter earnings of $6.2 million, $0.5 million higher than 
in Q3’06 mainly due to increased electricity rates and sales, partially offset by 
higher operating expenses, amortization and finance charges. 
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Terasen Gas 
Terasen Gas, acquired on May 17 2007, reported a loss of $3.7 million in Q3. 
The operation tends to report its strongest earnings in Q1 and Q4. Going 
forward, we expect Terasen Gas to provide strong full-year results in 2008.  
 
Regulated Utilities – Caribbean (Belize, Caribbean Utilities, Turks & 
Caicos) 
Q3’07 earnings for the Caribbean utilities segment were up $2.1 million from 
Q3’06. High earnings were mainly due to the increased investment in Caribbean 
Utilities and the earnings contribution from Fortis Turks and Caicos (acquired 
August 2006), partially offset by increased operating, amortization and finance 
charges. 
 
Fortis Generation 
Normalized earnings at Fortis Generation were down $2.1 million from Q3’06, a 
result of lower rainfall which led to decreased production in Belize and New York.  
 
Fortis Properties 
Fortis Properties earnings were $1.7 million higher than Q3’06 mainly due 
contribution growth from Fortis’ western Canada hospitality operations, partially 
offset by higher operating expenses and finance charges. 
 
Corporate 
Corporate expenses were $8 million higher from Q3’06 mainly due to higher 
finance charges and preference share dividends associated with the Terasen 
acquisition. 
 

Price Target Calculation 
Our $30 price target is based primarily on our detailed dividend discount 
valuation models with consideration for EV/EBITDA multiples and P/E multiples. 
The price target implies an EV/2008E EBITDA multiple of about 10.5x and a 
19.4x multiple of our 2008 EPS forecast. The target multiples are found at the 
higher end of the stock’s historical trading range but all of the pipelines and 
utilities are trading through peak historical multiples due to the low interest rate 
environment. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in Canadian bond yields. If bond yields rise significantly, 
valuation levels in the sector will likely fall. Fortis can offset a potential rise in 
bond yields, to some or a full extent, through dividend growth. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Current $0.35A $0.33A $0.37A $0.33A $1.38A

2007 Prior $0.40A $0.31A $0.17E $0.48E $1.35E

2007 Current $0.40A $0.31A $0.20A $0.45E $1.35E

2008 Current -- -- -- -- $1.55E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 
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revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
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director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
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discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
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Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 
Stock Prices as of 11/04/2007: 
Macquarie Bank Ltd. (MBL-AUS, A$81.10, Not Rated) 
MDU Resources (MDU-NYSE, US$27.58, Not Rated) 

Puget Energy Inc. (PSD-NYSE, US$28.21, Not Rated) 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/15/2004 16.52 SO 17.75 Matthew Akman
12/06/2004 16.61 SO 18.75 Matthew Akman
02/09/2005 18.65 SO 20.50 Matthew Akman
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 04 Nov 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 364 39.7% Sector Outperformer (Buy) 176 48.4%

Sector Performer (Hold/Neutral) 463 50.4% Sector Performer (Hold/Neutral) 223 48.2%

Sector Underperformer (Sell) 61 6.6% Sector Underperformer (Sell) 31 50.8%

Restricted 18 2.0% Restricted 18 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 04 Nov 2007) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 30.0% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 50.0% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 2 20.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EEP, EMA, ENB, FTS, RRI, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html


Outlook Better With Q3 Out Of The Way - November 04, 2007 

10 

Legal Disclaimer 
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in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
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Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients by virtue of their 
receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 
 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
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Equity Research
Earnings Update

February 7, 2008  Pipelines, Utilities, & Power 

Fortis Inc. 
Solid End To 2007  

� Fortis reported normalized Q4'07 EPS of $0.46 vs. our estimate of $0.45 
and $0.33 in Q4'06. Normal seasonal earnings patterns at BC Gas drove the 
strong y-o-y increase. We are maintaining our estimates, Sector Performer 
rating and $30 price target. 

� The full year 2007 results highlight a company in transition integrating a 
large new acquisition. With the Terasen Gas operations delivering seasonally 
strong Q4 results, the acquisition appears on track to be EPS accretive by 
$0.05 - $0.10 in its first full year.  

� Looking forward to 2008 and beyond, organic growth at Fortis will be lower 
than it used to be but still solid relative to other Canadian utility companies. 
Cash flow growth should accelerate, as depreciation rises with rate base 
additions.  

� While we see EPS growth in the coming years slowing, we also see reduced 
risk that justifies premium valuation. In general Fortis should perform 
relatively well in the current volatile capital market environment as a 
reliable and defensive dividend-yielding investment.  

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 08-87539 © 2008

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Alda Pavao, CFA
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Alda.Pavao@cibc.ca

Adam Kepecs
1 (416) 594-7831
Adam.Kepecs@cibc.ca

Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $30.00
FTS-TSX (2/7/08) $29.24

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) 6.0%
52-week Range $24.50-$29.89
Shares Outstanding 155.5M
Float 153.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,546.8M
Dividend/Div Yield $1.00 /  3.4%
Fiscal Year Ends December
Book Value $16.73 per Shr
2008 ROE (E) 8.1%
LT Debt $4.6B
Preferred $442.00M
Common Equity $2.7B
Convertible Available No

Earnings Per Share Prev Current
2006 $1.38A 
2007 $1.35E $1.36A 
2008 $1.55E 
P/E
2006 21.2x
2007 21.7x 21.5x
2008 18.9x

Dividends Per Share
2004 $0.54
2005 $0.59
2006 $0.67
2007 $0.82
2008E $1.00

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 67% interest in Belize Electricity and 
38% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 
Fortis (FTS-SP) reported normalized Q4'07 EPS of $0.46 vs. our estimate of 
$0.45 and $0.33 in Q4'06. Normal seasonal earnings patterns at BC Gas drove 
the strong y-o-y increase. We are maintaining our estimates, Sector Performer 
rating and $30 price target. 
 
Please see the Appendix to this comment for a full breakdown and analysis of 
earnings by segment. 
 
The full year 2007 results highlight a company in transition integrating a large 
new acquisition. But with the Terasen Gas operations delivering seasonally 
strong Q4 results (normalized $45 million in earnings), the acquisition appears 
on track to be EPS accretive by $0.05 - $0.10 in its first full year (mid-2008).  
 
While the core regulated operations delivered solid utility growth, the Q4 results 
were somewhat tempered by high corporate costs. Higher debt levels and 
associated financing charges are the culprit, as the company has taken on over 
$600 million in unallocated debt for acquisitions (Terasen Gas, hotel properties) 
and capital expenditure projects. The incremental debt will create a negative 
drag going forward, but earnings growth should more-than-cover the impact on 
corporate costs.   
 
Looking forward to 2008 and beyond, organic growth at Fortis will be lower than 
it used to be, but still solid relative to other Canadian utility companies. The 
Alberta electric utility is growing rate base at 15%-20% in the coming years. 
With tax benefits in Alberta expected to taper off this year, we see achieved 
returns on equity falling towards a more normal range. But the strong rate base 
growth in Alberta ($250-$350 million in annual capex spend over the next few 
years) should offset most of the ROE drop.  
 
Furthermore, the utilities in the Caribbean region (including Belize, Grand 
Cayman and Turks) are experiencing strong electricity growth (from 5%-20% 
per annum). This also creates opportunities for expanded generation capacity, 
particularly hydro power in Belize. The company has largely hedged its 
Caribbean investments with US$ denominated debt, such that increased sales 
should largely fall directly to earnings for solid growth profile.  
 
The company’s capex spending requirements are increasing this year (around 
$900 million, up from $790 million in 2007), but Fortis’ cash flow growth is also 
accelerating. Our modeling shows cash flow from operations rising to over $600 
million this year (vs. only $300 million in 2006 and $490 million in 2007), such 
that Fortis’ debt to capital ratio should sustain around 65%. This solid financial 
position, combined with its now less volatile asset base (over 70% of 2008 
earnings from Canadian regulated utilities), reduces the overall investing risk in 
Fortis stock, in our view.   
 
In summary, while we see EPS growth in the coming years at lower than 
historical levels, we also see reduced risk that justifies premium valuation. Our 
$30 price target is based on premium multiples of 19.4x P/E and 10.5x 
EV/EBITDA. In general Fortis should perform relatively well in the current 
volatile capital market environment as a reliable and defensive investment. The 
total 6% return to our $30 price target justifies our Sector Performer rating. 
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Price Target Calculation 
Our $30 price target is based primarily on our detailed dividend discount 
valuation models with consideration for EV/EBITDA multiples and P/E multiples. 
The price target implies an EV/2008E EBITDA multiple of about 10.5x and a 
19.4x multiple of our 2008 EPS forecast. The target multiples are found at the 
higher end of the stock’s historical trading range but all of the pipelines and 
utilities are trading through peak historical multiples due to the low interest rate 
environment. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in Canadian bond yields. If bond yields rise significantly, 
valuation levels in the sector will likely fall. Fortis can offset a potential rise in 
bond yields, to some or a full extent, through dividend growth. 

 



Solid End To 2007  - February 07, 2008 

4

Appendix: Summary Of Q4’07 And 
Full-Year Estimates By Segment 

Exhibit 1. Fortis Earnings Summary And Forecast ($mln, unless per share data) 

CIBC WM Previous Actual Previous Current
Q4/07 Estimates Q407A Q406A 2006A 2007E 2007 2008E 2008E

Newfoundland Power $8.9 $8.6 $8.8 $30.1 $30.2 $29.9 $31.6 $31.6

Alberta & BC Utilities $11.1 $13.0 $14.7 $68.7 $77.5 $79.4 $80.3 $80.1

Terasen Gas $45.9 $45.0 - - $43.7 $42.9 $101.3 $101.3

Other Canadian Electric Utilities $2.2 $3.3 $3.2 $13.7 $14.6 $15.6 $14.8 $14.8

Belize Electricity $2.1 $2.0 $2.7 $10.5 $10.6 $11.5 $11.7 $11.7
Fortis Generation $7.2 $7.0 $7.5 $26.0 $24.8 $24.1 $26.4 $26.5

Caribbean Utilities $3.3 $3.0 $2.8 $9.7 $11.7 $11.3 $13.0 $13.0

Turks & Caicos $3.1 $4.0 $2.8 $3.5 $10.0 $10.2 $12.0 $12.0

Fortis Properties $3.2 $8.0 $2.8 $17.1 $19.0 $23.8 $20.0 $20.0

Corporate ($17.2) ($22.0) ($11.0) ($36.1) ($55.8) ($61.0) ($69.0) ($69.0)
Operating Earnings for Common $69.8 $71.9 $34.3 $143.2 $186.2 $187.7 $242.1 $242.0
Unusual Items $0.0 $7.0 $0.0 $4.6 ($2.1) $4.9 $0.0 $0.0

Reported Earnings $69.8 $78.9 $34.3 $147.8 $184.1 $192.6 $242.1 $242.0

Average Shares Outstanding (mln) 154.5 155.4 104.0 103.6 137.6 137.6 156.0 156.0
Operating EPS $0.45 $0.46 $0.33 $1.38 $1.35 $1.36 $1.55 $1.55
Reported EPS $0.45 $0.51 $0.33 $1.43 $1.34 $1.40 $1.55 $1.55

Note:

1. Unusual items in 2007 include a $2.3 million loss on disposal of steam turbine, $0.2 million gain from insurance proceeds received at FTS Generation and a $7 million after-tax 
gain on the sale of surplus land.

2. Unusual items in 2006 include a $0.7 million gain from insurance proceeds on NY Hydro asset, a $1.6 million after-tax gain on the sale of Days Inn Sydney, a $1.6 million 
unrealized FX gain and a $0.7 million after-tax gain on insurance.

Source:  Company reports and CIBC World Markets Inc.

Newfoundland Power 
Newfoundland Power reported earnings of $9 million in Q4’07, in line with the $9 
million reported in Q4’06. In October, Newfoundland Power filed a revised 2008 
General Rate application with the Newfoundland and Labrador Board of 
Commissioners of Public Utilities, a result of recent negotiations with the 
Consumer Advocate, and determined that the 2008 allowed ROE should be 
8.95%. 

Other Canadian Electric Utilities 
Earnings for the segment were $3 million, in line with the $3 million reported in 
Q4’06. A $2 million after-tax gain at FortisOntario related to a refund received as 
ordered by a regulator was offset by higher amortization costs and finance 
charges. Electricity sales were up 10 GWh, mainly due to higher consumption as 
a result of cooler-than-normal weather in Ontario and PEI and an increase in the 
number of customers at Maritime Electric.  

FortisAlberta 
Fourth quarter results were down $3 million mainly due to higher operating 
expenses, amortization costs and finance charges. The amortization costs were a 
result of an increase in capital assets driven by load growth, upgrades and 
replacement of assets. 

FortisBC 
FortisBC reported fourth quarter earnings of $7 million, $1 million higher than in 
Q4’06 mainly due to increased electricity rates and sales, partially offset by 
higher operating expenses, amortization and finance charges. 
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Terasen Gas 
Terasen Gas, acquired on May 17 2007, reported $52 million in earnings for the 
fourth quarter. Due to a one-time gain of $7 million on the sale of surplus land 
the fourth quarter result was normalized to $45 million. Terasen tends to report 
its strongest earnings in Q1 and Q4.  

Regulated Utilities – Caribbean (Belize, Caribbean Utilities, Turks & 
Caicos) 
Q4’07 earnings for the Caribbean utilities segment were up $1 million from 
Q4’06. Higher earnings were mainly due to the additional 16% stake in 
Caribbean Utilities, partially offset by lower earnings at Caribbean Utilities as a 
result of higher operating expenses and the negative impact of foreign currency 
translation. 

Fortis Generation 
Reported earnings at Fortis Generation of $7 million were in line with Q4’06. 
Lower rainfall was offset by higher average wholesale prices in Ontario and lower 
operating expenses.  

Fortis Properties 
Fortis Properties earnings were $5 million higher than Q4’06 due to a $4 million 
favorable corporate tax adjustment and contribution growth from Fortis’ western 
Canada hospitality operations. 

Corporate 
Corporate expenses were $11 million higher from Q4’06 mainly due to higher 
finance charges related to the Terasen acquisition. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2006 Current $0.35A $0.33A $0.37A $0.33A $1.38A

2007 Prior $0.40A $0.31A $0.20A $0.45E $1.35E

2007 Current $0.40A $0.31A $0.20A $0.46A $1.36A

2008 Current -- -- -- -- $1.55E
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Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
02/09/2005 18.65 SO 20.50 Matthew Akman
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 07 Feb 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 148 42.3% Sector Outperformer (Buy) 118 79.7%

Sector Performer (Hold/Neutral) 174 49.7% Sector Performer (Hold/Neutral) 138 79.3%

Sector Underperformer (Sell) 24 6.9% Sector Underperformer (Sell) 15 62.5%

Restricted 3 0.9% Restricted 3 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 07 Feb 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 4 44.4% Sector Outperformer (Buy) 4 100.0%

Sector Performer (Hold/Neutral) 3 33.3% Sector Performer (Hold/Neutral) 3 100.0%

Sector Underperformer (Sell) 2 22.2% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, BLX, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://research.cibcwm.com/res/Policies/Policies.html or by writing to CIBC World Markets Inc., BCE Place, 161 Bay 
Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://research.cibcwm.com/res/Policies/Policies.html
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Earnings Update

May 1, 2008  Pipelines, Utilities, & Power 

Fortis Inc. 
Q1 Results Modestly Better Than Expected 

� Q1/08 EPS came in at $0.58, up from $0.40 in Q1/07 and ahead of our 
$0.55 estimate. The main driver of the outperformance in the quarter was 
Terasen Gas, the B.C. natural gas distribution utility acquired in May 2007, 
which saw gas volumes increase as a result of cooler weather. 

� Newfoundland Power results were down $5 million y/y, as a result of a shift 
in the quarterly distribution of purchased power expenses that reduced 
earnings by $6 million ($0.04/share). This shift should result in Q2 and Q3 
y/y comparables improving with annual earnings remaining unaffected. 

� We have made minor adjustments to our model, with our 2008E EPS rising 
from $1.55 to $1.57. Our 2009 EPS is flat at $1.57, reflecting the expiry of 
the contractual contributions to Fortis from the Rankine power facility, 
mitigated by growth in Fortis' other businesses. 

� Our price target rises from $30.00 to $31.50, based on a target multiple of 
20x 2009E EBITDA. Our Sector Performer rating balances a superior track 
record and long-term potential against a high valuation and an EPS pause 
anticipated in 2009. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 08-89025 © 2008

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Market Weight
12-18 mo. Price Target $31.50
FTS-TSX (5/1/08) $28.14

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $24.50-$29.94
Shares Outstanding 156.9M
Float 156.9M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,415.7M
Dividend/Div Yield $1.00 /  3.6%
Fiscal Year Ends December
Book Value $17.05 per Shr
2008 ROE (E) 9.2%
LT Debt $5.1B
Preferred $442.00M
Common Equity $2.7B
Convertible Available No

Earnings Per Share Prev Current
2007 $1.36A 
2008 $1.55E $1.57E 
2009 $1.57E 
P/E
2007 20.7x
2008 18.2x 17.9x
2009 17.9x

Dividend Per Share
2007 $0.82A
2008 $1.00E
2009 $1.10E

Yield
2007 2.9%
2008 3.6%
2009 3.9%

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI, and has a significant Caribbean 
presence through a 70% interest in Belize Electricity and 
54% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/


Q1 Results Modestly Better Than Expected - May 01, 2008 

2

Q1 Results 
Q1 Earnings Performance 

Fortis (FTS-SP) reported Q1 results that were slightly ahead of expectations. 
Q1/08 operating EPS came in at $0.58, up from $0.40 in Q1/07 and ahead of 
our $0.55 estimate. Results at Terasen Gas, the B.C. natural gas distribution 
utility acquired in May 2007, was the main source of the higher-than-expected 
earnings. 

Q1 Highlights And Recent Developments 
• Terasen Gas: Terasen Gas contributed $58 million in operating earnings in 

Q1/08, above of our $52 million estimate, with no prior comparable quarter 
given the May 2007 acquisition date. Gas volumes at the utility were up 
2.9% y/y, driven by higher consumption due to cooler weather in B.C. 
Terasen’s business is highly seasonal, with virtually all of its earnings 
generated in Q1 and Q4. 

• Alberta & B.C. Utilities: Operating earnings from FortisAlberta and 
FortisBC were $23 million in Q1/08, down from $24 million in Q1/07, and in 
line with our $23 million forecast. FortisBC results were level versus last 
year, while FortisAlberta’s contribution declined slightly, as customer growth 
and an increased distribution rate was offset by lower corporate tax 
recoveries and higher operating expenses. 

• Newfoundland Power: Newfoundland Power operating earnings were $6 
million in the quarter, down from $11 million in Q1/07, and below our $9 
million estimate. The decline is the result of a shift in the quarterly 
distribution of purchased power expenses, thus reducing Q2/08 earnings by 
$6 million ($0.04/share). In 2007, Newfoundland Power estimated and 
recognized monthly purchased power expenses based on forecast annual 
average cost per kWh, with the difference between the estimated and actual 
monthly expense being adjusted to a regulatory reserve. This regulatory 
reserve was discontinued in 2008, and as a result, purchased power 
expenses are now recorded at actual cost per kWh. This shift has the effect 
of reducing earnings in Q1 and Q4, when power prices are higher, and 
improving earnings in Q2 and Q3, with annual earnings remaining 
unaffected. 

• Non-regulated Operations: Non-regulated operations contributed $9 
million in earnings in Q1/07, in line with $9 million in Q1/07, and below our 
$10 million estimate. Fortis Generation earnings were $6 million in Q1/08, 
down from $7 million in the same quarter last year, as a result of lower 
production in Belize due to decreased rainfall, reduced average wholesale 
energy prices in Ontario, and the negative impact of foreign exchange. Fortis 
Properties contributed $3 million to earnings, up from $2 million in Q1/07, 
due to the impact of the Delta Regina acquisition in August 2007. 

• Mt. Hayes Natural Gas Storage Facility: On April 1, Terasen received 
final regulatory approval for the construction of the Mt. Hayes natural gas 
storage facility on Vancouver Island. The facility will be able to hold 1.5 Bcf 
of liquefied natural gas, is expected to be in-service by late 2011, and has 
an estimated cost of $200 million. 
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Exhibit 1. Fortis' Earnings Summary 

Segmented Earnings Q1/08A Q1/08E Q1/07A 2008E 2009E

Regulated Utilities

     Terasen Gas 58 52 - 105 107 

     Alberta & B.C. Utilities 23 23 24 79 86 

     Newfoundland Power 6 9 11 30 31 

    Other Canadian Utilities 4 4 4 15 16 

     Caribbean Utilities (Belize, CUC, T&C) 7 8 6 37 37 

Total Regulated Utilities 98 95 44 265 277 

Non-Regulated Operations

     Fortis Generation 6 8 7 26 17 

     Fortis Properties 3 2 2 26 27 

Total Non-Regulated Operations 9 10 9 53 44 

Corporate (16) (20) (10) (72) (75)

Operating Earnings For Common 91 86 44 245 246 

Unusual Items 0 0 (2) 0 0 

Reported Earnings 91 86 42 245 246 

Average Shares Outstanding 157 156 109 156 156 

Operating EPS 0.58 0.55 0.40 1.57 1.57 

Reported EPS 0.58 0.55 0.38 1.57 1.57 

Source:  Company reports and CIBC World Markets Inc.

Revising Estimates 
We have made minor modifications to our model, raising our expected 
contribution from Terasen and Fortis Properties slightly. As a result, our 2008E 
EPS increases from $1.55 to $1.57. Our 2009E EPS is set at $1.57, reflecting the 
expiry of contractual contributions to Fortis from the Rankine power facility, 
mitigated by growth in Fortis’ other businesses.  

Price Target Determination 
Our price target is raised from $30.00 to $31.50, and is based on a target 
multiple of 20x 2009E EPS, at the high end of Canadian utilities comparables. 
Our fulsome target reflects both Fortis’ impressive track record and longer-term 
growth outlook.  

Outlook And Investment Summary 
Longer-term, a $4 billion capital program over the next five years underlies solid 
EPS growth potential. We currently anticipate Fortis’ combined $6 billion rate 
base to grow at a CAGR of 6% through 2012. Fortis currently trades at 17.9x 
2009E EPS, deservedly at the higher end of the Canadian utilities group given its 
strong track record and long-term growth potential. We maintain our Sector 
Performer rating, balancing strong historical performance and long-term growth 
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opportunities against high valuations and a pause in EPS growth expected in 
2009. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2007 Current $0.40A $0.31A $0.20A $0.46A $1.36A

2008 Prior -- -- -- -- $1.55E

2008 Current $0.58A $0.29E $0.23E $0.47E $1.57E

2009 Current -- -- -- -- $1.57E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division.  Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions.  CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers.  Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA



Q1 Results Modestly Better Than Expected - May 01, 2008 

8

CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 01 May 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 152 44.4% Sector Outperformer (Buy) 126 82.9%

Sector Performer (Hold/Neutral) 162 47.4% Sector Performer (Hold/Neutral) 126 77.8%

Sector Underperformer (Sell) 19 5.6% Sector Underperformer (Sell) 13 68.4%

Restricted 8 2.3% Restricted 8 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 01 May 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 4 44.4% Sector Outperformer (Buy) 4 100.0%

Sector Performer (Hold/Neutral) 5 55.6% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, BLX, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Legal Disclaimer 

 This report is issued and approved for distribution by (i) in Canada, CIBC World Markets Inc., a member of the 
Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (ii) in the 
United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority ("FSA"), and (iii) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is distributed in the Unites States by CIBC World Markets Inc. and has 
not been reviewed or approved by CIBC World Markets Corp., a member of the New York Stock Exchange ("NYSE"), 
NASD and SIPC.  This report is intended for distribution in the United States only to Major Institutional Investors (as such 
term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for 
the use of any person or entity that is not a major institutional investor.  Major Institutional Investors receiving this 
report should effect transactions in securities discussed in the report through CIBC World Markets Corp.  This report is 
provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, 
and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where 
such offer or solicitation would be prohibited.  This document and any of the products and information contained herein 
are not intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 
 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients by virtue of their 
receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 
 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such.  All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. 
 Nothing in this report constitutes legal, accounting or tax advice.  Since the levels and bases of taxation can 
change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the tax 
consequences of investments.  As with any investment having potential tax implications, clients should consult with their 
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Fortis Inc. 
Exceptional Growth Through Acquisition 

� Fortis has established an impressive long-term track record of EPS and 
dividend growth, driven by aggressive and timely acquisitions of regulated 
utilities in Canada and the Caribbean. Assets have grown from a little over 
$2 billion in 2004 to $10 billion at the end of 2007. 

� We look for EPS to grow from $1.36 in 2007 to $1.57 in 2008, followed by a 
temporary leveling out in 2009 at $1.57. A capital program amounting to 
some $4 billion over the next five years underlies strong growth in core 
earnings, while the pause in 2009 reflects the expiry of a contract with OPG.

� Look for the combined $6 billion rate base to grow at a CAGR of 6% through 
2012. Particularly impressive is FortisAlberta, whose $1.1 billion rate base 
will see more than $275 million in annual investment over the next five 
years. Strong growth is also expected for FortisBC and Caribbean assets. 

� Our target multiple of 20x 2009E EPS reflects both track record and long-
term opportunity, while our SP rating balances this against a temporary 
pause in earnings growth expected in 2009. Accretive acquisitions remain a 
strong possibility. As of 5/19, we are assuming coverage of Fortis. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 08-89059 © 2008

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Overweight
12-18 mo. Price Target $31.50
FTS-TSX (5/14/08) $27.15

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $24.50-$29.94
Shares Outstanding 156.9M
Float 156.9M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,260.4M
Dividend/Div Yield $1.00 /  3.7%
Fiscal Year Ends December
Book Value $17.05 per Shr
2008 ROE (E) 9.2%
LT Debt $5.1B
Preferred $442.00M
Common Equity $2.7B
Convertible Available No

Earnings Per Share Prev Current
2007 $1.36A 
2008 $1.57E 
2009 $1.57E 
P/E
2007 20.0x
2008 17.3x
2009 17.3x

Dividend Per Share
2007 $0.82A
2008 $1.00E
2009 $1.10E

Yield
2007 3.0%
2008 3.7%
2009 4.1%

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI and has a significant Caribbean 
presence through a 70% interest in Belize Electricity and 
54% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Investment Summary 
Fortis (FTS-SP) has established an impressive long-term track record of EPS and 
dividend growth, driven by aggressive and timely acquisitions of regulated 
utilities in Canada and the Caribbean. We anticipate further EPS growth in 2008, 
followed by a pause in 2009, while investment opportunities amounting to some 
$4 billion between 2008 and 2012 bode well for growth in the longer term. Fortis 
currently trades at 17.3x 2008E and 2009E EPS of $1.57, above the Canadian 
utilities average 16.0x. Our $31.50 price target is based upon a multiple of 20x 
2009E EPS, while our Sector Performer rating adequately balances Fortis’ 
exceptional track record and long-term growth opportunities against temporarily 
moderated EPS growth anticipated in 2009. 

Regulated Utilities Represent The Core Of Fortis’ Earnings 

Regulated utility operations in both Canada and the Caribbean together comprise 
roughly 85% of Fortis’ total operating earnings contributions for 2008 and 
represent over $6 billion in collective rate base, which is anticipated to grow at a 
compound annual growth rate of 6% over the next five years. These operations 
provide a highly stable core to Fortis’ earnings, in addition to contributing 
growth to the bottom line, as both western Canadian and Caribbean electrical 
utility operations are experiencing strong growth in electricity demand, resulting 
in infrastructure investment opportunity. 

An Active Acquirer 

Fortis has proven to be a capable and aggressive acquirer of regulated utilities, 
having grown its assets from a little over $2 billion in 2004 to roughly $10 billion 
by the end of 2007. Major acquisitions over the past four years include 
FortisAlberta and FortisBC, which virtually doubled the size of the company in 
2004, and the more recent acquisition of Terasen Gas, which doubled the 
company’s size yet again in 2007. Timing has also been particularly adept in 
light of significant rate base growth in the western utilities’ rate bases since the 
acquisition. Accretive earnings growth through acquisition has supported what is 
perhaps the most impressive dividend growth profiles in Canada, with per share 
payouts rising for 34 consecutive years. 

EPS Growth Profile 

We look for operating EPS to grow to $1.57 in 2008 from $1.36 in 2007 and 
then level out at $1.57 in 2009. Growth expectations in the current year reflect 
a full-year contribution from Terasen, while a leveling in 2009 is the product of 
the April 29, 2009, expiry of contractual contributions to Fortis from the Rankine 
Power Facility, mitigated by growth in Fortis’ other businesses. A capital program 
that will see roughly $890 million spent in 2008 (roughly half of which is 
designated as growth expenditures) and another $3.1 billion anticipated 
between 2009 and 2012 underlies strong EPS growth in the long term; Fortis’ 
regulated rate base is expected to grow from $6.3 billion in mid-2007 to 
$8.6 billion in 2012, representing a compound annual growth rate of roughly 
6%.  
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Consolidated Outlook 
Operating EPS for Fortis came in at $1.36 in 2007 versus $1.39 in 2006. Fortis 
acquired Terasen in May 2007 for $3.7 billion and, coinciding with the purchase, 
completed a $1.15 billion common share issue, which along with drawings of 
credit facilities and assumed debt for the balance funded the acquisition. The 
common share issue, combined with the earnings seasonality of Terasen, diluted 
EPS by approximately $0.07. This was mitigated by the first full-year 
contribution from Fortis Turks and Caicos, significant investment in electrical 
infrastructure at FortisAlberta and FortisBC, stronger performance at Fortis 
Properties and lower effective corporate taxes. We would note that generally 
lower allowed ROEs in 2007 were more than offset by rate base growth in Fortis’ 
regulated operations.   

We are currently forecasting EPS to grow to $1.57 in both 2008 and 2009, 
reflecting the first full year of contribution from Terasen, generally higher 
allowed ROEs for 2008, and ongoing growth in rate bases, particularly for 
FortisAlberta, FortisBC and Fortis’ Caribbean operations. The relative pause in 
growth for 2009 reflects the April 29, 2009, expiry of an agreement between 
FortisOntario and the Ontario Power Generation Inc. that since 2005 has 
provided for the exchange of power from the Rankine Power Facility to 
FortisOntario in return for transfer of FortisOntario’s water rights on the Niagara 
River. 

Regulated Operations Outlook 
Terasen Gas 

In a landmark transaction for the company, Fortis acquired Terasen in 
May 2007, the principal natural gas distribution utility in BC serving 900,000 
customers, or 95% of the natural gas users in the province. The total purchase 
price was $3.7 billion, funded by the combination of a $1.15 billion equity issue 
completed coincident with the closing of the acquisition in May, assumed debt 
and incremental drawings on credit facilities. Operating earnings in 2007 
contributed from the May 17 closing of the acquisition amounted to $43 million. 
We would note that the acquisition, combined with the share issue, diluted 
Fortis’ 2007 earnings by approximately $0.07/share in 2007, reflecting the fact 
that Terasen’s seasonally strongest quarter (Q1) was not a part of the 2007 
contribution to Fortis’ results. For 2008 and 2009, we anticipate earnings 
contributions of $105 million and $107 million, respectively, from Terasen, 
reflecting rate base growth of 1.5%-2%. Terasen’s anticipated rate base at 
mid-year 2008 is approximately $2.9 billion with allowed ROEs for 2008 of 
8.62%-9.32%, up from 8.37%-9.07% in 2007.  

In April 2008, Terasen received final regulatory approval to construct and 
operate a 1.5 billion-cubic-foot liquid natural gas storage facility on Vancouver 
Island. The project is estimated to cost $200 million and is expected to be in 
service by late 2011. 

FortisAlberta And FortisBC 
On a combined basis, electrical utilities FortisAlberta and Fortis BC contributed 
operating earnings of $79 million in 2007, up from $69 million in 2006. The 
increase reflected strong growth in both utilities’ customer bases and associated 
significant investment in electricity infrastructure, higher corporate income tax 
recoveries at FortisAlberta, and rate increases at FortisBC. For 2008, we 
anticipate a relatively flat combined earnings contribution of $79 million, 
reflecting a reversal of FortisAlberta’s 2007 tax recovery, mitigated by strong 
customer growth and related investment, the latter expected to take earnings 
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up to $86 million in 2009. We anticipate a combined rate base of $1.9 billion in 
mid-2008 (versus $1.7 billion currently), which is up 200% from when both 
utilities were purchased in 2004. We expect the combined rate bases to grow to 
in excess of $3 billion by 2012. 

With an expected rate base of $1.1 billion in mid-2008, FortisAlberta will see 
more than $275 million in annual investment over the next five years to increase 
the reliability of its system and to meet load growth. FortisAlberta’s negotiated 
settlement agreement relating to its 2008 and 2009 electricity rates were 
approved recently, resulting in rate increases of 6.8% and 7.3% for 2009, and 
based upon plans for $264 million in capital spending in 2008 and $296 million 
in 2009. Allowed ROE for FortisAlberta is set at 8.75% for 2008, up from 8.51% 
in 2007. 

For FortisBC, the mid-year 2008 rate base is forecast to be roughly $820 million, 
while average annual capital expenditures of $130 million are expected over the 
next five years. In December 2007, FortisBC received regulatory approval in 
respect of a negotiated settlement agreement resulting in a rate increase of 
2.9% for 2008, based upon capital expenditures of $132 million in 2008. 
Allowed ROE for FortisBC is 9.02% for 2008, up from 8.77% in 2007. 

Newfoundland Power 

Newfoundland Power contributed $30 million in operating earnings in 2007, 
unchanged from $30 million in 2006. Newfoundland Power’s rate base is 
expected to grow at a comparatively lower rate of 1%-2% annually for the 
foreseeable future, while for 2008, its average customer rate has been approved 
and anticipated to grow by an average of 2.8% over 2007 and reflect an allowed 
ROE of 8.95% versus 8.6% in 2007. Capital spending of $51 million is budgeted 
for 2008, while Newfoundland Power’s rate base is forecast at $817 million by 
mid-year. We expect reasonably level earnings from Newfoundland Power in 
2008 and 2009, at $30 million and $31 million, respectively. 

Caribbean Power Assets 
Fortis’ regulated electricity utilities in the Caribbean are experiencing strong 
growth in electricity sales. On a combined basis, Belize Electricity (70.1% 
interest), Caribbean Utilities (CUP.U-TSX) (54% interest) and Fortis Turks and 
Caicos (100% interest) contributed $33 million to consolidated operating 
earnings in 2007 versus $24 million in 2006. The growth reflected a full year of 
contributions from Fortis Turks and Caicos, which was acquired in August 2006, 
an additional 16% interest in Caribbean Utilities acquired in November 2006, 
and respective year-over-year growth rates in electricity sales growth of 6%, 
8% and 16% for Belize, Caribbean and Turks and Caicos. Robust growth rates 
going forward, along with associated investment in infrastructure, underpin our 
forecast for combined earnings of $37 million in both 2008 and 2009. 

Other Canadian Electric Utilities 
Other Canadian electric utilities, including Maritime Electric and FortisOntario 
contributed earnings of $16 million in 2007, compared to $14 million in 2006, 
primarily reflecting higher electricity sales and basic electricity rates. We are 
forecasting relatively stable earnings of $15 million and $16 million for 2008 and 
2009, respectively. 
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Non-regulated Operations Outlook 
Fortis Generation 
Fortis’ non-regulated generation assets include the operations of non-regulated 
generating assets across Canada, in Belize and upper New York State, with a 
combined generating capacity of 195 MW, 190 MW of which are hydro assets. 
Fortis Generation contributed $24 million in earnings in 2007, compared to 
$27 million in 2006. The small decline reflects, in general, lower hydroelectric 
power production during 2007 due to less rainfall. Currently we are forecasting 
Fortis Generation earnings of $26 million in 2008, declining to $17 million in 
2009. The decline reflects the April 2009 expiry of the agreement between 
FortisOntario and Ontario Power Generation Inc. that was reached in 2005, 
which saw the exchange of 75 MW of power supply from the Rankine Power 
Facility to FortisOntario until April 30, 2009, in exchange for the transfer of 
FortisOntario’s water rights on the Niagara River. 

In 2007, Fortis received approvals for the construction of a $53-million, 18-MW 
hydroelectric generating facility at Vaca on the Macal River in Belize. The facility 
will increase average annual energy production by 80 GWh in late 2009 when it 
comes on stream. Currently we have earnings contributions from Vaca starting 
in 2010, at an annual rate of roughly $6 million, partially mitigating the lost 
production from Rankine.   

Fortis Properties 

Fortis Properties, which represents Fortis’ ownership and operation of 19 
Canadian hotels and approximately 2.8 million square feet of commercial real 
estate primarily in Atlantic Canada, contributed $24 million in operating earnings 
in 2007, up from $17 million in 2006. The earnings growth reflected expanded 
operations in Western Canada, with the acquisition of the Delta Regina in August 
2007 for roughly $50 million and a positive corporate tax adjustment in 2007. 
Currently we are forecasting earnings of $26 million and $27 million for 2008 
and 2009, respectively. 

Summary Of Fortis’ Capital Expenditure 
Program And Allowable Returns 
Exhibit 1 summarizes Fortis’ expected capital program. For 2008, the company 
is forecasting total capital expenditures of $890 million, 50% of which is 
designated as growth expenditures and 50% as sustaining and other. For 
2009-2012, the company is guiding to an average capital investment of roughly 
$780 million per year (or a total of $4 billion between 2008 and 2012). In terms 
of regulated rate base, the company is forecasting that to grow from $6.3 billion 
in mid-2007 to $8.6 billion by 2012, representing a compound annual growth 
rate of roughly 6%. 
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Exhibit 1. Capital Expenditures Forecast ($ mlns.) 

2007 2008E 2009-2012
Terasen 120 250
Fortis Alberta 285 264
FortisBC 147 136
Newfoundland Power 72 53
Other Regulated Canadian Utilities 38 38
Regulated Utilities - Caribbean 106 101
Non-regulated 22 48

Total 790 890 780 Avg. Per Annum
     Growth 363 445 335
     Sustaining And Other 427 445 445

Source:  Company reports and CIBC World Markets Inc.

Over the near term, the company is well situated with consolidated unused 
credit facilities exceeding $1.1 billion (of $2.2 billion total), which are available 
to be used for capital expenditures. Moreover, Fortis has had a considerable 
degree of success accessing the credit market within the recent turmoil, with 
Terasen having, as recently as February 2008, raised 30-year debt at a rate of 
6.05% in February. Beyond that, over the next five years, in the context of a 
$4-billion capital program (assuming no acquisitions), Fortis does expect to 
return to the debt markets at the utility level, in addition to periodically 
accessing the equity markets for comparatively small amounts when conditions 
warrant. Of course, given Fortis’ track record of significant acquisition activity, 
future acquisitions would require incremental funding considerations, which 
would likely include more considerable equity funding. 

Returns on Fortis’ regulated Canadian assets range from allowed 2008 ROEs of 
8.62% to 10% (on equity thicknesses ranging from 35% to 50%), while 
regulated returns on Fortis’ Caribbean assets are ROA based and generally range 
between 10% and 17.5%. 

Financial Forecasts 
Earnings Forecast Summary 
Exhibit 2 summarizes our earnings forecast summary for Fortis. 
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Exhibit 2. Fortis Earnings Summary ($ mlns., except per share) 

Segmented Earnings 2006A 2007A 2008E 2009E
Regulated Utilities
Terasen Gas $0 $43 $105 $107 
Alberta & B.C. Utilities 69 79 79 86 
Newfoundland Power 30 30 30 31 
Other Canadian Utilities 14 16 15 16 
Caribbean Utilities (Belize, CUC, T&C) 24 33 37 37 

Total Regulated Utilities 136 201 265 277 

Non-regulated Operations
Fortis Generation 27 24 26 17 
Fortis Properties 17 24 26 27 
Total Non-regulated Operations 44 48 53 44 

Corporate (36) (61) (72) (75)

Operating Earnings For Common 144 188 245 246 

Unusual Items 5 5 0 0 
Reported Earnings 148 192 245 246 

Average Shares Outstanding 104 138 156 156 

Operating EPS $1.39 $1.36 $1.57 $1.57 
Reported EPS $1.43 $1.40 $1.57 $1.57 

Source:  Company reports and CIBC World Markets Inc.

Valuation 
Fortis currently trades at 17.3x 2008E and 2009E EPS of $1.57, at the higher 
end of Canadian utilities valuations in consideration of Fortis’ track record of EPS 
and dividend growth, its stability, and its attractive long-term organic growth 
opportunities. Fortis’ acquisition currency, along with its defensive character, 
could very well spell additional accretive acquisitions in its future, given a 
financing environment that remains otherwise difficult. 

Price Target Calculation 
Our $31.50 price target is based upon a sector-leading target multiple of 20x 
2009E EPS, while our Sector Performer rating adequately balances Fortis’ 
exceptional track record and long-term growth opportunities against temporarily 
moderated EPS growth anticipated in 2009. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and B.C., weak power prices in Ontario, low 
hydro flows, environmental costs that cannot be adequately recovered through 
higher rates, and tourism conditions (real estate division). In addition, the utility 
stocks are sensitive to changes in interest rates.
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2007 Current $0.40A $0.31A $0.20A $0.46A $1.36A

2008 Current $0.58A $0.29E $0.23E $0.47E $1.57E

2009 Current -- -- -- -- $1.57E
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Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
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Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 
 
Stock Prices as of 05/16/2008: 
Caribbean Utilities Company Ltd. (CUP.U-TSX, $12.01, Not Rated) 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
07/08/2005 19.85 SO 21.75 Matthew Akman
08/05/2005 20.85 SO 22.50 Matthew Akman
09/29/2005 24.35 SP 23.75 Matthew Akman
10/14/2005 24.09 SP 25.00 Matthew Akman
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 16 May 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 152 44.4% Sector Outperformer (Buy) 132 86.8%

Sector Performer (Hold/Neutral) 162 47.4% Sector Performer (Hold/Neutral) 128 79.0%

Sector Underperformer (Sell) 21 6.1% Sector Underperformer (Sell) 14 66.7%

Restricted 6 1.8% Restricted 6 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 16 May 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 4 44.4% Sector Outperformer (Buy) 4 100.0%

Sector Performer (Hold/Neutral) 5 55.6% Sector Performer (Hold/Neutral) 2 40.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, BLX, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IDA Policy 11, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Fortis Inc. 
In-line Q2; Belize Concerns Overdone 

� Q2/08 EPS came in at $0.28, down from $0.31 in Q2/07, and in line with 

our $0.29 estimate. Higher-than-expected earnings in Terasen Gas offset 

lower earnings at FortisAlberta, which had an increase in future tax 

expenses in the quarter that is expected to reverse in the future. 

� Fortis took a $13 million ($0.08/share) one-time charge related to 

disallowed previously incurred fuel and purchase price costs at Belize 

Electricity. The decision, which is being appealed, also reduces the utility's 

allowed return on assets from 12% to 10%. 

� We have reduced our contribution from the Caribbean Utilities segment in 

light of the decision in Belize. As a result, our 2008 EPS estimate declines 

from $1.57 to $1.54, while our 2009 EPS estimate declines from $1.57 to 

$1.52. 

� We are lowering our price target from $31.50 to $30.50 reflecting reduced 

2009 earnings estimates, and a fulsome 20x 2009E EPS target multiple 

(unchanged). Our Sector Performer rating balances strong long-term growth 

potential with a pause in EPS growth anticipated in 2009. 

 

Stock Price Performance 

 
Source: Reuters  
All figures in Canadian dollars, unless otherwise stated. 08-91120 © 2008 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Overweight 
12-18 mo. Price Target $30.50 

FTS-TSX (8/8/08) $26.80 

  Key Indices: Toronto, TSXUtils 

3-5-Yr. EPS Gr. Rate (E) NM 
52-week Range $24.11-$29.94 
Shares Outstanding 157.1M 
Float 157.1M Shrs 
Avg. Daily Trading Vol. 98,036 
Market Capitalization $4,210.3M 
Dividend/Div Yield $1.00 /  3.7% 
Fiscal Year Ends December 
Book Value $16.98 per Shr 
2008  ROE (E) 9.1% 
LT Debt $5.0B 
Preferred $667.00M 
Common Equity $2.7B 
Convertible Available No 
      

Earnings Per Share Prev Current 

2007       $1.36A 
2008 $1.57E $1.54E 
2009 $1.57E $1.52E 

P/E 
2007       19.7x 
2008 17.1x 17.4x 
2009 17.1x 17.6x 
      

Dividend Per Share 

2007 $0.82A 
2008 $1.00E 
2009 $1.10E 
  
Yield  
2007 3.1% 
2008 3.7% 
2009 4.1% 
  

Company Description 
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI and has a significant Caribbean 
presence through a 70% interest in Belize Electricity and 
54% in Caribbean Utilities. 
www.fortisinc.com 

http://www.fortisinc.com/
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Q2 Results 

Q2 Earnings Performance 

Fortis (FTS-SP) reported Q2 results that, overall, were in line with expectations. 

Q2/08 operating EPS came in at $0.28, down from $0.31 in Q2/07 but in line 

with our $0.29 forecast. Higher-than-expected earnings from Terasen Gas offset 

lower earnings in Alberta & B.C. Utilities. 

Q2 Highlights 

• Terasen Gas: Terasen Gas contributed $12 million in operating earnings in 

Q2/08, up from $1 million in Q2/07, which was a partial quarter in light of 

the May 17, 2007, acquisition closing date. Results were ahead of our 

estimate of $8 million. Gas volumes were up 1.9% in Q2/08 compared to the 

full quarter in 2007. Terasen’s business is highly seasonal, with virtually all 

of its earnings generated in the first and last quarter of the year. 

• Alberta & B.C. Utilities: Operating earnings from FortisAlberta and 

FortisBC totaled $14 million in the quarter, down from $22 million in Q2/07, 

and below our $22 million estimate. The reduction in earnings is the result of 

a $7.5 million increase in future income tax expenses at FortisAlberta 

associated with regulated-approved deferral accounts and the timing of their 

collection. The company expects to record a future income tax recovery 

when the deferral accounts are collected. 

• Newfoundland Power: Newfoundland Power operating earnings were $10 

million, up from $8 million in Q2/08, and in line with our $10 million 

estimate. Higher earnings reflected a quarterly shift in the distribution of 

purchased power expenses, increasing earnings by $2.5 million in the 

quarter. This shift has the effect of reducing earnings in Q1 and Q4, when 

power prices are higher, and improving earnings in Q2 and Q3, leaving 

annual earnings unaffected. 

• Caribbean Utilities: Earnings from the Caribbean Utilities totaled $8 

million, unchanged from Q2/07, and in line with our $8 million estimate. 

Adjusted Q2/08 results exclude a $13 million ($0.08) charge related to 

previously incurred fuel and purchase price costs at Belize Electricity that 

have been disallowed by the Belize’s Public Utility Commission (PUC). The 

decision also had the effect of reducing Belize Electricity’s allowed return on 

assets from 12% to 10% going forward. Belize Electricity has filed an 

application for judicial review and appeal of the decision with the Supreme 

Court of Belize. 

• Non-Regulated Operations: Non-regulated operations contributed $14 

million to earnings in the quarter, up from $11 million in Q2/07, and above 

our $12 million estimate. Fortis Generation earnings totaled $7 million, up 

from $5 million in Q2/07 reflecting higher production in Newfoundland due to 

higher rainfall, and increased average wholesale energy prices in Ontario 

and New York. Fortis Properties earnings totaled $7 million, up from $6 

million in Q2/07 due to the impact of the Delta Regina acquisition in August 

2007, and the improved performance from the company’s hospitality 

operations in Atlantic Canada. 

Minor Model Adjustments 

We are reducing our forecasted contribution from the Caribbean Utilities 

segment in light of the PUC decision in Belize. As a result, our 2008E EPS 

declines from $1.57 to $1.54, while our 2009E EPS declines from $1.57 to 

$1.52.
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Exhibit 1. Earnings Summary ($ mlns., except per share) 

    Previous Estimates Current Estimates 

Segmented Earnings  Q2/08A Q2/08E Q2/07A 2008E 2009E 2008E 2009E 

Regulated Utilities        
     Terasen Gas 12  8  2  105  107  105  107  

     Alberta & B.C. Utilities 14  22  22  79  86  79  86  

     Newfoundland Power 10  10  8  30  31  30  31  

     Other Canadian Utilities 4  4  4  15  16  15  16  

     Caribbean Utilities (Belize, CUC, T&C) 8  8  8  37  37  34  30  

Total Regulated Utilities 48  51  43  265  277  262  270  

        

Non-Regulated Operations        

     Fortis Generation 7  6  5  26  17  26  17  

     Fortis Properties 7  6  6  26  27  26  27  

Total Non-Regulated Operations 14  12  11  53  44  53  44  

        

Corporate (18) (17) (13) (72) (75) (72) (75) 

Operating Earnings For Common 44  46  41  245  246  242  239  

        

Unusual Items (15) 0  0  0  0  0  0  

Reported Earnings 29  46  41  245  246  242  239  

        

Average Shares Outstanding 157  157  132  156  156  157  157  

        

Operating EPS 0.28  0.29  0.31  1.57  1.57  1.54  1.52  

Reported EPS 0.19  0.29  0.31  1.57  1.57  1.54  1.52  

 

Source:  Company reports and CIBC World Markets Inc.

Outlook and Investment Summary 

The situation in Belize has likely received too much of the market’s attention of 

late, particularly considering the relative size of the business (less than 5% of 

earnings). A $4.5 billion capital program over the next five years underlies solid 

long-term growth potential, beyond a shorter-term slowing in growth anticipated 

in 2009 and related to the expiry of the Rankine contract with Ontario Power 

Generation. Fortis has been an active acquirer in the past, and with the 

integration of Terasen Gas complete, further accretive acquisitions remain a 

strong possibility. Our Sector Performer rating balances long-term growth 

potential against a high valuation and a near-term pause in EPS growth 

anticipated in 2009. 

Price Target Calculation 

Our price target is reduced from $31.50 to $30.50 as a result of lower 2009 

earnings estimates. Our target remains based on a high-end P/2009E EPS of 

20x, which reflects both Fortis’ impressive track record and longer-term growth 

potential. 
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Key Risks To Price Target 

Fortis could fall short of our earnings forecasts (and fail to meet our price target) 

for various reasons, including (but not limited to) the impact of negative 

regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 

flows, environmental costs that cannot be adequately recovered through higher 

rates, and tourism conditions (real estate division). In addition, the utility stocks 

are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2007 Current $0.40A $0.31A $0.20A $0.46A $1.36A 

2008 Prior $0.58A $0.29E $0.23E $0.47E $1.57E 

2008 Current $0.58A $0.28A $0.22E $0.46E $1.54E 

2009 Prior -- -- -- -- $1.57E 

2009 Current -- -- -- -- $1.52E 
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IMPORTANT DISCLOSURES: 

Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 

CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 

discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

09/29/2005    24.35 SP 23.75 Matthew Akman 

10/14/2005   24.09 SP 25.00 Matthew Akman 

11/01/2006   25.75 SP 26.00 Matthew Akman 

11/27/2006   28.42 SU 26.00 Matthew Akman 

01/03/2007   29.51 R - Matthew Akman 

01/18/2007   27.75 SU 26.00 Matthew Akman 

01/18/2007   27.75 SU 27.00 Matthew Akman 

02/26/2007   27.38 R - Matthew Akman 

05/17/2007   28.39 SP 27.00 Matthew Akman 

05/18/2007   28.20 SP 30.00 Matthew Akman 

01/07/2008   29.30 SP 30.00 Alda Pavao, CFA 

05/01/2008   27.96 SP 31.50 Alda Pavao, CFA 

05/19/2008   27.40 SP 31.50 Petro Panarites, CFA 
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 

***Restricted due to a potential conflict of interest. 

 
 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 10 Aug 2008) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 154 44.3%  Sector Outperformer (Buy) 130 84.4% 

Sector Performer (Hold/Neutral) 161 46.3%  Sector Performer (Hold/Neutral) 130 80.7% 

Sector Underperformer (Sell) 21 6.0%  Sector Underperformer (Sell) 13 61.9% 

Restricted 11 3.2%  Restricted 9 81.8% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 10 Aug 2008) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 4 44.4%  Sector Outperformer (Buy) 3 75.0% 

Sector Performer (Hold/Neutral) 4 44.4%  Sector Performer (Hold/Neutral) 1 25.0% 

Sector Underperformer (Sell) 0 0.0%  Sector Underperformer (Sell) 0 0.0% 

Restricted 1 11.1%  Restricted 1 100.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, BLX, CU, EMA, ENB, FTS, SE, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 

not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 

has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 

securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Fortis Inc. 
Strong Q3 Results Driven By The Generation 
Segment 

� Q3/08 operating EPS came in at $0.26, up from $0.20 in Q3/07 and above 
our $0.22 estimate. Results reflected a stronger-than-expected contribution 
from Fortis Generation, while the other segments reporting results were in 
line with expectations. 

� Fortis Generation contributed $9 million to earnings in the quarter, up from 
$5 million in Q3/07 and above our $6 million estimate, due to increased 
energy sales (up 20.1%) from higher production in Belize and upper New 
York State, and higher energy prices in Ontario and New York. 

� We have made minor adjustments to reflect a higher contribution from 
Fortis Generation and Terasen Gas, partially offset by the impact of 
Hurricane Ike on the Caribbean Utilities segment. Our 2008E and 2009E 
EPS increases from $1.54 and $1.52 to $1.60 and $1.57, respectively. 

� Our price target is reduced from $30.50 to $28.50, based on an 18x 2009E 
EPS multiple, down from 20x previously reflecting a general decline in 
valuations. Our SP rating balances strong long-term core rate base growth 
against a near-term pause in EPS growth and a premium valuation. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 08-92714 © 2008

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Overweight
12-18 mo. Price Target $28.50
FTS-TSX (10/31/08) $26.30

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $20.70-$29.94
Shares Outstanding 157.3M
Float 157.3M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $4,137.0M
Dividend/Div Yield $1.00 /  3.8%
Fiscal Year Ends December
Book Value $17.11 per Shr
2008 ROE (E) 9.4%
LT Debt $5.2B
Preferred $667.00M
Common Equity $2.7B
Convertible Available No

Earnings Per Share Prev Current
2007 $1.36A 
2008 $1.54E $1.60E 
2009 $1.52E $1.57E 
P/E
2007 19.3x
2008 17.1x 16.4x
2009 17.3x 16.8x

Dividend Per Share
2007 $0.82A
2008 $1.00E
2009 $1.10E

Yield
2007 3.1%
2008 3.8%
2009 4.1%

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI and has a significant Caribbean 
presence through a 70% interest in Belize Electricity and 
57% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Q3 Results 
Q3 Earnings Performance 

Fortis (FTS-SP) reported Q3/08 adjusted EPS of $0.26, up from $0.20 in Q3/07, 
and above our $0.22 estimate. The outperformance in the quarter was due to 
strong-than-expected results at Fortis Generation. 

Q3 Highlights 
• Alberta & B.C. Utilities: Operating earnings from FortisAlberta and 

FortisBC totaled $25 million, up from $21 million in Q3/07, and in line with 
our $25 million estimate. The y/y increase is the result of increased future 
income tax recoveries associated with regulator-approved deferral accounts 
at FortisAlberta, and decreased energy costs due to a higher proportion of 
energy from company-owned plants compared to purchased power at 
FortisBC. 

• Newfoundland Power: Newfoundland Power operating earnings totaled $8 
million, up from $3 million in Q3/07, and in line with our $7 million estimate. 
The y/y increase reflects a quarterly shift in the distribution of purchased 
power expenses, which increased earnings by $5.5 million in Q3/08. This 
shift has the effect of reducing earnings in Q1 and Q4, and improving 
earnings in Q2 and Q3, leaving annual earnings unaffected. 

• Caribbean Utilities: Earnings from the Caribbean Utilities totaled $7 
million, down from $10 million in Q3/07 and in line with our $8 million 
estimate. The y/y decline is due to lower allowed ROA at Belize Electricity, 
lower basic electricity rates at Caribbean Utilities, and revenue lost at Fortis 
Turks and Caicos due to the impact of Hurricane Ike (earnings impact of $1 
million). Revenue losses as a result of Hurricane Ike are also expected to be 
$1 million in Q4. 

• Terasen Gas: Terasen Gas lost $5 million in the quarter, in line with the $4 
million loss in Q3/07 and our estimate of a $5 million loss. Terasen’s 
business is highly seasonal with virtually all of its earnings generated in the 
first and last quarter of the year. 

• Fortis Generation: Fortis Generation contributed $9 million to earnings in 
the quarter, up from $5 million in Q3/07 and above our $6 million forecast. 
Energy sales increased 51 GWh (20.1%) in Q3/08 as a result of higher 
production in Belize and upper New York State due to higher rainfall. This 
combined with increased average wholesale energy prices in Ontario and 
upper New York State led to the increased y/y earnings. 

• Fortis Properties: Fortis Properties earnings totaled $9 million, compared 
to $8 million in Q3/07 and our $8 million estimate, as result of improved 
performance in the hospitality and real estate divisions, as well as the 
contribution of the Delta Regina which was acquired on August 1, 2007. 
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Exhibit 1. Q3/08 Earnings Summary ($ mlns., except per share) 

Segmented Earnings Q3/08A Q3/08E Q3/07A

Regulated Utilities

     Terasen Gas (5) (5) (4)

     Alberta & B.C. Utilities 25 25 21 

     Newfoundland Power 8 7 3 

     Other Canadian Utilities 5 4 4 

     Caribbean Utilities (Belize, CUC, T&C) 7 8 10 

Total Regulated Utilities 41 39 34 

Non-Regulated Operations

     Fortis Generation 9 6 5 

     Fortis Properties 9 8 8 

Total Non-Regulated Operations 18 14 13 

Corporate (17) (18) (16)

Operating Earnings For Common 42 35 31 

Unusual Items 8 0 0 

Reported Earnings 49 35 31 

Average Shares Outstanding 157 157 155 

Operating EPS 0.26 0.22 0.20 

Reported EPS 0.31 0.22 0.20 

Source:  Company reports and CIBC World Markets Inc.
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Minor Model Adjustments 
We have made some minor adjustments to our model including increasing our 
Fortis Generation and Terasen Gas contribution, partially offset by a lower 
contribution in Caribbean Utilities due to the impact of Hurricane Ike. Our 2008E 
EPS increases from $1.54 to $1.60, while our 2009E EPS increases from $1.52 
to $1.57. 

Exhibit 2. Earnings Revision Summary ($ mlns., except per share) 

Previous Estimates Current Estimates

Segmented Earnings 2007A 2008E 2009E 2008E 2009E

Regulated Utilities

     Terasen Gas 43 105 107 112 114 

     Alberta & B.C. Utilities 79 79 86 79 87 

     Newfoundland Power 30 30 31 30 31 

     Other Canadian Utilities 16 15 16 16 16 

     Caribbean Utilities (Belize, CUC, T&C) 33 34 30 32 30 

Total Regulated Utilities 201 262 270 268 279 

Non-Regulated Operations

     Fortis Generation 24 26 17 31 17 

     Fortis Properties 24 26 27 26 27 

Total Non-Regulated Operations 48 53 44 56 43 

Corporate (61) (72) (75) (72) (75)

Operating Earnings For Common 188 242 239 252 247 

Unusual Items 5 0 0 (8) 0 

Reported Earnings 192 242 239 244 247 

Average Shares Outstanding 138 157 157 157 157 

Operating EPS 1.36 1.54 1.52 1.60 1.57 

Reported EPS 1.40 1.54 1.52 1.56 1.57 

Source:  Company reports and CIBC World Markets Inc.

Outlook And Investment Summary 
Outlook and investment considerations include the following: 

• Strong Rate Base Growth: Fortis’ collective rate base is expected to grow 
from roughly $7 billion currently at a CAGR of 7% through 2013, 
contributing to steady underlying growth to core earnings. 

• Flat 2009E EPS: The flattish forecast for 2009 EPS reflects the April 2009 
expiry of the agreement between Fortis Ontario and OPG under which Fortis 
received 75 MW of power supply from the Rankine Power Facility in 
exchange for Fortis’ water rights on the Niagara River.  

• Valuation: Fortis currently trades at 16.8x 2009E EPS compared with 14.5x 
for Emera (EMA-SP) and 14.4x for Canadian Utilities (CU-SP), a premium 
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that reflects Fortis’ comparative stability (92% of total assets represent 
regulated utility operations) and superior core rate base growth. 

• Capital Program and Liquidity: On an annual basis, roughly $470 million 
in cash flow after dividend payment is available in the context of a $900 
million per annum capital program (annual average over the next five 
years). In that context, Fortis does expect to return to the debt markets at 
the utility level, in addition to periodically accessing the equity markets for 
comparatively small amounts when conditions warrant. Fortis has roughly 
$1.5 billion in undrawn credit facilities available at the end of the third 
quarter.   

While the growth-through-acquisition play has likely receded for the time being 
given the state of capital markets, Fortis can fall back on underlying regulated 
rate base growth, although investors may require patience as Rankine power 
supply ceases next year. At this stage, given the flattish EPS outlook over the 
next year and premium valuation, we maintain our SP rating. 

Price Target Calculation 
We are reducing our price target from $30.50 to $28.50, based on an 18x 2009E 
EPS target multiple, down from 20x previously, reflecting a general decline in 
valuations. Our target remains at the high end of anticipated utility valuations, 
reflecting Fortis core rate base growth potential, along with its track record of 
well-timed acquisitions. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates.



Strong Q3 Results Driven By The Generation Segment - November 02, 2008 

6

Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2007 Current $0.40A $0.31A $0.20A $0.46A $1.36A

2008 Prior $0.58A $0.28A $0.22E $0.46E $1.54E

2008 Current $0.58A $0.28A $0.26A $0.49E $1.60E

2009 Prior -- -- -- -- $1.52E

2009 Current -- -- -- -- $1.57E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets: 
 

Stock Prices as of 11/02/2008: 
Canadian Utilities Ltd. (7, 13) (CU-TSX, $42.40, Sector Performer) 

Emera Inc. (7) (EMA-TSX, $21.47, Sector Performer) 
 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp. makes a market in the securities of this company. 
2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 
2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 
2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 
2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 
3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 
4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 
5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 
6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 
6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 
7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 
8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 

research report has provided services to this company for remuneration in the past 12 months. 
9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 
12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 
14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 02 Nov 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 147 45.0% Sector Outperformer (Buy) 122 83.0%

Sector Performer (Hold/Neutral) 153 46.8% Sector Performer (Hold/Neutral) 123 80.4%

Sector Underperformer (Sell) 23 7.0% Sector Underperformer (Sell) 14 60.9%

Restricted 3 0.9% Restricted 3 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 02 Nov 2008) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 62.5% Sector Performer (Hold/Neutral) 2 40.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Equity Research
Earnings Update

January 20, 2009  Pipelines, Utilities, & Power 

Fortis Inc. 
Updating Estimates On Share Issuance 

� Fortis recently completed a common share offering of 11.7 million common 
shares at a price of $25.65 per share, resulting in gross proceeds to Fortis 
of $300.1 million. The underwriters also have an over-allotment option to 
purchase up to an additional 1.755 million shares. 

� Given Fortis generates roughly $470 million in cash flow after dividends 
annually, and has average annual capex and LT debt maturities of $900 
million and $180 million, respectively, over the next five years, we expect it 
to continue to access the debt and, to a lesser extent, equity markets. 

� Fortis will be using the proceeds to repay debt and for corporate purposes. 
Our 2009 EPS estimate is reduced from $1.57 to $1.49, while our 2010 EPS 
estimate is set at $1.56. 

� Our price target is reduced from $28.50 to $28.00, reflecting the share 
issuance and an 18x 2010E EPS multiple (vs. 18x 2009E EPS previously). 
We maintain our SP rating, balancing strong long-term rate base growth 
against an interim pause in EPS growth and a premium valuation. 

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 09-94202 © 2009

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Petro.Panarites@cibc.ca

Osvaldo Matias, CFA
1 (416) 956-6428
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Stock Rating:

Sector Performer

Sector Weighting:

Overweight
12-18 mo. Price Target $28.00
FTS-TSX (1/20/09) $23.53

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $20.70-$29.94
Shares Outstanding 169.0M
Float 169.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $3,976.6M
Dividend/Div Yield $1.04 /  4.4%
Fiscal Year Ends December
Book Value $15.98 per Shr
2009 ROE (E) 9.1%
LT Debt $5.0B
Preferred $667.00M
Common Equity $2.7B
Convertible Available No

Earnings Per Share Prev Current
2008 $1.60E $1.60E 
2009 $1.57E $1.49E 
2010 $1.56E 
P/E
2008 14.7x 14.7x
2009 15.0x 15.8x
2010 15.1x

Dividend Per Share
2008 $1.00A
2009 $1.04E
2010 $1.10E

Yield
2008 4.2%
2009 4.4%
2010 4.7%

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI and has a significant Caribbean 
presence through a 70% interest in Belize Electricity and 
57% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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$300 Million Equity Financing 
Recently, Fortis (FTS-SP) completed a common share offering of 11.7 million 
common shares at a price of $25.65 per share, resulting in gross proceeds to 
Fortis of $300.1 million. The underwriters also have an over-allotment option to 
purchase up to an additional 1.755 million shares, which would bring total gross 
proceeds to $345.1 million. Fortis will use the proceeds to repay indebtedness 
under the company’s credit facility and for general corporate purposes.  

Funding Profile 
On an annual basis, Fortis generates roughly $470 million in cash flow after 
dividends. Given a capital program which calls for an average of approximately 
$900 million per annum in spending over the next five years, along with long-
term debt maturities averaging $180 million over the same timeframe, we would 
expect Fortis to continue to access the debt and, to a lesser extent, equity 
markets. As at September 30, 2008, Fortis and its subsidiaries had consolidated 
authorized lines of credit of $2.2 billion, of which $1.5 billion was undrawn. 

Revising Estimates 
Our 2009E EPS declines from $1.57 to $1.49, reflecting the higher share count 
offset by the corresponding lower financing costs. Our 2010 EPS estimate is set 
at $1.56, and reflects a rebound in Fortis Generation earnings as a result of an 
18 MW generating facility in Belize scheduled to come onstream at the beginning 
of 2010, as well as continued rate base growth in the company’s regulated 
utilities. 

Outlook And Investment Summary 
Fortis is expected to experience a strong 7% CAGR in its $7 billion rate base 
through 2013. In the interim, however, 2009 earnings will be down slightly 
reflecting the recent share issue as well as the expiry of the Rankine power 
agreement in April 2009. Fortis’ long-term outlook is balanced by its flattish 
near-term EPS profile and premium valuation. As a result, we maintain our 
Sector Performer rating. 

Price Target Calculation 
We are reducing our price target slightly from $28.50 to $28.00, reflecting the 
share issuance. Our price target is based on a target multiple of 18x 2010E EPS 
(versus 18x 2009E EPS previously), at the high end of utility valuations in 
consideration of Fortis’ core rate base growth potential. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2008 Prior $0.58A $0.28A $0.26A $0.49E $1.60E

2008 Current $0.58A $0.28A $0.26A $0.48E $1.60E

2009 Prior -- -- -- -- $1.57E

2009 Current -- -- -- -- $1.49E

2010 Current -- -- -- -- $1.56E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 20 Jan 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 130 39.2% Sector Outperformer (Buy) 111 85.4%

Sector Performer (Hold/Neutral) 163 49.1% Sector Performer (Hold/Neutral) 142 87.1%

Sector Underperformer (Sell) 33 9.9% Sector Underperformer (Sell) 21 63.6%

Restricted 5 1.5% Restricted 5 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 20 Jan 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 62.5% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Legal Disclaimer 
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Exchange and CIPF, (ii) in the United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services 
Authority ("FSA"), and (iii) in Australia, CIBC Australia Limited, a member of the Australian Stock Exchange and 
regulated by the ASIC (collectively, "CIBC World Markets"). This report is distributed in the United States by CIBC World 
Markets Inc. and has not been reviewed or approved by CIBC World Markets Corp., a member of FINRA.  This report is 
intended for distribution in the United States only to Major Institutional Investors (as such term is defined in SEC 15a-6 
and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for the use of any person or 
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solicitation would be prohibited.  This document and any of the products and information contained herein are not 
intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into agreements 
or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed in this 
document are meant for the general interests of wholesale clients of CIBC Australia Limited. 

 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients by virtue of their 
receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 

 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such.  All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. Nothing in this report constitutes legal, accounting or tax advice.  Since the levels and bases of taxation 
can change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the 
tax consequences of investments.  As with any investment having potential tax implications, clients should consult with 
their own independent tax adviser.  This report may provide addresses of, or contain hyperlinks to, Internet web sites.  
CIBC World Markets has not reviewed the linked Internet web site of any third party and takes no responsibility for the 
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the content of linked third-party web sites is not in any way incorporated into this document.  Recipients who choose to 
access such third-party web sites or follow such hyperlinks do so at their own risk.  Although each company issuing this 
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in any client accounts (i) will not be insured by the Federal Deposit Insurance Corporation ("FDIC"), the Canada Deposit 
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 © 2009 CIBC World Markets Inc.  All rights reserved.  Unauthorized use, distribution, duplication or disclosure 
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Equity Research
Earnings Update

February 5, 2009  Pipelines, Utilities, & Power 

Fortis Inc. 
Reports In-line Results 

� Fortis reported Q4/08 adjusted earnings of $0.48/share compared with 
$0.46/share last year and was right in line with our estimate. Segmented 
results were also, for the most part, in line with expectations. 

� Terasen Gas and FortisAlberta/FortisBC earnings both grew over the prior 
year, generally reflecting both higher allowed ROEs and rate base growth. 
Newfoundland Power and Caribbean Utilities, by contrast, declined modestly 
y/y reflecting minor and temporary issues. 

� On the non-regulated side, Fortis Generation earnings grew y/y reflecting 
higher production and lower financing costs. Fortis Properties earnings, on 
the other hand, declined over last year, reflecting a higher-than-anticipated 
tax rate in Q4/08 versus an unusually low tax rate in the prior year. 

� Fortis continues to offer strong rate base growth through 2013, although 
2009E EPS is expected to dip reflecting the long-anticipated April 2009 
contractual end to power supply from OPG from the Rankine Power facility. 
Premium valuation is deserved. We maintain our SP rating.   

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 09-94550 © 2009

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Petro Panarites, CFA
1 (416) 594-8249
Petro.Panarites@cibc.ca

Osvaldo Matias, CFA
1 (416) 956-6428
Osvaldo.Matias@cibc.ca

Stock Rating:

Sector Performer

Sector Weighting:

Overweight
12-18 mo. Price Target $28.00
FTS-TSX (2/5/09) $23.64

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $20.70-$29.94
Shares Outstanding 169.0M
Float 169.0M Shrs
Avg. Daily Trading Vol. 98,036
Market Capitalization $3,995.2M
Dividend/Div Yield $1.04 /  4.4%
Fiscal Year Ends December
Book Value $18.02 per Shr
2009 ROE (E) 8.1%
LT Debt $5.1B
Preferred $667.00M
Common Equity $3.0B
Convertible Available No

Earnings Per Share Prev Current
2008 $1.60E $1.56A 
2009 $1.49E $1.49E 
2010 $1.56E 
P/E
2008 14.8x 15.2x
2009 15.9x 15.9x
2010 15.2x

Dividend Per Share
2008 $1.00A
2009 $1.04E
2010 $1.10E

Yield
2008 4.2%
2009 4.4%
2010 4.7%

Company Description
Fortis owns the primary electric distribution companies in 
Newfoundland and PEI and has a significant Caribbean 
presence through a 70% interest in Belize Electricity and 
57% in Caribbean Utilities.
www.fortisinc.com

http://www.fortisinc.com/
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Q4 Results 
Q4 Earnings Performance 

Fortis (FTS-SP) reported Q4/08 adjusted EPS of $0.48/share compared with 
$0.46/share in Q4/07, and in line with our $0.48/share estimate. 

Q4 Highlights 

Regulated Utilities: 

• Terasen Gas Companies: Terasen Gas contributed comparable earnings of 
$47 million for the quarter, up from $45 million in Q4/07, reflecting an 
increase in gas distribution rates effective January 1, 2008 consistent with a 
higher allowed ROE, partially offset by higher operating expenses driven by 
increased labour costs. Our current estimate for the full-year 2009 stands at 
$115 million (up from $113 million in 2008), reflecting a slight decline in 
allowed ROEs for 2009 (under the application of automatic ROE adjustment 
mechanisms) at both Terasen Gas Inc. (TGI) and Terasen Gas (Vancouver 
Island) (TGVI), more than offset by anticipated growth in the rate base. 
Both TGI and TGVI are currently preparing rate applications related to 2010, 
which will require BCUC approval given that current settlement agreements 
expire at the end of 2009. As part of the filings, TGI and TGVI will seek a 
review of the current generic ROE adjustment mechanism and of the 
deemed equity components of the capital structure. 

• Alberta & B.C. Utilities: Comparable earnings from FortisAlberta and 
FortisBC amounted to $18 million for Q4/08, up from $13 million in Q4/07 
and in line with our $18 million estimate. Y/Y growth in earnings primarily 
reflects an increase in FortisAlberta earnings due to a higher allowed ROE, 
growth in the rate base and a lower tax rate. For 2009, we are anticipating 
combined earnings contribution from FortisAlberta and FortisBC to total $85 
million, up from $79 million in 2008, reflecting strong rate base growth 
mitigated slightly by a small decline in allowed ROEs. A decision from the 
BCUC on remaining elements of FortisBC’s 2009/2010 capital expenditure 
plan is expected during Q1. In FortisAlberta’s case, the generic ROE for 2009 
has not yet been confirmed in light of the 2009 Generic Cost of Capital 
Proceeding scheduled for the second quarter of 2009 which will include a 
review of the allowed ROE level, the adjustment mechanism and utility 
capital structures for all gas, electric and pipeline utilities in Alberta that are 
regulated by the AUC. 

• Newfoundland Power: Newfoundland Power earnings of $8 million were 
lower than $9 million reported last year, but higher than our $6 million 
estimate. The y/y decline reflects a shift in the quarterly distribution of 
annual purchased power expense, which decreased earnings in Q4 by 
approximately $2 million (we had been anticipating more). Excluding this, 
earnings were higher over last year reflecting higher customer rates and 
lower expenses. 

• Carribean Utilities: Carribean Utilities earnings totaled $8 million, below $9 
million last year and our $10 million expectation. Results reflected a revenue 
loss related to Hurricane Ike and related lower sales from Fortis Turks and 
Caicos. 
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Non-Regulated Businesses 

• Fortis Generation: Fortis Generation earnings came in at $8 million, 
basically in line with our $9 million estimate, and higher than Q4/07 
earnings of $7 million, reflecting higher production and lower financing costs.   

• Fortis Properties: Earnings of $4 million were down over last year’s $8 
million level, and our estimate of $7 million. The decline reflected a higher 
than anticipated tax rate during Q4/08, compared with an unusually low tax 
rate last year. 
 

Exhibit 1. Q4/08 Earnings Summary ($ mlns., except per share) 

Segmented Earnings Q4/08A Q4/08E Q4/07A

Regulated Utilities

     Terasen Gas 47 46 45 

     Alberta & B.C. Utilities 18 18 13 

     Newfoundland Power 8 6 9 

     Other Canadian Utilities 3 3 3 

     Caribbean Utilities (Belize, CUC, T&C) 8 10 9 

Total Regulated Utilities 84 82 79 

Non-Regulated Operations

     Fortis Generation 8 9 7 

     Fortis Properties 4 7 8 

Total Non-Regulated Operations 12 15 15 

Corporate (20) (21) (22)

Operating Earnings For Common 76 77 72 

Unusual Items 0 0 7 

Reported Earnings 76 77 79 

Average Shares Outstanding 159 159 155 

Operating EPS 0.48 0.48 0.46 

Reported EPS 0.48 0.48 0.51 

Source:  Company reports and CIBC World Markets Inc.

Other Issues 

• Belize Electricity: Fortis informed that as at December 31, 2008, Belize 
Electricity did not meet certain debt covenant financial ratios related to 
$11 million of bank loans, which will result in Belize Electricity being 
prohibited from incurring new indebtedness or declaring dividends. Fortis 
has asked its lenders for the appropriate waivers, and expects that an 
ease in energy supply costs will provide Belize Electricity with liquidity 
relief in the near term. Whatever the case, the issue is a negligible one 
from Fortis’ perspective given an annual earnings contribution from 
Belize electricity that only amounts to an estimated $8 million per year 
(compared with over $250 million for the entire company). This issue is 
part of an ongoing dispute between Belize Electricity and the PUC 
regarding certain fuel costs that the regulator disallowed (both 
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retroactively and on a forward basis) certain fuel and purchased power 
costs. 

Forecasts 
We have made minor changes to our forecasts that offset, leading to no change 
to our 2009 and 2010 EPS estimates of $1.49 and $1.56, respectively. 

Exhibit 2. Earnings Summary ($ mlns., except per share) 

2009E

Segmented Earnings 2008A Previous Current 2010E

Regulated Utilities

     Terasen Gas 113 115 115 116 

     Alberta & B.C. Utilities 79 85 85 88 

     Newfoundland Power 32 33 34 35 

     Other Canadian Utilities 16 17 17 17 

     Caribbean Utilities (Belize, CUC, T&C) 20 35 35 37 

Total Regulated Utilities 259 284 285 293 

Non-Regulated Operations

     Fortis Generation 30 17 17 24 

     Fortis Properties 23 25 21 22 

Total Non-Regulated Operations 53 42 38 46 

Corporate (71) (72) (72) (75)

Operating Earnings For Common 241 254 251 264 

Unusual Items (8) 0 0 0 

Reported Earnings 234 254 251 264 

Average Shares Outstanding 157 171 169 169 

Operating EPS 1.56 1.49 1.49 1.56 

Reported EPS 1.52 1.49 1.49 1.56 

Source:  Company reports and CIBC World Markets Inc.

Funding Profile 
On December 19, 2008, Fortis closed a common share offering of 11.7 million 
shares at a price of $25.65 per share, resulting in gross proceeds of just over 
$300 million.  

On an annual basis, Fortis generates roughly $470 million in cash flow after 
dividends. Given a capital program that amounts to approximately $900 million 
per annum in spending over the next five years, along with long term debt 
maturities averaging $180 million over the same timeframe, we would expect 
Fortis to continue to access the debt and, to a lesser extent, equity markets. As 
of December 31, 2008, Fortis and its subsidiaries had consolidated authorized 
lines of credit of $2.2 billion of which approximately $1.5 billion was unused. 
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Price Target Calculation 
Our target of $28 remains based upon an 18x multiple on 2010E EPS, at the 
high end of our regulated utility targets, which in turn reflect an anticipated 
improvement in the current credit environment (and hence an improvement in 
the general equity valuation level within the group). Fortis deserves a higher end 
multiple given strong anticipated rate base growth over the longer term. 

Outlook and Investment Summary 
Outlook and investment considerations include the following: 

• Strong Rate Base Growth: Fortis’ collective rate base is expected to 
grow from roughly $7 billion currently at a CAGR of 7% through 2013. 

• A Dip in 2009E EPS: The dip in forecast 2009E EPS reflects the April 
2009 expiry of the agreement between Fortis Ontario and OPG under 
which Fortis received 75 MW of power supply from the Rankine Power 
Facility in exchange for Fortis’ water rights on the Niagara River. 

• Valuation: Fortis currently trades at 15.2x 2010E EPS compared with 
roughly 13.5x for its Canadian regulated utility comparables, a premium 
that reflects Fortis’ superior core rate base growth. 

A dip in EPS this year in the context of the premium valuation (deserved from a 
long-term perspective) prompts us to maintain our Sector Performer rating. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2008 Prior $0.58A $0.28A $0.26A $0.48E $1.60E

2008 Current $0.58A $0.28A $0.26A $0.48A $1.56A

2009 Prior -- -- -- -- $1.49E

2009 Current $0.58E $0.28E $0.16E $0.46E $1.49E

2010 Current -- -- -- -- $1.56E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
01/20/2009 23.33 SP 28.00 Petro Panarites, CFA
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CIBC World Markets' Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 05 Feb 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 113 35.9% Sector Outperformer (Buy) 94 83.2%

Sector Performer (Hold/Neutral) 157 49.8% Sector Performer (Hold/Neutral) 135 86.0%

Sector Underperformer (Sell) 32 10.2% Sector Underperformer (Sell) 21 65.6%

Restricted 12 3.8% Restricted 12 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 05 Feb 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 62.5% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/


Reports In-line Results - February 05, 2009 

10 

Legal Disclaimer 
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Investment Industry Regulatory Organization of Canada (“IIROC”), the Toronto Stock Exchange, the TSX Venture 
Exchange and CIPF, (ii) in the United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services 
Authority ("FSA"), and (iii) in Australia, CIBC Australia Limited, a member of the Australian Stock Exchange and 
regulated by the ASIC (collectively, "CIBC World Markets"). This report is distributed in the United States by CIBC World 
Markets Inc. and has not been reviewed or approved by CIBC World Markets Corp., a member of FINRA.  This report is 
intended for distribution in the United States only to Major Institutional Investors (as such term is defined in SEC 15a-6 
and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for the use of any person or 
entity that is not a major institutional investor.  Major Institutional Investors receiving this report should effect 
transactions in securities discussed in the report through CIBC World Markets Corp.  This report is provided, for 
informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, and does not 
constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited.  This document and any of the products and information contained herein are not 
intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into agreements 
or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed in this 
document are meant for the general interests of wholesale clients of CIBC Australia Limited. 

 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments.  The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances.  CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents.  CIBC World Markets will not treat non-client recipients as its clients by virtue of their 
receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report.  The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal.  CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 

 Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such.  All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. Nothing in this report constitutes legal, accounting or tax advice.  Since the levels and bases of taxation 
can change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the 
tax consequences of investments.  As with any investment having potential tax implications, clients should consult with 
their own independent tax adviser.  This report may provide addresses of, or contain hyperlinks to, Internet web sites.  
CIBC World Markets has not reviewed the linked Internet web site of any third party and takes no responsibility for the 
contents thereof.  Each such address or hyperlink is provided solely for the recipient's convenience and information, and 
the content of linked third-party web sites is not in any way incorporated into this document.  Recipients who choose to 
access such third-party web sites or follow such hyperlinks do so at their own risk.  Although each company issuing this 
report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce ("CIBC"), each is solely responsible for its 
contractual obligations and commitments, and any securities products offered or recommended to or purchased or sold 
in any client accounts (i) will not be insured by the Federal Deposit Insurance Corporation ("FDIC"), the Canada Deposit 
Insurance Corporation or other similar deposit insurance, (ii) will not be deposits or other obligations of CIBC, (iii) will 
not be endorsed or guaranteed by CIBC, and (iv) will be subject to investment risks, including possible loss of the 
principal invested.  The CIBC trademark is used under license. 
 © 2009 CIBC World Markets Inc.  All rights reserved.  Unauthorized use, distribution, duplication or disclosure 
without the prior written permission of CIBC World Markets is prohibited by law and may result in prosecution. 
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Institutional Equity Research
Earnings Update

April 30, 2009  Pipelines, Utilities, & Power 

Fortis Inc. 
Q1 A Bit Light, But 2009E EPS Unchanged And 
2010E EPS Moves Higher. 

� Q2/09 adjusted EPS of $0.53 was $0.05 below both last year's level and our 
forecast, the variance reflecting higher-that-expected operating costs at 
FortisAlberta/FortisBC (largely timing), along with lower sales (due to cooler 
weather) in the Caribbean. 

� We have actually raised our FortisAlberta/FortisBC forecast earnings 
contributions for both 2009 and 2010, reflecting strong rate base 
investment. For 2009, we are also reducing our earnings contribution from 
the Caribbean assets reflecting Q1 results. 

� Offsetting changes in 2009 result in no change to estimated EPS. For 2010, 
our EPS rises from $1.56/share to $1.60/share. We have left our $28 price 
target intact (slight decline in target multiple from 18x 2010E to 17.5x). 

� The Fortis situation is highly attractive long-term, given strong rate base 
growth anticipated, and upside potential related to regulatory changes to 
allowed ROEs. We would prefer to wait until after Q2/09 results, which will 
reflect the end of the Rankine power agreement with OPG. SP rated. 

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 09-96243 © 2009

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the
end of this report, where applicable. 

 

Petro Panarites, CFA
1 (416) 594-8249
Petro.Panarites@cibc.ca

Osvaldo Matias, CFA
1 (416) 956-6428
Osvaldo.Matias@cibc.ca

Stock Rating:

Sector Performer

Sector Weighting:

Overweight
12-18 mo. Price Target $28.00
FTS-TSX (4/30/09) $22.15

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $20.70-$28.34
Shares Outstanding 169.8M
Float 169.8M Shrs
Avg. Daily Trading Vol. 571,893
Market Capitalization $3,760.2M
Dividend/Div Yield $1.04 /  4.7%
Fiscal Year Ends December
Book Value $18.36 per Shr
2009 ROE (E) 8.1%
LT Debt $5.3B
Preferred $667.00M
Common Equity $3.1B
Convertible Available No

Earnings Per Share Prev Current
2008 $1.56A 
2009 $1.49E $1.49E 
2010 $1.56E $1.60E 
P/E
2008 14.2x
2009 14.9x 14.9x
2010 14.2x 13.8x

Dividend Per Share
2008 $1.00A
2009 $1.04E
2010 $1.10E

Yield
2008 4.5%
2009 4.7%
2010 5.0%

Company Description
Fortis owns a natural gas utility in B.C, as well as electric 
distribution utilities in five Canadian provinces and three 
Caribbean countries, along with generation and real 
estate assets.
www.fortisinc.com

http://www.fortisinc.com/
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Q1 Results 
Q1 Earnings Performance 

Fortis (FTS-SP) reported Q1/09 adjusted EPS of $0.53/share, compared with 
$0.58/share in Q1/08, and our $0.58/share estimate. The variance from our 
expectation was largely due to timing issues surrounding certain operating costs 
at both FortisAlberta and FortisBC that will largely resolve over the course of the 
year, along with cooler weather resulting in lower electricity sales at Fortis’ 
Caribbean utilities. 

Q1 Highlights 
Regulated Utilities: 

• Terasen Gas Companies: The Terasen Gas Companies reported segment 
earnings of $58 million compared with $58 million last year, and virtually in 
line with our $59 million estimate. Higher rates during the quarter (reflecting 
rate base growth partly offset by a slightly lower y/y allowed ROEs) were 
offset by higher labour and employee benefit costs. We have left our 
forecasts for 2009 and 2010 unchanged at $115 million and $116 million, 
respectively, reflecting model assumptions that call for modest rate base 
growth and level allowed ROEs at both Terasen Gas Inc. and Terasen Gas 
(Vancouver Island).  

• Alberta & B.C. Utilities: Combined earnings from FortisAlberta and 
FortisBC amounted to $26 million in Q1/09, up from $22 million in Q1/08, 
but below our $29 million forecast. Higher rates in both utilities (reflecting 
rate base growth offset partly by slightly lower y/y allowed ROEs) were 
offset by higher operating expenses in the quarter, which in large part reflect 
timing issues related to maintenance activities and certain employee costs, 
which should resolve itself over the remainder of the year. We have actually 
increased our combined earnings contribution anticipated for 2009, from $85 
million to $89 million, reflecting higher anticipated capital now budgeted for 
FortisBC. For 2010, we have increase our earnings estimate from $88 million 
to $96 million, reflecting stronger growth anticipated in both the 
FortisAlberta and FortisBC rate bases, combined with a flat allowed ROE 
assumption.  

• Newfoundland Power/Other Canadian Utilities: Newfoundland Power 
earnings amounted to $6 million compared with $6 million in the prior year, 
and roughly in line with our $7 million estimate. We are leaving our $34 
million and $35 million forecasts for 2009 and 2010, respectively, 
unchanged. Other Canadian Utilities contributed $5 million for the quarter, 
up slightly over last year (Q1/08 $4 million) and roughly in line with our $4 
million estimate. Earnings forecasts for Other Canadian Utilities remain at 
$17 million for both 2009 and 2010. 

• Caribbean Utilities: The Caribbean segment contributed earnings of $4 
million in Q1/09 compared with $7 million last year, and below our $8 million 
expectation.  The variance from expectations was due primarily to cooler 
than normal weather in the region and a resulting decline in electricity sales. 
We have lowered our full year 2009 forecast for the Caribbean segment from 
$35 million to $31 million, but left our 2010 forecast unchanged at $37 
million. 
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Non-Regulated Businesses 

Non-regulated business consisting of Fortis Properties and Fortis Generation 
reported earnings that were in line with expectations, at $2 million and $6 
million, respectively, compared with $3 million and $6 million last year. We are 
leaving our 2009 and 2010 forecasts unchanged for both segments. 

Exhibit 1. Q1/09 Earnings Summary ($ mlns., except per share) 

Segmented Earnings Q1/09A Q1/09E Q1/08A

Regulated Utilities

     Terasen Gas 58 59 58

     Alberta & B.C. Utilities 26 29 22

     Newfoundland Power 6 7 6

     Other Canadian Utilities 5 4 4

     Caribbean Utilities (Belize, CUC, T&C) 4 8 7

Total Regulated Utilities 99 107 97

Non-Regulated Operations

     Fortis Generation 6 6 6

     Fortis Properties 2 2 3

Total Non-Regulated Operations 8 8 9

Corporate (17) (16) (16)

Operating Earnings For Common 90 99 90

Unusual Items 2 0 0

Reported Earnings 92 99 90

Average Shares Outstanding 169 169 157

Operating EPS 0.53 0.58 0.58

Reported EPS 0.54 0.58 0.58

Source:  Company reports and CIBC World Markets Inc.

Forthcoming Rate Hearings 

In March 2009, the NEB released a decision granting a positive variance to 
allowed returns for the TQM pipeline for 2007 and 2008. In addition, the NEB’s 
reasoning surrounding the decision suggests changes in the generic formula may 
be in order, resulting in higher allowed returns. This has resulted in attention 
being drawn to the considerable upside potential to Fortis’ earnings in the event 
that provincial regulators eventually change their formulas as well (for more 
information refer to our March 23 sector comment entitled NEB Issues Decision 
On TQM Cost of Capital For 2007 and 2008: Potentially Significant Implications 
For Canadian Regulated Returns). We have estimated upside potential to Fortis’ 
earnings of roughly $0.19/share to the extent that changes in all relevant 
provincial allowed formula ROEs reflected similar magnitude as that implicit in 
the TQM decision. Forthcoming provincial regulatory hearings that are pertinent 
to the matter include the following: 

• Alberta Utilities Commission: A Generic Cost of Capital Proceeding 
hearing has been scheduled for Q2/09. The Proceeding will review ROE 
levels, adjustment mechanisms and utility capital structures, and is 
pertinent for all regulated gas electricity and pipeline utilities in Alberta that 
are regulated by the AUC. In respect of this hearing, FortisAlberta submitted 
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evidence back in November. A decision from the regulator on the issue 
would likely be forthcoming in the September/October timeframe. 

• BCUC: The Terasen Companies will be applying for a review of the current 
generic ROE adjustment mechanisms and the deemed equity component of 
their capital structures. The timing of any possible decision is likely to come 
after the AUC’s ruling related to its Proceeding.  

Forecasts 
The forecast changes discussed in the highlights section, including an increase in 
forecast 2009 and 2010 earnings from FortisAlberta/FortisBC, along with the 
reduction in forecast 2009 earnings from the Caribbean segment (and other 
minor adjustments) are summarized in Exhibit 2.  

Exhibit 2. Earnings Summary ($ mlns., except per share) 

2009E 2010E

Segmented Earnings 2008A Previous Current Previous Current

Regulated Utilities

     Terasen Gas 113 115 115 116 116

     Alberta & B.C. Utilities 79 85 89 88 96

     Newfoundland Power 32 34 34 35 35

     Other Canadian Utilities 16 17 17 17 17

     Caribbean Utilities (Belize, CUC, T&C) 20 35 31 37 37

Total Regulated Utilities 259 285 285 293 302

Non-Regulated Operations

     Fortis Generation 30 17 17 24 22

     Fortis Properties 23 21 21 22 22

Total Non-Regulated Operations 53 38 38 46 44

Corporate (71) (72) (72) (75) (75)

Operating Earnings For Common 241 251 251 264 270

Unusual Items (8) 0 2 0 0

Reported Earnings 234 251 253 264 270

Average Shares Outstanding 157 170 170 170 169

Operating EPS 1.56 1.49 1.49 1.56 1.60

Reported EPS 1.52 1.49 1.50 1.56 1.60

Source:  Company reports and CIBC World Markets Inc.

Price Target Calculation 
At this stage we are going to leave our $28 price target intact, now reflecting a 
17.5x 2010E multiple (versus 18x previously), which continues to reflect an 
ongoing improvement in the credit environment, and also a well-deserved 
premium valuation for Fortis relative to its peers, given the strong organic 
growth in regulated rate base anticipated.  
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Outlook and Investment Summary 
Fortis is a situation we find highly attractive for the long term. The company is 
expected to post strong rate base growth over the next five years that will 
continue to drive organic earnings growth. The only remaining issue for us is one 
of timing; Q2/09 results will reflect the end of the Rankine power agreement, 
thus permanently removing this component of earnings. The most opportune 
timing for purchase may come following the release of Q2/09 results, and ahead 
of an AUC autumn decision on cost of capital. For now, we maintain our SP 
rating. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2008 Current $0.58A $0.28A $0.26A $0.48A $1.56A

2009 Prior $0.58E $0.28E $0.16E $0.46E $1.49E

2009 Current $0.53A $0.29E $0.19E $0.47E $1.49E

2010 Prior -- -- -- -- $1.56E

2010 Current -- -- -- -- $1.60E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Inc. Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
01/20/2009 23.33 SP 28.00 Petro Panarites, CFA



Q1 A Bit Light, But 2009E EPS Unchanged And 2010E EPS Moves Higher. - April 30, 2009 

9

CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 30 Apr 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 117 36.8% Sector Outperformer (Buy) 105 89.7%

Sector Performer (Hold/Neutral) 146 45.9% Sector Performer (Hold/Neutral) 123 84.2%

Sector Underperformer (Sell) 39 12.3% Sector Underperformer (Sell) 29 74.4%

Restricted 15 4.7% Restricted 15 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 30 Apr 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 62.5% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 
do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 
Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 
sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Legal Disclaimer 

 This report is issued and approved for distribution by (i) in Canada, CIBC World Markets Inc., a member of the 
Investment Industry Regulatory Organization of Canada (“IIROC”), the Toronto Stock Exchange, the TSX Venture 
Exchange and CIPF, (ii) in the United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services 
Authority ("FSA"), and (iii) in Australia, CIBC Australia Limited, a member of the Australian Stock Exchange and 
regulated by the ASIC (collectively, "CIBC World Markets"). This report is distributed in the United States by CIBC World 
Markets Inc. and has not been reviewed or approved by CIBC World Markets Corp., a member of FINRA.  This report is 
intended for distribution in the United States only to Major Institutional Investors (as such term is defined in SEC 15a-6 
and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for the use of any person or 
entity that is not a major institutional investor.  Major Institutional Investors receiving this report should effect 
transactions in securities discussed in the report through CIBC World Markets Corp.  This report is provided, for 
informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, and does not 
constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited.  This document and any of the products and information contained herein are not 
intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into agreements 
or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed in this 
document are meant for the general interests of wholesale clients of CIBC Australia Limited. 
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Institutional Equity Research
Earnings Update

August 5, 2009  Pipelines, Utilities, & Power 

Fortis Inc. 
Q2 Slightly Above Forecast; Steady Growth Profile 
With Regulatory Upside 

� Fortis reported adjusted EPS of $0.31 in Q2/09, up from $0.28 in Q2/08 and 
above our $0.29 forecast. Results were in line with expectations in most 
segments, with a moderately better-than-expected performance at 
FortisAlberta. 

� Currently, the NEB as well as provincial regulators are reviewing their cost 
of capital formulas following the NEB decision in March to grant TQM a 
positive variance to allowed returns. Upside exists with respect to our 
estimates if provincial regulators' reviews yield positive results. 

� Fortis is expected to spend $5 billion in capital between 2009 and 2013, the 
bulk of which will be in its regulated utilities. Substantially all of the 
expenditures will be funded at the subsidiary level, with minimal equity 
requirements, especially in the near term (2009-2010). 

� Our estimates and price target remain unchanged. The large capital 
investment over the next five years should drive organic earnings growth, 
while upside exists with regards to the regulatory reviews. Valuations are 
deservedly at the high end of the peer group range. SP maintained. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 09-98080 © 2009

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Petro Panarites, CFA
1 (416) 594-8249
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Osvaldo Matias, CFA
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Stock Rating:

Sector Performer

Sector Weighting:

Overweight
12-18 mo. Price Target $28.00
FTS-TSX (8/5/09) $25.63

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $20.70-$28.00
Shares Outstanding 170.3M
Float 170.3M Shrs
Avg. Daily Trading Vol. 580,178
Market Capitalization $4,365.1M
Dividend/Div Yield $1.04 /  4.1%
Fiscal Year Ends December
Book Value $18.20 per Shr
2009 ROE (E) 8.2%
LT Debt $5.4B
Preferred $667.00M
Common Equity $3.1B
Convertible Available No

Earnings Per Share Prev Current
2008 $1.56A 
2009 $1.49E $1.49E 
2010 $1.60E $1.60E 
P/E
2008 16.4x
2009 17.2x 17.2x
2010 16.0x 16.0x

Dividend Per Share
2008 $1.00A
2009 $1.04E
2010 $1.10E

Yield
2008 3.9%
2009 4.1%
2010 4.3%

Company Description
Fortis owns a natural gas utility in B.C., as well as 
electric distribution utilities in five Canadian provinces 
and three Caribbean countries, along with generation 
and real estate assets.
www.fortisinc.com

http://www.fortisinc.com/
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Q2 Results 
Q2 Earnings Performance 

Fortis (FTS-SP) reported Q2/09 adjusted EPS of $0.31, up from $0.28 in Q2/08 
and modestly above our $0.29 forecast. Results were in line with expectations in 
most segments, with moderately better-than-expected performance at 
FortisAlberta. 

Q2 Highlights 

Regulated Utilities: 

• Terasen Gas Companies: Terasen reported earnings of $14 million in 
Q2/09, compared to $12 million in Q2/08 and our $12 million estimate. The 
y/y increase in earnings was the result of a lower effective corporate income 
tax rate, lower finance charges related to decreased borrowing rates and 
lower borrowings under credit facilities, and higher customer delivery rates.  

• Alberta & B.C. Utilities: Combined earnings from FortisAlberta and 
FortisBC amounted to $24 million in Q2/09, up from $14 million in Q2/08 
and modestly above our $21 million estimate. The y/y increase was the 
result of lower corporate income taxes and the impact of increased customer 
distribution rates and overall load and customer growth at FortisAlberta.  

• Newfoundland Power: Newfoundland Power contributed earnings of $11 
million in the quarter, up from $10 million in Q2/08 and in line with our $11 
million estimate. The y/y increase reflects a change in the quarterly 
allocation costs (resulting in lower amortization costs in Q2/09), the impact 
of a lower effective income tax rate and a gain on the sale of property. 

• Other Canadian Utilities: Earnings from Other Canadian Utilities totaled $4 
million in Q2/09, unchanged from $4 million in Q2/08 and in line with our $4 
million estimate. During the quarter, FortisOntario entered into an 
agreement to acquire Great Lakes Power Distribution Inc., an electric 
distribution utility serving 12,000 customers in northern Ontario, for 
approximately $68 million. FortisOntario also purchased a 10% interest in 
Grimsby Power Inc. for approximately $1 million. Grimsby Power is an 
electric distribution utility serving 10,000 customers in a service territory 
that is close to FortisOntario’s operations in Fort Erie. 

• Caribbean Utilities: The Carribean segment contributed earnings of $7 
million in the quarter, versus $8 million in Q2/08 and our $9 million 
estimate, with the y/y decline reflecting lower allowed ROA at Belize 
Electricity and increased amortization costs. 

Non-Regulated Businesses: 

Non-regulated operations earnings totaled $11 million in Q2/09, down from $14 
million in Q2/08 and in line with our $10 million estimate. The y/y decline 
reflects lower earnings at Fortis Generation as a result of the April 30, 2009, 
expiration of the power-for-water exchange agreement at the Rankine 
hydroelectric generating facility in Ontario and lower wholesale market energy 
prices in Upper New York State and Ontario. 
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Exhibit 1. Q2/09 Earnings Summary ($ mlns., except per share) 

Segmented Earnings Q2/09A Q2/09E Q2/08A

Regulated Utilities

     Terasen Gas 14 12 12 

     Alberta & B.C. Utilities 24 21 14 

     Newfoundland Power 11 11 10 

     Other Canadian Utilities 4 4 4 

     Caribbean Utilities (Belize, CUC, T&C) 7 9 8 

Total Regulated Utilities 60 57 48 

Non-Regulated Operations

     Fortis Generation 3 4 7 

     Fortis Properties 8 7 7 

Total Non-Regulated Operations 11 10 14 

Corporate (18) (18) (18)

Operating Earnings For Common 53 50 44 

Unusual Items 0 0 (15)

Reported Earnings 53 50 29 

Average Shares Outstanding 170 170 157 

Operating EPS 0.31 0.29 0.28 

Reported EPS 0.31 0.29 0.18 

Source:  Company reports and CIBC World Markets Inc.

Regulatory Update 
In March 2009, the National Energy Board (NEB) released a decision granting a 
positive variance to allowed returns for the TQM pipeline for 2007 and 2008. The 
NEB’s reasoning surrounding the decision has opened the door to possible future 
changes in the NEB’s generic formula, and also to provincial generic formulas, 
that would result in higher allowed returns for regulated utilities. For more 
information on this topic refer to our March 23 sector comment entitled NEB 
Issues Decision On TQM Cost of Capital For 2007 and 2008: Potentially 
Significant Implications For Canadian Regulated Returns. We have estimated 
upside potential to Fortis’ earnings of roughly $0.19/share to the extent that 
changes in all relevant provincial allowed formula ROEs reflected similar 
magnitude as that implicit in the TQM decision.  

Proceedings on this front related Fortis’ companies are listed below: 

• Terasen Gas Companies: In May 2009, the Terasen Gas companies filed 
an application with the British Columbia Utilities Commission (BCUC) 
requesting a review of the current generic allowed ROE adjustment 
mechanism and the deemed equity component for Terasen Gas Inc. (TGI). 
Terasen is requesting an increase in TGI’s allowed ROE from 8.47% to 11% 
effective July 1, 2009, and an increase in TGI’s allowed common equity from 
35% to 40% effective January 1, 2010. Terasen has not requested a change 
in the risk-premium spread over TGI’s allowed ROE used to calculate 
Terasen Gas (Vancouver Island) Inc. (TGVI), implying a requested allowed 
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ROE of 11.7% for TGVI. The company expects a decision will be rendered in 
late 2009/early 2010. 

• FortisAlberta: The Alberta Utilities Commission (AUC) Generic Cost of  
Capital Proceeding took place in Q2/09, and an AUC order is expected before 
the end of 2009. The AUC is reviewing ROE levels, adjustment mechanisms 
and utility capital structures, applicable to all pipelines and utilities that are 
regulated by the AUC. 

• Newfoundland Power: In May 2009, Newfoundland Power filed a 2010 
general rate application, seeking an increase in the allowed ROE from 8.95% 
to 11% on a deemed common equity of 45% (unchanged). A hearing on the 
application is expected in fall 2009. 

Estimates Unchanged 
We have made minor adjustments to our model, but overall our estimates 
remain unchanged. 

Exhibit 2. Earnings Summary ($ mlns., except per share) 

2009E 2010E

Segmented Earnings 2008A Previous Current Previous Current

Regulated Utilities

     Terasen Gas 113 115 115 116 116 

     Alberta & B.C. Utilities 79 89 89 96 96 

     Newfoundland Power 32 34 34 35 35 

     Other Canadian Utilities 16 17 18 17 19 

     Caribbean Utilities (Belize, CUC, T&C) 30 31 32 37 37 

Total Regulated Utilities 270 285 286 302 304 

Non-Regulated Operations

     Fortis Generation 30 17 17 22 22 

     Fortis Properties 23 21 21 22 22 

Total Non-Regulated Operations 53 38 38 44 44 

Corporate (71) (72) (72) (75) (75)

Operating Earnings For Common 252 251 253 270 273 

Unusual Items (8) 2 2 0 0 

Reported Earnings 244 253 255 270 273 

Average Shares Outstanding 157 170 170 170 171 

Operating EPS 1.56 1.49 1.49 1.60 1.60 

Reported EPS 1.52 1.49 1.50 1.59 1.60 

Source:  Company reports and CIBC World Markets Inc.
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Price Target Calculation 
Our price target remains unchanged at $28, reflecting a 17.5x 2010E EPS target 
multiple, deservedly at the high end of utilities valuations in light of its 
consistently solid performance and strong growth profile. 

Outlook and Investment Summary 
Fortis is expected to spend $5 billion in capital between 2009 and 2013, which 
will drive organic earnings growth. Substantially all expenditures will be financed 
at the subsidiary level, with minimal equity requirements, particularly in the 
near term (2009-2010). Upside potential exists to the extent that provincial 
generic cost of capital reviews produce positive results. At 16.1x 2010E EPS 
versus the utilities average of 12.7x, valuations are deservedly at the high end 
of the Utilities group range. We maintain our Sector Performer rating. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2008 Current $0.58A $0.28A $0.26A $0.48A $1.56A

2009 Prior $0.53A $0.29E $0.19E $0.47E $1.49E

2009 Current $0.53A $0.31A $0.19E $0.46E $1.49E

2010 Prior -- -- -- -- $1.60E

2010 Current -- -- -- -- $1.60E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Inc. Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/01/2006 25.75 SP 26.00 Matthew Akman
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SP 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
01/20/2009 23.33 SP 28.00 Petro Panarites, CFA
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 05 Aug 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 118 38.8% Sector Outperformer (Buy) 106 89.8%

Sector Performer (Hold/Neutral) 151 49.7% Sector Performer (Hold/Neutral) 135 89.4%

Sector Underperformer (Sell) 30 9.9% Sector Underperformer (Sell) 20 66.7%

Restricted 4 1.3% Restricted 4 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 05 Aug 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 62.5% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 
do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 
Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 
sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Institutional Equity Research
Earnings Update

November 6, 2009  Pipelines, Utilities, & Power 

Fortis Inc. 
Reports Slightly Higher-than-expected Q3 Results, 

� Q3/09 EPS of $0.21 compared with $0.26 last year, and was slightly above 
our $0.19 expectation. Earnings declined y/y reflecting the April 2009 
expiration of the Rankine contract. Q3/09 results from Fortis' Canadian 
regulated utilities were slightly higher-than-expected. 

� Fortis continues to offer considerable EPS upside related to potential 
regulatory changes. The recent NEB decision sets the stage for possible 
changes at the provincial level, the latter which is relevant for Fortis. We 
estimate $0.19 in related EPS upside. 

� A $5 billion capital program between 2009 and 2013, largely in regulated 
utilities will drive organic growth. Funding will likely occur at the subsidiary 
level, with minimal equity requirements. 

� We have made only minor changes to our forecasts, and no change to our 
$28 price target or recommendation. Valuations are justifiably at the higher 
end of the peer group range. SP rated. 

 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 09-99852 © 2009

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 
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Stock Rating:

Sector Performer

Sector Weighting:

Overweight
12-18 mo. Price Target $28.00
FTS-TSX (11/5/09) $25.81

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $21.52-$28.00
Shares Outstanding 170.7M
Float 170.7M Shrs
Avg. Daily Trading Vol. 469,419
Market Capitalization $4,404.5M
Dividend/Div Yield $1.04 /  4.0%
Fiscal Year Ends December
Book Value $18.17 per Shr
2009 ROE (E) 8.3%
LT Debt $5.7B
Preferred $667.00M
Common Equity $3.1B
Convertible Available No

Earnings Per Share Prev Current
2008 $1.56A 
2009 $1.49E $1.51E 
2010 $1.60E 
P/E
2008 16.5x
2009 17.3x 17.1x
2010 16.1x

Dividend Per Share
2008 $1.00A
2009 $1.04E
2010 $1.10E

Yield
2008 3.9%
2009 4.0%
2010 4.3%

Company Description
Fortis owns a natural gas utility in B.C., as well as 
electric distribution utilities in five Canadian provinces 
and three Caribbean countries, along with generation 
and real estate assets.
www.fortisinc.com

http://www.fortisinc.com/


Reports Slightly Higher-than-expected Q3 Results,  - November 06, 2009 

2

Exhibit 1. A Closer Look 

Valuation 2008A 2009E 2010E Company Profile
P/E Ratio (x)
Fortis 16.6 17.1 16.1
Utilities Average 13.7 14.8 12.9

EV/EBITDA (x)
Fortis 9.7 10.4 10.8
Utilities Average 8.4 8.3 8.2

Other Data 2008A 2009E 2010E
Dividend 1.00 1.04 1.10
Dividend Yield 3.9% 4.0% 4.3%
Payout Ratio 64.2% 68.8% 68.8%
Book Value per Share 18.00 18.47 18.99
Price/Book Value (x) 1.4 1.4 1.4
Net Debt/EBITDA (x) 5.3 5.5 5.9
Debt/Total Capital 54.6% 56.4% 58.2%

Income Statement 2008A 2009E 2010E Investment Thesis
Terasen Gas 113 115 116
Alberta & B.C. Utilities 79 94 98
Newfoundland Power 32 32 34
Other Canadian Utilities 16 18 19
Caribbean Utilities (Belize, CUC, T&C) 30 32 37
Regulated Earnings 270 291 305

Fortis Generation 30 17 22
Fortis Properties 23 21 22
Non-regulated Earnings 53 38 44

Corporate (71) (72) (75) 2010E Regulated vs. Non-regulated Earnings (excl. Corporate)
Operating Earnings 252 257 274
Unusual Items (8) 2 0
Reported Earnings 244 259 274

Average Shares Outstanding 157 170 171
Operating EPS 1.56 1.51 1.60
Reported EPS 1.52 1.52 1.60

Cash Flow 2008A 2009E 2010E
Operating Earnings 252 257 274
Depreciation and Amortization 348 363 377
Other 15 13 13
Operating Cash Flow 615 633 664
Estimated Maintenance Capex (318) (318) (318)
Net FCF After Maintenance Capex 296 315 346
Net FCF per Share 1.88 1.85 2.02

2010E Regulated Earnings
Balance Sheet 2008A 2009E 2010E
Cash and Cash Equivalents 66 18 37
Other Current Assets 1,084 1,084 1,084
Utility Capital Assets and Income Producing Properties 7,693 8,375 9,042
Other Assets 2,335 2,335 2,335
Total Assets 11,178 11,812 12,498

Current Liabilities 1,047 1,047 1,047
Short Term Borrowings 410 410 410
Long Term Debt and Capital Lease Obligations (incl. Current) 5,124 5,654 6,234
Other Liabilities 739 739 739
Non-controlling Interest 145 143 141
Preferred Shares 667 667 667
Shareholders' Equity 3,046 3,152 3,260
Total Liabilities and Equity 11,178 11,812 12,498

- Fortis deservedly trades at the high end of Canadian utilities valuations as a 
result of its consistently solid performance and strong growth profile.

- Fortis operates electric distribution utilities in 5 Canadian provinces (B.C., 
Alberta, Ontario, Prince Edward Island and Newfoundland) and three Caribbean 
countries (Belize, Cayman Islands, Turks and Caicos), and a natural gas utility in 

- The company's growth has been driven by two major acquisitions: FortisAlberta 
and FortisBC in 2004 ($1.5 billion) and Terasen Gas Companies in 2007 ($3.7 
billion).

(Terasen).

- Fortis owns and operates non-regulated generation assets across Canada, in 
Belize and in Upper New York State.

- Fortis also owns hotels and commercial real estate across Canada.

- Fortis is expected to spend $5 billion in capital between 2009 and 2013 which 
will drive organic EPS growth. We expect that this will be funded at the 
subsidiary level, with minimal equity requirements.

- In addition, we estimate roughly $0.19/share in EPS upside to the extent that 
provincial regulators follow suit with recent NEB decisions and allowed ROEs are 
increased.

- Fortis is the the largest investor-owned distribution utility in Canada with total 
assets approaching $12 billion.

Regulated 
Earnings

87%

Non-regulated 
Earnings

13%

Terasen Gas
39%

Alberta & B.C. 
Utilities

32%

Newfoundland 
Power
11%

Other 
Canadian 
Utilities

6%

Caribbean 
Utilities

12%

Source:  Company reports, Bloomberg and CIBC World Markets Inc.
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Q3 Results 
Q3 Earnings Performance 

Fortis (FTS-SP) reported Q3/09 EPS of $0.21, down from $0.26 in Q3/08, and 
slightly above our $0.19 estimate. Earnings declined y/y as anticipated, 
reflecting the April 30, 2009 expiration of the power-for-water exchange 
agreement with Ontario Power Generation (OPG). Earnings were modestly 
higher-than-anticipated as a result of slightly stronger-than-expected results 
from Fortis’ regulated Canadian Utilities. 

Q3 Highlights 
Regulated Utilities: 

• Terasen Gas Companies: Terasen Gas loss totaled $3 million in Q3/09, 
versus a loss of $5 million in Q3/08, slightly lower than our expected loss of 
$5 million. The variance over both last year and our estimates was due to a 
lower than expected tax rate during the quarter. Management states that 
year-to-date customer growth at 800 is considerably below the same period 
last year at 5,400 due to slowing economic growth and growth in multi-
family housing, where natural gas use is less prevalent compared to single-
family housing. 

• Alberta & B.C. Utilities: Alberta and BC regulated utilities contributed $24 
million to earnings in Q3/09, versus $26 million in Q3/08, slightly above our 
forecast of $21 million. The variance from our estimate reflects stronger-
than-expected earnings at FortisAlberta due to rate base growth, mitigating 
a decline in the allowed ROE from 8.75% in 2008 to 8.51% in 2009. FortisBC 
earnings were comparable y/y. 

• Newfoundland Power: Newfoundland Power earnings were $7 million in 
Q3/09, compared with $8 million in Q3/08, and below our $9 million 
estimate. The y/y variance and the variance from our expectations was due 
to a change in the quarterly allocation of amortization costs resulting in 
higher amortization in Q3/09. 

• Caribbean Utilities: Caribbean Utilities earnings contribution totaled $7 
million in Q3/08 versus $7 million last year, and basically in-line with our $8 
million estimate. 

Non-Regulated Businesses: 

Non-regulated operations earnings totaled $13 million in Q3/09, down from $18 
million in Q3/08, roughly in line with our $12 million estimate. The y/y decline 
reflected lower earnings at Fortis Generation as a result of the April 30, 2009 
expiration of the agreement with OPG, which involved the exchange of water 
rights on the Niagara River in return for a regular power payment from the 
Rankine Power Station. 
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Exhibit 2. Q3/09 Earnings Summary ($ mlns., except per share) 

Segmented Earnings Q3/09A Q3/09E Q3/08A

Regulated Utilities

     Terasen Gas (3) (5) (5)

     Alberta & B.C. Utilities 24 21 26 

     Newfoundland Power 7 9 8 

     Other Canadian Utilities 5 4 5 

     Caribbean Utilities (Belize, CUC, T&C) 7 8 7 

Total Regulated Utilities 40 37 41 

Non-Regulated Operations

     Fortis Generation 4 3 9 

     Fortis Properties 9 9 9 

Total Non-Regulated Operations 13 12 18 

Corporate (17) (17) (17)

Operating Earnings For Common 36 32 42 

Unusual Items 0 0 8 

Reported Earnings 36 32 50 

Average Shares Outstanding 170 170 157 

Operating EPS 0.21 0.19 0.26 

Reported EPS 0.21 0.19 0.32 

Source:  Company reports and CIBC World Markets Inc.

Regulatory Update 
In October 2009, the NEB released a decision to drop the generic multi-pipeline 
formula, without replacement, electing instead to allow for returns to be fully 
determined through negotiated settlement. While Fortis does not have NEB-
regulated assets, the decision nevertheless appears to open the door for further 
positive regulatory developments on the same issue in provincial jurisdictions. 

Important proceedings on this front related Fortis’ companies are listed below: 

• Terasen Gas Companies: In May 2009, the Terasen Gas Companies filed 
an application with the British Columbia Utilities Commission (BCUC) 
requesting a review of the current generic allowed ROE adjustment 
mechanism and the deemed equity component for Terasen Gas Inc. (TGI). 
Terasen is requesting an increase in TGI’s allowed ROE from 8.47% to 11% 
effective July 1, 2009, and an increase in TGI’s allowed common equity from 
35% to 40% effective January 1, 2010. Terasen has not requested a change 
in the risk-premium spread of TGI’s allowed ROE used to calculate Terasen 
Gas (Vancouver Island) Inc. (TGVI), implying a requested allowed ROE of 
11.7% for TGVI. The company expects a decision will be rendered in late 
2009/early 2010. 

• FortisAlberta: The Alberta Utilities Commission (AUC) Generic Cost of  
Capital Proceeding took place in Q2/09, and an AUC order is expected before 
the end of 2009. The AUC is reviewing ROE levels, adjustment mechanisms 
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and utility capital structures, applicable to all pipelines and utilities that are 
regulated by the AUC. 

• Newfoundland Power: In May 2009, Newfoundland Power filed a 2010 
general rate application, seeking an increase in the allowed ROE from 8.95% 
to 11% on a deemed common equity of 45% (unchanged). A hearing on the 
application occurred in October, with a decision pending. 

Estimates Unchanged 
We have made only minor adjustments to our model, essentially building in 
Q3/09 results. As a result, 2009E EPS rises from $1.49 to $1.51, while 2010E 
EPS remains at $1.60. 

Price Target Calculation 
Our price target remains unchanged at $28, reflecting a 17.5x 2010E EPS target 
multiple, deservedly at the high end of utilities valuations in light of Fortis’ 
consistently solid performance and strong growth profile. 

Outlook and Investment Summary 
Fortis is expected to spend $5 billion in capital between 2009 and 2013, which 
will drive organic EPS growth. We expect that expenditures will be funded at the 
subsidiary level, with minimal equity requirements, particularly in the shorter 
term through 2010. On top of that, we estimate roughly $0.19/share in 
regulatory upside potential, to the extent provincial regulators follow suit with 
recent NEB decisions. Valuations remain deservedly at the high end of the 
Utilities group range. We maintain our SP rating. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2008 Current $0.58A $0.28A $0.26A $0.48A $1.56A

2009 Prior $0.53A $0.31A $0.19E $0.46E $1.49E

2009 Current $0.53A $0.31A $0.21A $0.46E $1.51E

2010 Current -- -- -- -- $1.60E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Inc. Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
11/27/2006 28.42 SU 26.00 Matthew Akman
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SU 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
01/20/2009 23.33 SP 28.00 Petro Panarites, CFA
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 05 Nov 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 133 41.6% Sector Outperformer (Buy) 117 88.0%

Sector Performer (Hold/Neutral) 149 46.6% Sector Performer (Hold/Neutral) 133 89.3%

Sector Underperformer (Sell) 25 7.8% Sector Underperformer (Sell) 18 72.0%

Restricted 12 3.8% Restricted 12 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 05 Nov 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 62.5% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 
do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 
Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 
sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Institutional Equity Research
Change in Recommendation

December 17, 2009  Pipelines, Utilities, & Power 

Fortis Inc. 
Positive BCUC Decision; Raising EPS Estimates, 
Price Target And Rating 

� Terasen Gas announced that it has received the BCUC decision on its Return 
on Equity and Capital Structure Application. The BCUC set its allowed ROE 
for Terasen Gas Inc. (TGI) at 9.5% (versus 8.47% currently) and increased 
its deemed common equity to 40% (versus 35% currently). 

� Allowed ROEs for Terasen Gas (Vancouver Island) Inc. (TGVI) and FortisBC 
increase to 10.00% (from 9.17%) and 9.90% (from 8.87%), respectively. 
The new allowed ROEs for TGI and TGVI are effective July 1, 2009, while 
the new rate for FortisBC is effective January 1, 2010. 

� We have made changes to our Terasen Gas and FortisBC estimates, 
reflecting the BCUC decision. As a result, our 2009E EPS increases from 
$1.55 to $1.57, our 2010E EPS increases from $1.64 to $1.72, and our 
2011E EPS increases from $1.75 to $1.85. 

� We are increasing our price target from $30.50 to $32.50, based on a target 
multiple of 17.5x 2011E EPS (unchanged). Positive regulatory decisions 
combined with a $5 billion capital program set the stage for strong growth 
through 2013. We raise our rating to SO from SP, as of December 17. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 09-100700 © 2009

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Petro Panarites, CFA
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Osvaldo Matias, CFA
1 (416) 956-6428
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Stock Rating:

Sector Outperformer

Sector Weighting:

Overweight
12-18 mo. Price Target $32.50
FTS-TSX (12/17/09) $28.54

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $21.52-$28.68
Shares Outstanding 170.7M
Float 170.7M Shrs
Avg. Daily Trading Vol. 469,419
Market Capitalization $4,870.4M
Dividend/Div Yield $1.04 /  3.6%
Fiscal Year Ends December
Book Value $18.17 per Shr
2009 ROE (E) 8.6%
LT Debt $5.7B
Preferred $667.00M
Common Equity $3.1B
Convertible Available No

Earnings Per Share Prev Current
2009 $1.55E $1.57E 
2010 $1.64E $1.72E 
2011 $1.75E $1.85E 
P/E
2009 18.4x 18.2x
2010 17.4x 16.6x
2011 16.3x 15.4x

Dividend Per Share
2009 $1.04A
2010 $1.12E
2011 $1.20E

Yield
2009 3.7%
2010 4.0%
2011 4.3%

Company Description
Fortis owns a natural gas utility in B.C., as well as 
electric distribution utilities in five Canadian provinces 
and three Caribbean countries, along with generation 
and real estate assets.
www.fortisinc.com

http://www.fortisinc.com/


Positive BCUC Decision; Raising EPS Estimates, Price Target And Rating - December 17, 2009 

2

Exhibit 1. A Closer Look ($ mlns., except per share) 

Valuation 2009E 2010E 2011E Company Profile
P/E Ratio (x)
Fortis 18.0 16.4 15.3
Utilities Average 16.1 14.4 13.2

EV/EBITDA (x)
Fortis 10.1 9.9 9.8
Utilities Average 8.7 8.4 8.1

Other Data 2009E 2010E 2011E
Dividend 1.04 1.12 1.20
Dividend Yield 3.7% 4.0% 4.3%
Payout Ratio 66.3% 65.0% 65.0%
Book Value per Share 18.63 19.30 20.01
Price/Book Value (x) 1.5 1.5 1.4
Net Debt/EBITDA (x) 5.2 5.2 5.3
Debt/Total Capital 60.4% 61.5% 62.3%

Income Statement 2009E 2010E 2011E Investment Thesis
Terasen Gas Companies 120 128 140
FortisAlberta 63 67 74
FortisBC 36 41 45
Newfoundland Power 32 35 36
Other Canadian Electric Utilities 17 19 19
Regulated Electric Utilities - Carribean 26 35 35
Regulated Earnings 294 326 350

2010E Regulated vs. Non-regulated Earnings (excl. Corporate)
Fortis Generation 17 22 22
Fortis Properties 27 27 27
Non-regulated Earnings 43 50 50

Corporate (71) (80) (80)
Operating Earnings 267 295 320
Unusual Items 3 0 0
Reported Earnings 270 295 320

Average Shares Outstanding 170 171 173
Operating EPS 1.57 1.72 1.85
Reported EPS 1.59 1.72 1.85

Cash Flow 2009E 2010E 2011E
Operating Earnings 267 295 320
Depreciation and Amortization 354 377 398
Other 13 13 13 2010E Regulated Earnings
Operating Cash Flow 634 686 731
Estimated Maintenance Capex (318) (318) (318)
Net FCF After Maintenance Capex 316 367 413
Net FCF per Share 1.85 2.14 2.39

Balance Sheet 2009E 2010E 2011E
Cash and Cash Equivalents 73 137 167
Other Current Assets 1,084 1,084 1,084
Utility Capital Assets and Income Producing Properties 8,366 8,943 9,562
Other Assets 2,335 2,335 2,335
Total Assets 11,858 12,499 13,148

Current Liabilities 1,047 1,047 1,047
Short Term Borrowings 410 410 410
Long Term Debt and Capital Lease Obligations (incl. Current) 5,674 6,174 6,674
Other Liabilities 739 739 739
Non-controlling Interest 143 141 139
Preferred Shares 667 667 667
Shareholders' Equity 3,178 3,321 3,472
Total Liabilities and Equity 11,858 12,499 13,148

- Fortis is the the largest investor-owned distribution utility in Canada with total 
assets approaching $12 billion.

- Fortis deservedly trades at the high end of Canadian utilities valuations as a 
result of its consistently solid performance and strong growth profile.

- Fortis operates electric distribution utilities in 5 Canadian provinces (B.C., 
Alberta, Ontario, Prince Edward Island and Newfoundland) and three Caribbean 
countries (Belize, Cayman Islands, Turks and Caicos), and a natural gas utility in 

- The company's growth has been driven by two major acquisitions: FortisAlberta 
and FortisBC in 2004 ($1.5 billion) and Terasen Gas Companies in 2007 ($3.7 
billion).

(Terasen).

- Fortis owns and operates non-regulated generation assets across Canada, in 
Belize and in Upper New York State.

- Fortis also owns hotels and commercial real estate across Canada.

- Fortis is expected to spend $5 billion in capital between 2009 and 2013 which 
will drive organic EPS growth. We expect that this will be funded at the 
subsidiary level, with minimal equity requirements.

Regulated 
Earnings

87%

Non-regulated 
Earnings

13%

Terasen Gas 
Companies

39%

FortisAlberta
21%

FortisBC
12%

Newfoundland 
Power
11%

Other 
Canadian 
Electric 
Utilities

6%

Regulated 
Electric 

Utilities - 
Carribean

11%

Source: Company reports, Bloomberg and CIBC World Markets Inc.
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BCUC Return On Equity And Capital Structure 
Decision 
Terasen Gas, Fortis’ (FTS–SP) wholly owned gas utility in British Columbia, 
announced today that it has received the British Columbia Utilities Commission’s 
(BCUC) decision on its Return on Equity and Capital Structure Application. The 
BCUC set its allowed ROE for Terasen Gas Inc. (TGI) at 9.5%, up from the 
current level of 8.47%. The BCUC also maintained TGI as a benchmark for 
calculating the Terasen Gas (Vancouver Island) Inc. (TGVI) ROE, which now 
reflects a 50-basis-point (bps) premium (down from 70 bps previously) to TGI’s 
ROE. As a result, the TGVI allowed ROE rises to 10.00% from 9.17% previously. 
The new allowed ROEs for TGI and TGVI are effective July 1, 2009. Therefore, 
the average 2009 allowed ROEs for TGI and TGVI are 8.98% and 9.58%, 
respectively. Fortis’ electric utility, FortisBC, is also impacted by the decision. 
FortisBC’s allowed ROE increases to 9.90% from 8.87% effective January 1, 
2010. 

In addition, for TGI, the deemed common equity component increased to 40% 
from 35%, effective January 1, 2010. The equity components for TGVI and 
FortisBC remain at 40%. Late in November 2009 the BCUC approved the 
Negotiated Settlement Agreements for TGI and TGVI, which reflect a rebasing of 
incentive earnings and do not include provisions for a performance-based 
rate-setting incentive mechanism going forward, suggesting that the allowed 
ROE and achieved ROE will be closer going forward. 

Revising Estimates 
We have made changes to our Terasen Gas and FortisBC estimates to reflect the 
BCUC decision. As a result, our 2009E EPS increases from $1.55 to $1.57, our 
2010E EPS rises from $1.64 to $1.72, and our 2011E EPS rises from $1.75 to 
$1.85. Our changes are outlined in Exhibit 2. 
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Exhibit 2. Earnings Summary ($ mlns., except per share) 

2009E 2010E 2011E
Previous Current Previous Current Previous Current

Regulated Utilities
Terasen Gas Companies $117 $120 $118 $128 $127 $140 
FortisAlberta 63 63 67 67 74 74 
FortisBC 36 36 37 41 41 45 
Newfoundland Power 32 32 35 35 36 36 
Other Canadian Electric Utilities 17 17 19 19 19 19 
Regulated Electric Utilities – Caribbean 26 26 35 35 35 35 

Total Regulated Utilities 291 294 311 326 332 350 

Non-regulated Operations
Fortis Generation 17 17 22 22 22 22 
Fortis Properties 27 27 27 27 27 27 

Total Non-regulated Operations 43 43 50 50 50 50 

Corporate (71) (71) (80) (80) (80) (80)

Operating Earnings 263 267 281 295 302 320 

Unusual Items 3 3 0 0 0 0 

Reported Earnings 266 270 281 295 302 320 

Average Shares Outstanding (mlns.) 170 170 171 171 173 173 

Operating EPS $1.55 $1.57 $1.64 $1.72 $1.75 $1.85 
Reported EPS $1.57 $1.59 $1.64 $1.72 $1.75 $1.85 

Source: Company reports and CIBC World Markets Inc.

Price Target Calculation 
We are increasing our price target from $30.50 to $32.50, based on a target 
multiple of 17.5x 2011E EPS (unchanged), deservedly at the high end of utilities 
valuations in light of Fortis’ comparatively strong utilities-based growth profile.  

Outlook And Investment Summary 
The BCUC decision is another positive regulatory ruling for Fortis, following the 
AUC’s decision in November regarding a new ROE level of 9% for all 
AUC-regulated utilities and varying increases in equity thickness. All of these 
changes, which collectively have added roughly $0.14/share to Fortis’ forward 
EPS estimates, along with a $5 billion capital program between 2009 and 2013, 
set the stage, we believe, for strong EPS growth over the next several years. 
Valuations deservedly remain at the higher end of the utilities group. We prefer 
Fortis to Emera (EMA–SP), given Fortis’ comparatively strong EPS growth profile 
at relatively similar valuations (approximately 15x 2011E EPS for both Fortis and 
Emera). Our new target, including dividend, implies a roughly 18% return over 
the next year. As a result, we are raising our rating from Sector Performer to 
Sector Outperformer, as of December 17. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2009 Prior $0.53A $0.31A $0.21A $0.50E $1.55E

2009 Current $0.53A $0.31A $0.21A $0.52E $1.57E

2010 Prior -- -- -- -- $1.64E

2010 Current -- -- -- -- $1.72E

2011 Prior -- -- -- -- $1.75E

2011 Current -- -- -- -- $1.85E
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 
or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 
 

Stock Prices as of 12/17/2009: 
Emera Inc. (2a, 2c, 2e, 2g, 7) (EMA-TSX, $25.20, Sector Performer) 

 
Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp. makes a market in the securities of this company. 
2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 
2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 
2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 
2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 
2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 
3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 
3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 
4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 
4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 
5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 
5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 
6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 
6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 
7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 
8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 

research report has provided services to this company for remuneration in the past 12 months. 
9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 
12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 
14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
01/03/2007 29.51 R - Matthew Akman
01/18/2007 27.75 SU 26.00 Matthew Akman
01/18/2007 27.75 SU 27.00 Matthew Akman
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SU 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
01/20/2009 23.33 SP 28.00 Petro Panarites, CFA
11/16/2009 26.55 SP 28.50 Petro Panarites, CFA
12/15/2009 28.30 SP 30.50 Petro Panarites, CFA
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 17 Dec 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 128 41.3% Sector Outperformer (Buy) 124 96.9%

Sector Performer (Hold/Neutral) 144 46.5% Sector Performer (Hold/Neutral) 132 91.7%

Sector Underperformer (Sell) 22 7.1% Sector Underperformer (Sell) 20 90.9%

Restricted 15 4.8% Restricted 15 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 17 Dec 2009) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 4 50.0% Sector Outperformer (Buy) 4 100.0%

Sector Performer (Hold/Neutral) 4 50.0% Sector Performer (Hold/Neutral) 2 50.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 
do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 
Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 
sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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 This report is issued and approved for distribution by (i) in Canada, CIBC World Markets Inc., a member of the 
Investment Industry Regulatory Organization of Canada (“IIROC”), the Toronto Stock Exchange, the TSX Venture 
Exchange and CIPF, (ii) in the United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services 
Authority ("FSA"), and (iii) in Australia, CIBC Australia Limited, a member of the Australian Stock Exchange and 
regulated by the ASIC (collectively, "CIBC World Markets"). This report is distributed in the United States by CIBC World 
Markets Inc. and has not been reviewed or approved by CIBC World Markets Corp., a member of FINRA.  This report is 
intended for distribution in the United States only to Major Institutional Investors (as such term is defined in SEC 15a-6 
and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for the use of any person or 
entity that is not a major institutional investor.  Major Institutional Investors receiving this report should effect 
transactions in securities discussed in the report through CIBC World Markets Corp.  This report is provided, for 
informational purposes only, to institutional investor and retail clients of CIBC World Markets in Canada, and does not 
constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such offer or 
solicitation would be prohibited.  This document and any of the products and information contained herein are not 
intended for the use of private investors in the United Kingdom.  Such investors will not be able to enter into agreements 
or purchase products mentioned herein from CIBC World Markets plc.  The comments and views expressed in this 
document are meant for the general interests of wholesale clients of CIBC Australia Limited. 

 The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
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apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
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Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances.  Non-client 
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receiving this report. 
 Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
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Institutional Equity Research
Earnings Update

February 5, 2010  Pipelines, Utilities, & Power 

Fortis Inc. 
Q4 A Tad Light, But Mostly One-Time. Outlook 
Intact. 

� Fortis reported Q4/09 adjusted EPS of $0.47, down from $0.48 in Q4/08 
and below our $0.52 estimate. The variance from our estimate was mainly 
the result of $5 million ($0.03/share) in one-time costs at Terasen as well 
as lower-than-expected results at Fortis Properties. 

� The costs relate to customer appliance conversions due to Terasen Gas 
Whistler Inc.'s switch from propane to natural gas distribution completed in 
August 2009. Terasen is seeking regulatory approval to include the 
conversion costs in the rate base, which would lead to a reversal. 

� We have made minor revisions to our estimates, mainly reflecting lower 
expected earnings in Caribbean Utilities and non-regulated operations 
(Fortis Generation and Fortis Properties). As a result, our 2010E and 2011E 
EPS decline from $1.72 and $1.85 to $1.70 and $1.84, respectively. 

� Our price target remains at $32.50, based on a 17.5x 2011E multiple 
(unchanged). We expect earnings growth to ramp up in 2010, reflecting 
several positive regulatory decisions and the impact of the large capex 
program. We maintain our Sector Outperformer rating. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 10-101262 © 2010

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

 

Petro Panarites, CFA
1 (416) 594-8249
Petro.Panarites@cibc.ca

Osvaldo Matias, CFA
1 (416) 956-6428
Osvaldo.Matias@cibc.ca

Stock Rating:

Sector Outperformer

Sector Weighting:

Overweight
12-18 mo. Price Target $32.50
FTS-TSX (2/4/10) $27.76

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $21.52-$29.24
Shares Outstanding 171.1M
Float 171.1M Shrs
Avg. Daily Trading Vol. 469,419
Market Capitalization $4,749.7M
Dividend/Div Yield $1.12 /  4.0%
Fiscal Year Ends December
Book Value $18.70 per Shr
2010 ROE (E) 8.9%
LT Debt $5.9B
Preferred $667.00M
Common Equity $3.2B
Convertible Available No

Earnings Per Share Prev Current
2009 $1.57E $1.51A 
2010 $1.72E $1.70E 
2011 $1.85E $1.84E 
P/E
2009 17.7x 18.4x
2010 16.1x 16.3x
2011 15.0x 15.1x

Dividend Per Share
2009 $1.04A
2010 $1.12E
2011 $1.20E

Yield
2009 3.7%
2010 4.0%
2011 4.3%

Company Description
Fortis owns a natural gas utility in B.C., as well as 
electric distribution utilities in five Canadian provinces 
and three Caribbean countries, along with generation 
and real estate assets.
www.fortisinc.com

http://www.fortisinc.com/
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Exhibit 1. A Closer Look 

Fortis Inc. (FTS-TSX) Sector Outperformer

Current Price:  $27.76 Petro Panarites, CFA (416-594-8249) petro.panarites@cibc.ca
12- To 18-Month Price Target:  $32.50 Osvaldo Matias, CFA (416-956-6428) osvaldo.matias@cibc.ca

Valuation 2009A 2010E 2011E Company Profile
P/E Ratio (x)
Fortis 18.5 16.4 15.1
Utilities Average 15.7 14.0 12.8

EV/EBITDA (x)
Fortis 10.3 9.8 9.7
Utilities Average 8.6 8.3 8.0

Other Data 2009A 2010E 2011E
Dividend 1.04 1.12 1.20
Dividend Yield 3.7% 4.0% 4.3%
Payout Ratio 69.1% 66.0% 65.0%
Book Value per Share 18.66 19.30 20.01
Price/Book Value (x) 1.5 1.4 1.4
Net Debt/EBITDA (x) 5.2 5.1 5.2
Debt/Total Capital 59.8% 61.3% 62.2%

Income Statement 2009A 2010E 2011E Investment Thesis
Terasen Gas Companies 117 128 139
FortisAlberta 60 66 74
FortisBC 37 43 47
Newfoundland Power 32 33 34
Other Canadian Electric Utilities 17 22 22
Regulated Electric Utilities - Carribean 25 30 30
Regulated Earnings 288 322 346

2011E Regulated vs. Non-regulated Earnings (excl. Corporate)
Fortis Generation 16 18 19
Fortis Properties 24 25 27
Non-regulated Earnings 40 43 46

Corporate (72) (73) (73)
Operating Earnings 256 292 319
Unusual Items 6 0 0
Reported Earnings 262 292 319

Average Shares Outstanding 170 172 173
Operating EPS 1.50 1.70 1.84
Reported EPS 1.54 1.70 1.84

Cash Flow 2009A 2010E 2011E
Operating Earnings 256 292 319
Depreciation and Amortization 364 385 406
Other 34 13 13 2011E Regulated Earnings
Operating Cash Flow 654 690 738
Estimated Maintenance Capex (318) (318) (318)
Net FCF After Maintenance Capex 336 371 419
Net FCF per Share 1.97 2.16 2.42

Balance Sheet 2009A 2010E 2011E
Cash and Cash Equivalents 85 108 187
Other Current Assets 1,041 1,041 1,041
Utility Capital Assets and Income Producing Properties 8,246 8,959 9,530
Other Assets 2,788 2,788 2,788
Total Assets 12,160 12,896 13,545

Current Liabilities 955 955 955
Short Term Borrowings 415 415 415
LT Debt and Capital Lease Obligations (incl. Current) 5,500 6,100 6,600
Other Liabilities 1,307 1,307 1,307
Non-controlling Interest 123 121 119
Preferred Shares 667 667 667
Shareholders' Equity 3,193 3,331 3,482
Total Liabilities and Equity 12,160 12,896 13,545

- Fortis is the the largest investor-owned distribution utility in Canada with total 
assets approaching $12 billion.

- Fortis deservedly trades at the high end of Canadian utilities valuations as a 
result of its consistently solid performance and strong growth profile.

- Fortis operates electric distribution utilities in 5 Canadian provinces (B.C., 
Alberta, Ontario, Prince Edward Island and Newfoundland) and three Caribbean 
countries (Belize, Cayman Islands, Turks and Caicos), and a natural gas utility in 

- The company's growth has been driven by two major acquisitions: FortisAlberta 
and FortisBC in 2004 ($1.5 billion) and Terasen Gas Companies in 2007 ($3.7 
billion).

(Terasen).

- Fortis owns and operates non-regulated generation assets across Canada, in 
Belize and in Upper New York State.

- Fortis also owns hotels and commercial real estate across Canada.

- Fortis is expected to spend $5 billion in capital between 2010 and 2014 which 
will drive organic EPS growth. We expect that this will be funded at the 
subsidiary level, with minimal equity requirements.

Regulated 
Earnings

88%

Non-regulated 
Earnings

12%

FortisAlberta
21%

FortisBC
14%

Newfoundland 
Power
10%

Other 
Canadian 
Electric 
Utilities

6%

Regulated 
Electric 

Utilities - 
Carribean

9%

Terasen Gas 
Companies

40%

Source:  Company reports, Bloomberg and CIBC World Markets Inc.



Q4 A Tad Light, But Mostly One-Time. Outlook Intact. - February 05, 2010 

3

Q4 Results 
Q4 Earnings Performance 

Fortis (FTS-SO) reported Q4/09 EPS of $0.47, down from $0.48 in Q4/08 and 
below our $0.52 estimate. The variance from our estimate was mainly the result 
of $5 million ($0.03/share) in one-time costs at Terasen, as well as lower-than-
expected results at Fortis Properties. 

Q4 Highlights 

Regulated Utilities: 

• Terasen Gas Companies: Terasen Gas earnings totaled $48 million in 
Q4/09, up from $47 million in Q4/08, but below our $51 million estimate. 
The variance from our estimate is the result of higher than anticipated 
operating expenses as a result of $5 million in costs associated with the 
conversion of customer’s appliances, in association with Terasen Gas 
Whistler Inc.’s (TGWI) conversion from propane to a natural gas distribution 
completed in August 2009. Terasen is seeking regulatory approval (BCUC) to 
include the additional conversion costs in the rate base, in which case there 
would be a reversal to earnings. Excluding this impact, earnings increased as 
a result of the retroactive impact of the BCUC decision to increase allowed 
ROEs, effective July 1, 2009. The allowed ROE was increased from 8.47% to 
9.5% for Terasen Gas Inc. (TGI), and increased from 9.17% to 10% for 
Terasen Gas (Vancouver Island) Inc. (TGVI) and TGWI. 

• FortisAlberta: FortisAlberta contributed $15 million to earnings in Q4/09, 
compared to $11 million in Q4/08 and our $18 million estimate. Revenues 
increased as a result of the retroactive impact of the AUC cost of capital 
decision which increased the allowed ROE at FortisAlberta to 9% from an 
interim allowed ROE of 8.51% and increased the deemed equity component 
from 37% to 41% effective January 1, 2009. This was partially offset by 
increased amortization costs and finance charges related to the company’s 
investment in capital assets and resulting higher debt levels. 

• FortisBC: FortisBC earnings totaled $8 million in Q4/09, compared to $7 
million in Q4/08 and our $7 million estimate. The y/y increase reflects higher 
customer electricity rates and customer growth offsetting increased labour 
and financing costs. 

• Newfoundland Power: Newfoundland Power earnings were $8 million in 
the quarter, unchanged from $8 million in Q4/08 and in line with our 
estimate. Higher electricity sales were offset by higher demand charges from 
Newfoundland Hydro associated with meeting peak load requirements during 
the winter season. 

• Other Canadian Electric Utilities: Earnings from Other Canadian Electric 
Utilities totaled $3 million in Q4/09, unchanged from Q4/08 and in line with 
our estimate. In October 2009, FortisOntario acquired Great Lakes Power 
Distribution Inc. (subsequently renamed Algoma Power) for an aggregate 
purchase price of $75 million. Algoma Power is a regulated distribution utility 
serving 12,000 customers in the District of Algoma in northern Ontario. 
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• Caribbean Utilities: Earnings from the Caribbean Utilities came in at $7 
million, compared to $8 million in Q4/08 and our $8 million estimate. The 
y/y decline in earnings was the result of two additional months of 
contribution from the Caribbean Utilities Company in Q4/08, which changed 
its fiscal year end from April 30 to December 31 in 2009. The impact of the 
additional two months was approximately $2 million in earnings. The 
company expects that, as a result of the impact of the economic downturn 
on the tourism industry in the Caribbean, electricity demand growth in 2010 
will be modest. 

Non-Regulated Businesses: 

• Fortis Generation: Fortis Generation earnings totaled $3 million in the 
quarter, down from $8 million in Q4/08 and in line with our $4 million 
estimate. The y/y decline reflects the April 30, 2009 expiration of the 
Rankine power-for-water exchange agreement with Ontario Power 
Generation (OPG), as well as lower power prices in upper New York State, 
and decreased production in upper New York State and Belize. The new Vaca 
hydroelectric generating facility will be commissioned in Q1/10, and is 
expected to add approximately 80 GWh of production out of Belize. 

• Fortis Properties: Fortis Properties earnings totaled $5 million, up from $4 
million in Q4/08 but below our $8 million estimate. The variance from our 
estimate was the result of lower-than-expected hospitality revenue due to 
lower hotel occupancy, particularly in western Canada and Ontario. Fortis 
expects that hospitality revenue growth will continue to be challenged in 
2010 as a result of the impact of the economic slowdown on leisure and 
business travel hotel stays. 
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Exhibit 2. Q4/09 Earnings Summary ($ mlns., except per share) 

Q4/09A Q4/09E Q4/08A

Regulated Utilities

   Terasen Gas Companies 48 51 47 

   FortisAlberta 15 18 11 

   FortisBC 8 7 7 

   Newfoundland Power 8 8 8 

   Other Canadian Electric Utilities 3 3 3 

   Regulated Electric Utilities - Caribbean 7 8 8 

Total Regulated Utilities 89 95 84 

Non-Regulated Operations

   Fortis Generation 3 4 8 

   Fortis Properties 5 8 4 

Total Non-Regulated Operations 8 11 12 

Corporate (19) (18) (20)

Operating Earnings 78 89 76 

Unusual Items 3 0 0 

Reported Earnings 81 89 76 

Average Shares Outstanding 171 171 159 

Operating EPS 0.47 0.52 0.48 

Reported EPS 0.48 0.52 0.48 

Source:  Company reports and CIBC World Markets Inc.

Recap of Recent Provincial Regulatory 
Decisions 
• Terasen Gas Companies: As discussed above, in December 2009, the 

British Columbia Utilities Commission (BCUC) increased TGI’s allowed ROE 
from 8.47% to effective July 1, 2009. In addition, TGI’s deemed common 
equity component increased from 35% to 40% effective January 1, 2010. 
The BCUC also maintained TGI as a benchmark for calculating the TGVI and 
TGWI ROE, which now reflects a 50 bps premium (down from 70 bps 
previously), implying a TGVI and TGWI allowed ROE of 10%. The equity 
component for TGVI and TGWI remain at 40%. The BCUC also determined 
that the automatic adjustment mechanism that was used to determine the 
ROE on an annual basis will no longer apply, and the ROE as determined in 
the decision will apply until further reviewed by the BCUC. 

• FortisAlberta: In November 2009, the Alberta Utilities Commission (AUC) 
issued its decision related to the 2009 Generic Cost of Capital proceeding. 
The AUC established an allowed ROE of 9% for all Alberta utilities for 2009 
and 2010, compared to the 8.61% that the now-discontinued adjustment 
formula would have produced for 2009. In addition, the AUC ordered that 
the generic allowed ROE be established on an interim basis at 9% for 2011. 
The AUC intends to re-examine the generic ROE and consider whether an 
adjustment formula should be re-imposed. 
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• FortisBC: The BCUC decision outlined above also impacted FortisBC, with its 
allowed ROE increasing from 8.87% to 9.9% effective January 1, 2010. 

• Newfoundland Power: In December 2009, the Newfoundland and 
Labrador Board of Commissioners of Public Utilities (PUB) issued a decision 
increasing the allowed ROE from 8.95% in 2009 to 9% in 2010. The PUB 
also ordered that Newfoundland Power’s allowed ROE for each of 2011 and 
2012 be determined using the ROE automatic adjustment formula, although 
the formula is subject to a review in Q1/10. 

Revising Estimates 
We are making minor revisions to our estimates mainly reflecting lower 
expected earnings in Caribbean Utilities and non-regulated operations (Fortis 
Generation and Fortis Properties). As a result of these changes, our 2010E EPS 
declines from $1.72 to $1.70, and our 2011E EPS declines from $1.85 to $1.84. 

Exhibit 3. Estimate Revisions 

2010E 2011E

2009A Previous Current Previous Current

Regulated Utilities

Terasen Gas Companies 117 128 128 140 139 

FortisAlberta 60 67 66 74 74 

FortisBC 37 41 43 45 47 

Newfoundland Power 32 35 33 36 34 

Other Canadian Electric Utilities 17 19 22 19 22 

Regulated Electric Utilities - Caribbean 25 35 30 35 30 

Total Regulated Utilities 288 326 322 350 346 

Non-Regulated Operations

     Fortis Generation 16 22 18 22 19 

     Fortis Properties 24 27 25 27 27 

Total Non-Regulated Operations 40 50 43 50 46 

Corporate (72) (80) (73) (80) (73)

Operating Earnings 256 295 292 320 319 

Unusual Items 6 0 0 0 0 

Reported Earnings 262 295 292 320 319 

Average Shares Outstanding 170 171 172 173 173 

Operating EPS 1.51 1.72 1.70 1.85 1.84 

Reported EPS 1.54 1.72 1.70 1.85 1.84 

Source:  Company reports and CIBC World Markets Inc.

Price Target Calculation 
We are maintaining our price target at $32.50, based on a target multiple of 
17.5x 2011E EPS (unchanged), deservedly at the high end of utilities valuations 
in light of Fortis’ comparatively strong utilities-based growth profile. 
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Outlook and Investment Summary 
Lighter-than-expected EPS in Q4/09 in large part reflected one-time costs that 
might ultimately be included in the rate base resulting in a reversal. Beyond 
that, the outlook remains largely intact. Earnings growth is expected to ramp up 
beginning in 2010, reflecting several positive regulatory decisions as well as the 
impact of strong rate base growth. Fortis expects to spend approximately $1.1 
billion in capex in 2010, and approximately $5 billion between 2010 and 2014, 
with 97% of the capital spend in regulated utilities. We would be buyers ahead 
of strong earnings growth ahead. We maintain our Sector Outperformer rating. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2009 Prior $0.53A $0.31A $0.21A $0.52E $1.57E

2009 Current $0.53A $0.31A $0.21A $0.47A $1.51A

2010 Prior -- -- -- -- $1.72E

2010 Current $0.58E $0.34E $0.24E $0.53E $1.70E

2011 Prior -- -- -- -- $1.85E

2011 Current -- -- -- -- $1.84E
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CIBC World Markets Inc. Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
02/26/2007 27.38 R - Matthew Akman
05/17/2007 28.39 SU 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
01/20/2009 23.33 SP 28.00 Petro Panarites, CFA
11/16/2009 26.55 SP 28.50 Petro Panarites, CFA
12/15/2009 28.30 SP 30.50 Petro Panarites, CFA
12/17/2009 28.84 SO 32.50 Petro Panarites, CFA
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 04 Feb 2010) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 112 44.8% Sector Outperformer (Buy) 105 93.8%

Sector Performer (Hold/Neutral) 111 44.4% Sector Performer (Hold/Neutral) 98 88.3%
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Restricted 9 3.6% Restricted 8 88.9%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 
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Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%
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Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 
sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
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May 2, 2010  Pipelines, Utilities, & Power 

Fortis Inc. 
Strong Q1 Results 

� Fortis reported Q1/10 EPS of $0.58, up from $0.53 in Q1/09, and in line 
with our $0.58 estimate. Y/Y growth was mainly driven by higher allowed 
ROEs at Terasen Gas, offset by the impact of the April 2009 expiration of 
the Rankine power-for-water exchange agreement at Fortis Generation. 

� Terasen Gas earnings totaled $73 million in the quarter, up from $58 million 
in Q1/09, mainly reflecting increased allowed ROEs (8.47% to 9.50% for 
TGI and 9.17% to 10.00% for TGVI and TGWI), which took effect July 1, 
2009, as well as lower finance charges due to lower interest rates. 

� We have made minor revisions to our estimates, reflecting modestly higher 
expected earnings at Terasen and lower expectations from Caribbean 
Utilities and Fortis Generation. These changes are offsetting, and as a result 
our 2010E and 2011E EPS remain at $1.70 and $1.84, respectively. 

� Our price target remains at $32.50, based on a 17.5x 2011E EPS multiple 
(unchanged). As demonstrated in Q1, earnings growth is expected to be 
strong in 2010 due to several positive regulatory decisions. A $5 billion 
capex program bodes well for EPS growth through 2014. Maintain SO. 

Stock Price Performance 

Source: Reuters

All figures in Canadian dollars, unless otherwise stated. 10-102484 © 2010
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Osvaldo Matias, CFA
1 (416) 956-6428
Osvaldo.Matias@cibc.ca

Stock Rating:

Sector Outperformer

Sector Weighting:

Overweight
12-18 mo. Price Target $32.50
FTS-TSX (4/30/10) $28.05

Key Indices: Toronto, TSXUtils

3-5-Yr. EPS Gr. Rate (E) NM
52-week Range $22.15-$29.32
Shares Outstanding 172.2M
Float 172.2M Shrs
Avg. Daily Trading Vol. 469,419
Market Capitalization $4,830.2M
Dividend/Div Yield $1.12 /  4.0%
Fiscal Year Ends December
Book Value $18.58 per Shr
2010 ROE (E) 9.0%
LT Debt $5.7B
Preferred $912.00M
Common Equity $3.2B
Convertible Available No

Earnings Per Share Prev Current
2009 $1.51A 
2010 $1.70E $1.70E 
2011 $1.84E $1.84E 
P/E
2009 18.6x
2010 16.5x 16.5x
2011 15.2x 15.2x

Dividend Per Share
2009 $1.04A
2010 $1.12E
2011 $1.20E

Yield
2009 3.7%
2010 4.0%
2011 4.3%

Company Description
Fortis owns a natural gas utility in B.C., as well as 
electric distribution utilities in five Canadian provinces 
and three Caribbean countries, along with generation 
and real estate assets.
www.fortisinc.com

http://www.fortisinc.com/
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Exhibit 1. A Closer Look 

Fortis Inc. (FTS-TSX) Sector Outperformer

Current Price:  $28.05 Petro Panarites, CFA (416-594-8249) petro.panarites@cibc.ca
12- To 18-Month Price Target:  $32.50 Osvaldo Matias, CFA (416-956-6428) osvaldo.matias@cibc.ca

Valuation 2009A 2010E 2011E Company Profile
P/E Ratio (x)
Fortis 18.6 16.5 15.2
Utilities Average 16.2 14.7 13.4

EV/EBITDA (x)
Fortis 10.6 9.9 9.7
Utilities Average 9.0 8.4 8.4

Other Data 2009A 2010E 2011E
Dividend 1.04 1.12 1.20
Dividend Yield 3.7% 4.0% 4.3%
Payout Ratio 69.1% 66.0% 65.0%
Book Value per Share 18.66 19.30 20.01
Price/Book Value (x) 1.5 1.5 1.4
Net Debt/EBITDA (x) 5.2 5.1 5.2
Debt/Total Capital 59.8% 61.3% 62.2%

Income Statement 2009A 2010E 2011E Investment Thesis
Terasen Gas Companies 117 128 139
FortisAlberta 60 66 74
FortisBC 37 43 47
Newfoundland Power 32 33 34
Other Canadian Electric Utilities 17 22 22
Regulated Electric Utilities - Carribean 25 30 30
Regulated Earnings 288 322 346

2011E Regulated vs. Non-regulated Earnings (excl. Corporate)
Fortis Generation 16 18 19
Fortis Properties 24 25 27
Non-regulated Earnings 40 43 46

Corporate (72) (73) (73)
Operating Earnings 256 292 319
Unusual Items 6 0 0
Reported Earnings 262 292 319

Average Shares Outstanding 170 172 173
Operating EPS 1.50 1.70 1.84
Reported EPS 1.54 1.70 1.84

Cash Flow 2009A 2010E 2011E
Operating Earnings 256 292 319
Depreciation and Amortization 364 385 406
Other 34 13 13 2011E Regulated Earnings
Operating Cash Flow 654 690 738
Estimated Maintenance Capex (318) (318) (318)
Net FCF After Maintenance Capex 336 371 419
Net FCF per Share 1.97 2.16 2.42

Balance Sheet 2009A 2010E 2011E
Cash and Cash Equivalents 85 108 187
Other Current Assets 1,041 1,041 1,041
Utility Capital Assets and Income Producing Properties 8,246 8,959 9,530
Other Assets 2,788 2,788 2,788
Total Assets 12,160 12,896 13,545

Current Liabilities 955 955 955
Short Term Borrowings 415 415 415
LT Debt and Capital Lease Obligations (incl. Current) 5,500 6,100 6,600
Other Liabilities 1,307 1,307 1,307
Non-controlling Interest 123 121 119
Preferred Shares 667 667 667
Shareholders' Equity 3,193 3,331 3,482
Total Liabilities and Equity 12,160 12,896 13,545

- Fortis is the the largest investor-owned distribution utility in Canada with total 
assets approaching $12 billion.

- Fortis deservedly trades at the high end of Canadian utilities valuations as a 
result of its consistently solid performance and strong growth profile.

- Fortis operates electric distribution utilities in 5 Canadian provinces (B.C., 
Alberta, Ontario, Prince Edward Island and Newfoundland) and three Caribbean 
countries (Belize, Cayman Islands, Turks and Caicos), and a natural gas utility in 

- The company's growth has been driven by two major acquisitions: FortisAlberta 
and FortisBC in 2004 ($1.5 billion) and Terasen Gas Companies in 2007 ($3.7 
billion).

(Terasen).

- Fortis owns and operates non-regulated generation assets across Canada, in 
Belize and in Upper New York State.

- Fortis also owns hotels and commercial real estate across Canada.

- Fortis is expected to spend $5 billion in capital between 2010 and 2014 which 
will drive organic EPS growth. We expect that this will be funded at the 
subsidiary level, with minimal equity requirements.

Regulated 
Earnings

88%

Non-regulated 
Earnings

12%

FortisAlberta
21%

FortisBC
14%

Newfoundland 
Power
10%

Other 
Canadian 
Electric 
Utilities

6%

Regulated 
Electric 

Utilities - 
Carribean

9%

Terasen Gas 
Companies

40%

Source:  Company reports, Bloomberg and CIBC World Markets Inc.
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Q1 Results 
Q1 Earnings Performance 

Fortis (FTS-SO) reported Q1/10 EPS was $0.58, up from $0.53 in Q1/09 and in 
line with our $0.58 estimate. 

Q1 Highlights 

Regulated Utilities: 

• Terasen Gas Companies: Terasen Gas earnings totaled $73 million in 
Q1/10, up from $58 million in Q1/09 and above our $61 million estimate. 
Strong earnings in the quarter reflect increased customer delivery rates as a 
result of the increased allowed ROEs that took effect July 1, 2009, as well as 
lower finance charges due to lower interest rates and lower average credit 
facility borrowings. Allowed ROEs increased from 8.47% to 9.50% for 
Terasen Gas Inc. (TGI), and from 9.17% to 10.00% for Terasen Gas 
(Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI). 

• FortisAlberta: FortisAlberta contributed $14 million to earnings in Q1/10, 
versus $12 million in Q1/09, and our $14 million estimate. The y/y increase 
reflects an interim 7.5% increase in electricity distribution rates, in advance 
of FortisAlberta’s 2010-2011 Revenue Requirements Application, which is 
expected to get final approval in Q2/10. The rate increase is driven by 
FortisAlberta’s ongoing investment infrastructure to support customer 
growth and maintain and upgrade the electricity system. 

• FortisBC: FortisBC earnings totaled $14 million in Q1/10, compared to $14 
million in Q1/09, and our $16 million estimate. Higher customer electricity 
rates as a result of an increase in allowed ROE effective January 1, 2010 
(from 8.87% to 9.90%) were offset by higher finance charges due to higher 
debt levels and lower electricity sales due to warmer weather.  

• Newfoundland Power: Newfoundland Power earnings were $7 million in 
the quarter, compared to $6 million in Q1/09 and our $6 million estimate. 
The y/y increase reflects increased customer electricity rates due to a 
slightly higher allowed ROE (from 8.95% to 9.00% effective January 1, 
2010) and lower-than-expected operating costs due to the timing of capital 
projects. 

• Other Canadian Electric Utilities: Earnings from Other Canadian Electric 
Utilities totaled $5 million in the quarter, unchanged from $5 million in 
Q1/09, and in line with our $5 million estimate. Algoma Power, acquired in 
October 2009, contributed $0.4 million in earnings during the quarter. 

• Caribbean Utilities: Caribbean Utilities earnings contribution totaled $4 
million, versus $4 million in Q1/09 and our $7 million estimate. The variance 
from our estimate reflects the weaker U.S. dollar as well as higher finance 
charges. 

Non-Regulated Businesses: 

• Fortis Generation: Fortis Generation earnings totaled $2 million in Q1/10, 
down from $6 million in Q1/09 and below our $4 million estimate. Results 
were negatively impacted by lower production in Belize as a result of lower 
rainfall. The y/y decline mainly reflected the expiration of the Rankine 
power-for-water exchange agreement with Ontario Power Generation (OPG), 
which contributed $3 million to earnings in Q1/09. The new Vaca 
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hydroelectric generating facility in Belize was commissioned in March 2010, 
and is expected to increase average annual production by 80 GWh. 

• Fortis Properties: Fortis Properties earnings totaled $2 million in Q1/10, 
compared to $2 million in Q1/09 and our $3 million estimate. Improved 
performance from the real estate division and hotel operations in Atlantic 
Canada were offset by lower occupancies at hotels in western Canada. 

Exhibit 2. Q1/10 Earnings Summary ($ mlns., except per share) 

Q1/10A Q1/10E Q1/09A

Regulated Utilities

   Terasen Gas Companies 73 61 58 

   FortisAlberta 14 14 12 

   FortisBC 14 16 14 

   Newfoundland Power 7 6 6 

   Other Canadian Electric Utilities 5 5 5 

   Regulated Electric Utilities - Caribbean 4 7 4 

Total Regulated Utilities 117 109 99 

Non-Regulated Operations

   Fortis Generation 2 4 6 

  Fortis Properties 2 3 2 

Total Non-Regulated Operations 4 7 8 

Corporate (21) (17) (17)

Operating Earnings 100 99 90 

Unusual Items 0 0 2 

Reported Earnings 100 99 92 

Average Shares Outstanding 172 171 169 

Operating EPS 0.58 0.58 0.53 

Reported EPS 0.58 0.58 0.54 

Source:  Company reports and CIBC World Markets Inc.

Estimates Unchanged 
We have made minor revisions to our model, reflecting modestly higher 
expected earnings from Terasen and lower expected earnings from Caribbean 
Utilities and Fortis Generation. These changes are offsetting, leaving our 2010 
and 2011 EPS estimates unchanged at $1.70 and $1.84, respectively. 

Price Target Calculation 
We are maintaining our $32.50 price target, based on a target multiple of 17.5x 
2011E EPS (unchanged), deservedly at the high end of utilities valuations in 
light of Fortis’ comparatively strong utilities-based growth profile. 
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Outlook And Investment Summary 
Q1/10 exhibited strong earnings growth as a result of several positive regulatory 
decisions, something we should continue to see in future quarters. Positive 
regulatory impacts are underpinned by strong rate base growth, with $1.1 billion 
in capital expenditures expected in 2010, and $5 billion expected between 2010 
and 2014. We maintain our Sector Outperformer rating. 

Key Risks To Price Target 
Fortis could fall short of our earnings forecasts (and fail to meet our price target) 
for various reasons, including (but not limited to) the impact of negative 
regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 
flows, environmental costs that cannot be adequately recovered through higher 
rates, and tourism conditions (real estate division). In addition, the utility stocks 
are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly

2009 Current $0.53A $0.31A $0.21A $0.47A $1.51A

2010 Prior $0.58E $0.34E $0.24E $0.53E $1.70E

2010 Current $0.58A $0.34E $0.23E $0.54E $1.70E

2011 Prior -- -- -- -- $1.84E

2011 Current -- -- -- -- $1.84E



Strong Q1 Results - May 02, 2010 

7

IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 
executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 
generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 
the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 
12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 
past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from Fortis Inc. in the next 3 months. 
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CIBC World Markets Inc. Price Chart 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage
05/17/2007 28.39 SU 27.00 Matthew Akman
05/18/2007 28.20 SP 30.00 Matthew Akman
01/07/2008 29.30 SP 30.00 Alda Pavao, CFA
05/01/2008 27.96 SP 31.50 Alda Pavao, CFA
05/19/2008 27.40 SP 31.50 Petro Panarites, CFA
08/10/2008 26.76 SP 30.50 Petro Panarites, CFA
11/02/2008 26.30 SP 28.50 Petro Panarites, CFA
12/02/2008 27.00 R - Petro Panarites, CFA
12/19/2008 24.34 SP 28.50 Petro Panarites, CFA
01/20/2009 23.33 SP 28.00 Petro Panarites, CFA
11/16/2009 26.55 SP 28.50 Petro Panarites, CFA
12/15/2009 28.30 SP 30.50 Petro Panarites, CFA
12/17/2009 28.84 SO 32.50 Petro Panarites, CFA
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock.

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 02 May 2010) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 116 44.6% Sector Outperformer (Buy) 112 96.6%

Sector Performer (Hold/Neutral) 123 47.3% Sector Performer (Hold/Neutral) 114 92.7%

Sector Underperformer (Sell) 15 5.8% Sector Underperformer (Sell) 13 86.7%

Restricted 5 1.9% Restricted 5 100.0%

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 02 May 2010) Count Percent Inv. Banking Relationships Count Percent

Sector Outperformer (Buy) 3 37.5% Sector Outperformer (Buy) 3 100.0%

Sector Performer (Hold/Neutral) 5 62.5% Sector Performer (Hold/Neutral) 3 60.0%

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0%

Restricted 0 0.0% Restricted 0 0.0%

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 
do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 
Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 
sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 
rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Fortis Inc. 
Q2 Slightly Below Expectations; Outlook 
Unchanged 

� Fortis reported Q2/10 EPS of $0.32, up from $0.31 in Q2/09, and slightly 

below our $0.34 expectation. The variance from our estimate reflects higher 

corporate costs and slightly lower-than-expected performance from 

regulated utilities. 

� Earnings from regulated utilities totaled $64 million in the quarter, 

compared to $60 million in Q2/09, and our $66 million estimate. Marginally 

lower-than-expected results at FortisAlberta, FortisBC and Newfoundland 

Power were partially offset by higher earnings from Terasen Gas. 

� We have made minor changes reflecting Q2 results, along with slightly 

higher anticipated earnings from Terasen offset by higher corporate costs. 

As a result, our 2010 EPS estimate declines from $1.70 to $1.68, while our 

2011 EPS estimate declines from $1.84 to $1.82. 

� We are reducing our price target from $32.50 to $32.00, based on a target 

multiple of 17.5x 2011E EPS (unchanged). Strong rate base growth as a 

result of a $5 billion capex program through 2014 and positive regulatory 

developments should continue to drive growth. We maintain our SO rating. 

 

Stock Price Performance 

 
Source: Reuters  
All figures in Canadian dollars, unless otherwise stated. 10-104047 © 2010 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Outperformer 

Sector Weighting: 

Overweight 
12-18 mo. Price Target $32.00 

FTS-TSX (8/4/10) $28.84 

  Key Indices: Toronto, TSXUtils 

3-5-Yr. EPS Gr. Rate (E) NM 
52-week Range $21.60-$29.51 
Shares Outstanding 172.9M 
Float 172.9M Shrs 
Avg. Daily Trading Vol. 469,419 
Market Capitalization $4,985.4M 
Dividend/Div Yield $1.12 /  3.9% 
Fiscal Year Ends December 
Book Value $18.51 per Shr 
2010  ROE (E) 8.8% 
LT Debt $5.7B 
Preferred $912.00M 
Common Equity $3.2B 
Convertible Available No 
      

Earnings Per Share Prev Current 
2009       $1.51A 
2010 $1.70E $1.68E 
2011 $1.84E $1.82E 

P/E 
2009       19.1x 
2010 17.0x 17.2x 
2011 15.7x 15.8x 
      

Dividend Per Share 

2009 $1.04A 
2010 $1.12E 
2011 $1.20E 
  
Yield  
2009 3.6% 
2010 3.9% 
2011 4.2% 
  

Company Description 
Fortis owns a natural gas utility in B.C., as well as 
electric distribution utilities in five Canadian provinces 
and three Caribbean countries, along with generation 
and real estate assets. 
www.fortisinc.com 

http://www.fortisinc.com/
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Exhibit 1. A Closer Look 

Fortis Inc. (FTS-TSX) Sector Outperformer

Current Price:  $28.84 Petro Panarites, CFA (416-594-8249) petro.panarites@cibc.ca

12- To 18-Month Price Target:  $32.00 Osvaldo Matias, CFA (416-956-6428) osvaldo.matias@cibc.ca

Valuation 2009A 2010E 2011E Company Profile

P/E Ratio (x)

Fortis 19.2 17.2 15.8

Utilities Average 17.2 15.3 14.2

EV/EBITDA (x)

Fortis 10.8 9.8 9.8

Utilities Average 9.5 8.9 8.8

Other Data 2009A 2010E 2011E

Dividend 1.04 1.12 1.20

Dividend Yield 3.6% 3.9% 4.2%

Payout Ratio 69.1% 66.8% 66.0%

Book Value per Share 18.64 19.25 19.93

Price/Book Value (x) 1.5 1.5 1.4

Net Debt/EBITDA (x) 5.7 5.1 5.2

Debt/Total Capital 59.8% 61.3% 62.2%

Income Statement 2009A 2010E 2011E Investment Thesis

Terasen Gas Companies 117 140 151

FortisAlberta 60 66 74

FortisBC 37 43 47

Newfoundland Power 32 33 34

Other Canadian Electric Utilities 17 22 22

Regulated Electric Utilities - Carribean 25 25 25

Regulated Earnings 288 329 353

2011E Regulated vs. Non-regulated Earnings (excl. Corporate)

Fortis Generation 16 15 15

Fortis Properties 24 25 27

Non-regulated Earnings 40 40 42

Corporate (72) (79) (79)

Operating Earnings 256 289 316

Unusual Items 6 0 0

Reported Earnings 262 289 316

Average Shares Outstanding 170 172 174

Operating EPS 1.50 1.68 1.82

Reported EPS 1.54 1.68 1.82

Cash Flow 2009A 2010E 2011E

Operating Earnings 256 289 316

Depreciation and Amortization 364 384 405

Other 34 13 13 2011E Regulated Earnings

Operating Cash Flow 654 686 734

Estimated Maintenance Capex (318) (318) (318)

Net FCF After Maintenance Capex 336 368 416

Net FCF per Share 1.97 2.13 2.39

Balance Sheet 2009A 2010E 2011E

Cash and Cash Equivalents 85 105 178

Other Current Assets 1,041 1,041 1,041

Utility Capital Assets and Income Producing Properties 8,246 8,960 9,531

Other Assets 2,788 2,788 2,788

Total Assets 12,160 12,894 13,538

Current Liabilities 955 955 955

Short Term Borrowings 415 415 415

LT Debt and Capital Lease Obligations (incl. Current) 5,500 6,100 6,600

Other Liabilities 1,307 1,307 1,307

Non-controlling Interest 123 121 119

Preferred Shares 667 667 667

Shareholders' Equity 3,193 3,329 3,475

Total Liabilities and Equity 12,160 12,894 13,538

- Fortis is the the largest investor-owned distribution utility in Canada with total 

assets approaching $12 billion.

- Fortis deservedly trades at the high end of Canadian utilities valuations as a 

result of its consistently solid performance and strong growth profile.

- Fortis operates electric distribution utilities in 5 Canadian provinces (B.C., 

Alberta, Ontario, Prince Edward Island and Newfoundland) and three Caribbean 

countries (Belize, Cayman Islands, Turks and Caicos), and a natural gas utility in 

B.C.

- The company's growth has been driven by two major acquisitions: FortisAlberta 

and FortisBC in 2004 ($1.5 billion) and Terasen Gas Companies in 2007 ($3.7 

billion).

(Terasen).

- Fortis owns and operates non-regulated generation assets across Canada, in 

Belize and in Upper New York State.

- Fortis also owns hotels and commercial real estate across Canada.

- Fortis is expected to spend $5 billion in capital between 2010 and 2014 which 

will drive organic EPS growth. We expect that this will be funded at the 

subsidiary level, with minimal equity requirements.

Regulated 
Earnings

89%

Non-regulated 
Earnings

11%

FortisAlberta
21%

FortisBC
13%

Newfoundland 
Power
10%

Other 
Canadian 
Electric 
Utilities

6%

Regulated 
Electric 

Utilities - 
Carribean

7%

Terasen Gas 
Companies

43%

 

Source:  Company reports, Bloomberg and CIBC World Markets Inc.
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Q2 Results 

Q2 Earnings Performance 

Fortis (FTS-SO) reported Q2/10 EPS of $0.32, up from $0.31 in Q2/09, and 

slightly below our $0.34 expectation. The variance from our estimate reflects 

higher corporate costs and slightly lower-than-expected performance in 

regulated utilities. 

Q2 Highlights 

Regulated Utilities: 

• Terasen Gas Companies: Terasen Gas earnings totaled $17 million in 

Q2/10, up from $14 million in Q2/09 and above our $15 million estimate. 

The y/y increase reflects higher customer delivery rates as a result of the 

increase in allowed ROE and equity component at Terasen. 

• FortisAlberta: FortisAlberta contributed $17 million to earnings in Q2/10, 

versus $17 million in Q2/09, and our $18 million estimate. FortisAlberta’s 

higher allowed ROE and equity component, along with increased 

infrastructure investment and customers, was offset by lower corporate 

income tax recoveries and lower net transmission revenue. 

• FortisBC: FortisBC earnings totaled $8 million in Q2/10, compared to $7 

million in Q2/09, and our $9 million estimate. Higher allowed ROE and 

infrastructure investment was partially offset by lower electricity sales due to 

cooler weather in June 2010. 

• Newfoundland Power: Newfoundland Power earnings were $11 million in 

the quarter, compared to $11 million in Q2/09 and our $12 million estimate. 

Slightly higher electricity rates and higher sales were offset by higher 

operating expenses. 

• Caribbean Utilities: Caribbean Utilities earnings contribution totaled $7 

million, versus $7 million in Q2/09 and our $7 million estimate. Higher 

electricity sales due to warmer weather was offset by the weaker US$ and 

higher business taxes at Belize Electricity. 

Non-Regulated Businesses: 

• Fortis Generation: Fortis Generation earnings totaled $3 million, compared 

to $3 million in Q2/09 and our $5 million estimate. Earnings from the Vaca 

generating facility, which was commissioned in March 2010, were offset by 

the impact of the weaker US$ on earnings. 

• Fortis Properties: Fortis Properties earnings totaled $8 million, compared 

to $8 million in Q2/09 and our $6 million estimate. Improved performance in 

Real Estate and Atlantic and central Canadian hotel operations were offset 

by lower occupancies in western Canada. 

• Corporate Costs: Corporate costs totaled $20 million in Q2/10, compared 

to $18 million in Q2/09 and our $18 million estimate. Costs increased as a 

result of dividends associated with preferred shares issued in January 2010 

and higher business development costs. 
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Exhibit 2. Q2/10 Earnings Summary ($ mlns., except per share) 

 Q2/10A Q2/10E Q2/09A 

Regulated Utilities    
   Terasen Gas Companies 17  15  14  

   FortisAlberta 17  18  17  

   FortisBC 8  9  7  

   Newfoundland Power 11  12  11  

   Other Canadian Electric Utilities 4  5  4  

   Regulated Electric Utilities - Caribbean 7  7  7  

Total Regulated Utilities 64  66  60  

    

Non-Regulated Operations    

   Fortis Generation 3  5  3  

   Fortis Properties 8  6  8  

Total Non-Regulated Operations 11  11  11  

    

Corporate (20) (18) (18) 

Operating Earnings 55  59  53  

    

Unusual Items 0  0  0  

Reported Earnings 55  59  53  

    

Average Shares Outstanding 172  172  170  

    

Operating EPS 0.32  0.34  0.31  

Reported EPS 0.32  0.34  0.31  

 

Source:  Company reports and CIBC World Markets Inc. 

Estimate Revisions 

We have made minor changes reflecting Q2 results, along with slightly higher 

anticipated earnings from Terasen offset by higher corporate costs. As a result, 

our 2010 EPS estimate declines from $1.70 to $1.68, while our 2011 EPS 

estimate declines from $1.84 to $1.82. 

Price Target Calculation 

We are reducing our price target from $32.50 to $32.00, based on a target 

multiple of 17.5x 2011E EPS (unchanged), deservedly at the high end of utilities 

valuations in light of Fortis’ comparatively strong utilities-based growth profile. 

Outlook and Investment Summary 

While Q2/10 was slightly below expectations, the quarter, along with Q3, tends 

to be the seasonally weak quarters with Q1 and Q4 making up roughly two-

thirds of annual earnings. Strong rate base growth as a result of a $5 billion 

capex program through 2014 and positive regulatory developments should 

continue to drive growth, with particularly strong comparisons anticipated in Q4. 

We maintain our Sector Outperformer rating. 
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Key Risks To Price Target 

Fortis could fall short of our earnings forecasts (and fail to meet our price target) 

for various reasons, including (but not limited to) the impact of negative 

regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 

flows, environmental costs that cannot be adequately recovered through higher 

rates, and tourism conditions (real estate division). In addition, the utility stocks 

are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2009 Current $0.53A $0.31A $0.21A $0.47A $1.51A 

2010 Prior $0.58A $0.34E $0.23E $0.54E $1.70E 

2010 Current $0.58A $0.32A $0.24E $0.53E $1.68E 

2011 Prior -- -- -- -- $1.84E 

2011 Current -- -- -- -- $1.82E 
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report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
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Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 
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generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
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Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

01/07/2008   29.30 SP 30.00 Alda Pavao, CFA 

05/01/2008   27.96 SP 31.50 Alda Pavao, CFA 

05/19/2008   27.40 SP 31.50 Petro Panarites, CFA 

08/10/2008   26.76 SP 30.50 Petro Panarites, CFA 

11/02/2008   26.30 SP 28.50 Petro Panarites, CFA 

12/02/2008   27.00 R - Petro Panarites, CFA 

12/19/2008   24.34 SP 28.50 Petro Panarites, CFA 

01/20/2009   23.33 SP 28.00 Petro Panarites, CFA 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 

***Restricted due to a potential conflict of interest. 

 
 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 04 Aug 2010) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 136 45.0%  Sector Outperformer (Buy) 133 97.8% 

Sector Performer (Hold/Neutral) 135 44.7%  Sector Performer (Hold/Neutral) 130 96.3% 

Sector Underperformer (Sell) 23 7.6%  Sector Underperformer (Sell) 22 95.7% 

Restricted 7 2.3%  Restricted 7 100.0% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 04 Aug 2010) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 3 37.5%  Sector Outperformer (Buy) 3 100.0% 

Sector Performer (Hold/Neutral) 5 62.5%  Sector Performer (Hold/Neutral) 3 60.0% 

Sector Underperformer (Sell) 0 0.0%  Sector Underperformer (Sell) 0 0.0% 

Restricted 0 0.0%  Restricted 0 0.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CU, EMA, ENB, FTS, SE, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Fortis Inc. 
Strong Q3 Results; Strong Growth Outlook 

� Fortis reported Q3/10 EPS of $0.26, up from $0.21 in Q3/09 and above our 

$0.24 expectation. The variance from our estimate reflects stronger-than-

expected earnings from Fortis Generation, due to higher rainfall in Belize 

and the impact of the recently commissioned Vaca generating facility. 

� Fortis is taking a 51% interest in the Waneta Expansion, which is a 335 MW 

hydro generating facility in B.C. Fortis' investment will total roughly $460 

million, and it will operate and maintain the non-regulated investment when 

the facility comes into service, which is expected in spring 2015. 

� We have made minor changes to our forecasts, reflecting Q3 results and 

modestly stronger expectations for Fortis Generation. Our 2010E and 2011E 

EPS increase from $1.68 and $1.82 to $1.69 and $1.84, respectively. Our 

2012E EPS goes from $1.91 to $1.94. 

� We are increasing our price target from $34.50 to $35.00, based on a target 

multiple of 18x 2012E EPS (unchanged). Fortis' $5.5 billion capital program 

from 2011-2015 will drive stable, strong long-term growth. We maintain our 

Sector Outperformer rating. 

 

Stock Price Performance 

 
Source: Reuters  
All figures in Canadian dollars, unless otherwise stated. 10-105803 © 2010 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 
investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Outperformer 

Sector Weighting: 

Overweight 
12-18 mo. Price Target $35.00 

FTS-TSX (11/5/10) $33.26 

  Key Indices: Toronto, TSXUtils 

3-5-Yr. EPS Gr. Rate (E) NM 
52-week Range $21.60-$33.58 
Shares Outstanding 173.6M 
Float 173.6M Shrs 
Avg. Daily Trading Vol. 469,419 
Market Capitalization $5,773.2M 
Dividend/Div Yield $1.12 /  3.4% 
Fiscal Year Ends December 
Book Value $19.01 per Shr 
2010  ROE (E) 8.9% 
LT Debt $5.9B 
Preferred $912.00M 
Common Equity $3.3B 
Convertible Available No 
      

Earnings Per Share Prev Current 
2009       $1.51A 
2010 $1.68E $1.69E 
2011 $1.82E $1.84E 

P/E 
2009       22.0x 
2010 19.8x 19.7x 
2011 18.3x 18.1x 
      

Dividend Per Share 

2009 $1.04A 
2010 $1.12E 
2011 $1.20E 
  
Yield  
2009 3.1% 
2010 3.4% 
2011 3.6% 
  

Company Description 
Fortis owns a natural gas utility in B.C., as well as 
electric distribution utilities in five Canadian provinces 
and three Caribbean countries, along with generation 
and real estate assets. 
www.fortisinc.com 

http://www.fortisinc.com/
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Exhibit 1. A Closer Look 

Fortis Inc. (FTS-TSX) Sector Outperformer

Current Price:  $33.26 Petro Panarites, CFA (416-594-8249) petro.panarites@cibc.ca

12- To 18-Month Price Target:  $35.00 Osvaldo Matias, CFA (416-956-6428) osvaldo.matias@cibc.ca

Valuation 2009A 2010E 2011E Company Profile

P/E Ratio (x)

Fortis 22.1 19.7 18.0

Utilities Average 18.2 16.8 14.9

EV/EBITDA (x)

Fortis 11.7 10.6 10.4

Utilities Average 9.9 9.4 9.1

Other Data 2009A 2010E 2011E

Dividend 1.04 1.12 1.20

Dividend Yield 3.1% 3.4% 3.6%

Payout Ratio 69.1% 66.3% 65.0%

Book Value per Share 18.64 19.34 20.07

Price/Book Value (x) 1.8 1.7 1.7

Net Debt/EBITDA (x) 5.5 5.0 5.0

Debt/Total Capital 59.8% 58.5% 59.3%

Income Statement 2009A 2010E 2011E Investment Thesis

Terasen Gas Companies 117 140 151

FortisAlberta 60 66 74

FortisBC 37 43 47

Newfoundland Power 32 35 36

Other Canadian Electric Utilities 17 18 19

Regulated Electric Utilities - Carribean 25 26 26

Regulated Earnings 288 329 354

2011E Regulated vs. Non-regulated Earnings (excl. Corporate)

Fortis Generation 16 18 20

Fortis Properties 24 25 27

Non-regulated Earnings 40 42 47

Corporate (72) (79) (79)

Operating Earnings 256 292 322

Unusual Items 6 0 0

Reported Earnings 262 292 322

Average Shares Outstanding 170 173 175

Operating EPS 1.50 1.69 1.84

Reported EPS 1.54 1.69 1.84

Cash Flow 2009A 2010E 2011E

Operating Earnings 256 292 322

Depreciation and Amortization 364 385 406

Other 34 0 0 2011E Regulated Earnings

Operating Cash Flow 654 677 728

Estimated Maintenance Capex (318) (318) (318)

Net FCF After Maintenance Capex 336 359 410

Net FCF per Share 1.97 2.08 2.35

Balance Sheet 2009A 2010E 2011E

Cash and Cash Equivalents 85 68 (73)

Other Current Assets 1,041 1,041 1,041

Utility Capital Assets and Income Producing Properties 8,246 8,959 9,644

Other Assets 2,788 2,788 2,788

Total Assets 12,160 12,856 13,400

Current Liabilities 955 955 955

Short Term Borrowings 415 415 415

LT Debt and Capital Lease Obligations (incl. Current) 5,500 5,785 6,185

Other Liabilities 1,307 1,307 1,307

Non-controlling Interest 123 115 107

Preferred Shares 667 909 909

Shareholders' Equity 3,193 3,370 3,522

Total Liabilities and Equity 12,160 12,856 13,400

- Fortis is the the largest investor-owned distribution utility in Canada with total 

assets approaching $12 billion.

- Fortis deservedly trades at the high end of Canadian utilities valuations as a 

result of its consistently solid performance and strong growth profile.

- Fortis operates electric distribution utilities in 5 Canadian provinces (B.C., 

Alberta, Ontario, Prince Edward Island and Newfoundland) and three Caribbean 

countries (Belize, Cayman Islands, Turks and Caicos), and a natural gas utility in 

B.C.

- The company's growth has been driven by two major acquisitions: FortisAlberta 

and FortisBC in 2004 ($1.5 billion) and Terasen Gas Companies in 2007 ($3.7 

billion).

(Terasen).

- Fortis owns and operates non-regulated generation assets across Canada, in 

Belize and in Upper New York State.

- Fortis also owns hotels and commercial real estate across Canada.

- Fortis is expected to spend $5.5 billion in capital between 2011 and 2015 which 

will drive organic EPS growth. We expect that this will be funded at the 

subsidiary level, with minimal equity requirements.

Regulated 
Earnings

88%

Non-regulated 
Earnings

12%

FortisAlberta
21%

FortisBC
13%

Newfoundland 
Power
10%

Other 
Canadian 
Electric 
Utilities

5%

Regulated 
Electric 

Utilities - 
Carribean

7%

Terasen Gas 
Companies

44%

 

Source:  Company reports, Bloomberg and CIBC World Markets Inc.
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Q3 Results 

Q3 Earnings Performance 

Fortis (FTS-SO) reported Q3/10 EPS of $0.26, up from $0.21 in Q3/09 and 

above our $0.24 estimate. The variance from our estimate reflects stronger-

than-expected earnings from Fortis Generation. 

Q3 Highlights 

Regulated Utilities: 

• Terasen Gas Companies: Terasen Gas recorded a $5 million loss in Q3/10, 

compared to a $3 million loss in Q3/09 and our estimate for a $1 million 

loss. The higher y/y loss reflects increased operating and maintenance 

expenses related to activities approved as part of the Negotiated Settlement 

Agreement. Q3 is Terasen’s seasonally weakest quarter, with most of its 

earnings coming in Q1 and Q4. 

• FortisAlberta: FortisAlberta contributed $19 million to earnings in Q3/10, 

versus $16 million in Q3/09, and our $17 million estimate. Increased 

earnings were the result of FortisAlberta’s higher allowed ROE and equity 

component, along with increased infrastructure investment and customer 

growth. 

• FortisBC: FortisBC earnings totaled $8 million in Q3/10, compared to $7 

million in Q3/09, and our $7 million estimate. Higher allowed ROE and 

infrastructure investment was partially offset by a weather-related decrease 

in electricity sales. 

• Newfoundland Power: Newfoundland Power earnings were $8 million in 

the quarter, compared to $7 million in Q3/09 and our $7 million estimate. 

Higher electricity rates and higher sales were partially offset by $2 million in 

additional operating costs related to repairing damage from Hurricane Igor. 

• Caribbean Utilities: Caribbean Utilities earnings contribution totaled $8 

million, versus $7 million in Q3/09 and our $7 million estimate. The increase 

reflects the deferral, for future collection in customer rates, of previously 

expensed business taxes at Belize Electricity. 

Non-Regulated Businesses: 

• Fortis Generation: Fortis Generation earnings totaled $9 million, up from 

$4 million in Q3/09, and above our $4 million estimate. The outperformance 
was the result of increased hydroelectric production in Belize due to higher 
rainfall and the commissioning of the Vaca generating facility in March 2010. 

 
• Fortis Properties: Fortis Properties earnings totaled $9 million, in line with 

$9 million in Q3/09 and our estimate of $9 million. Lower income taxes were 

offset by lower occupancies at hotel operations in western Canada. 
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Exhibit 2. Q3/10 Earnings Summary ($ mlns., except per share) 

 Q3/10A Q3/10E Q3/09A 

Regulated Utilities    
   Terasen Gas Companies (5) (1) (3) 

   FortisAlberta 19  17  16  

   FortisBC 11  10  8  

   Newfoundland Power 8  7  7  

   Other Canadian Electric Utilities 5  7  5  

   Regulated Electric Utilities - Caribbean 8  7  7  

Total Regulated Utilities 46  47  40  

    

Non-Regulated Operations    

   Fortis Generation 9  5  4  

   Fortis Properties 9  9  9  

Total Non-Regulated Operations 18  14  13  

    

Corporate (19) (19) (18) 

Operating Earnings 45  42  35  

    

Unusual Items 0  0  1  

Reported Earnings 45  42  36  

    

Average Shares Outstanding 173  173  170  

    

Operating EPS 0.26  0.24  0.21  

Reported EPS 0.26  0.24  0.21  

 

Source:  Company reports and CIBC World Markets Inc. 

Waneta Expansion 

On October 4, Fortis and Columbia Power (a Crown corporation wholly owned by 

the Province of B.C.) announced an agreement to construct 335 MW 

hydroelectric generating facility, at an estimated cost of approximately $900 

million. The facility is sited near the Waneta Dam and powerhouse facilities on 

the Pend d’Oreille River, south of Trail, B.C. Fortis owns a 51% interest in the 

Waneta Expansion, implying an investment of roughly $460 million. Fortis will 

operate and maintain the non-regulated investment when the facility comes into 

service, which is expected in spring 2015. 

Estimate Revisions 

We have made minor revisions to our model, mainly reflecting Q3 results and 

modestly stronger expectations for Fortis Generation going forward. As a result, 

our 2010E EPS increases from $1.68 to $1.69, while our 2011E EPS increases 

from $1.82 to $1.84. Our 2012E EPS also moves up from $1.91 to $1.94. 

Price Target Calculation 

We are increasing our price target from $34.50 to $35.00, based on a target 

multiple of 18x 2012E EPS (unchanged). Our target multiple is deservedly at the 
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high end of utilities valuations in light of Fortis’ comparatively strong utilities-

based growth profile. 

Outlook and Investment Summary 

With the Waneta Expansion, Fortis now has a $5.5 billion capital program in 

place from 2011-2015. The vast majority of these investments will be in the 

company’s utilities, producing stable, strong long-term growth. We maintain our 

Sector Outperformer rating. 

Key Risks To Price Target 

Fortis could fall short of our earnings forecasts (and fail to meet our price target) 

for various reasons, including (but not limited to) the impact of negative 

regulatory decisions in Alberta and BC, weak power prices in Ontario, low hydro 

flows, environmental costs that cannot be adequately recovered through higher 

rates, and tourism conditions (real estate division). In addition, the utility stocks 

are sensitive to changes in interest rates. 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2009 Current $0.53A $0.31A $0.21A $0.47A $1.51A 

2010 Prior $0.58A $0.32A $0.24E $0.53E $1.68E 

2010 Current $0.58A $0.32A $0.26A $0.53E $1.69E 

2011 Prior -- -- -- -- $1.82E 

2011 Current -- -- -- -- $1.84E 
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generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
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discussed herein, related securities or in options, futures or other derivative instruments based thereon. 
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Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

01/07/2008   29.30 SP 30.00 Alda Pavao, CFA 

05/01/2008   27.96 SP 31.50 Alda Pavao, CFA 

05/19/2008   27.40 SP 31.50 Petro Panarites, CFA 

08/10/2008   26.76 SP 30.50 Petro Panarites, CFA 

11/02/2008   26.30 SP 28.50 Petro Panarites, CFA 

12/02/2008   27.00 R - Petro Panarites, CFA 

12/19/2008   24.34 SP 28.50 Petro Panarites, CFA 

01/20/2009   23.33 SP 28.00 Petro Panarites, CFA 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 

***Restricted due to a potential conflict of interest. 

 
 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 07 Nov 2010) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 139 42.6%  Sector Outperformer (Buy) 134 96.4% 

Sector Performer (Hold/Neutral) 146 44.8%  Sector Performer (Hold/Neutral) 139 95.2% 

Sector Underperformer (Sell) 27 8.3%  Sector Underperformer (Sell) 24 88.9% 

Restricted 13 4.0%  Restricted 13 100.0% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe 

(as of 07 Nov 2010) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 3 33.3%  Sector Outperformer (Buy) 3 100.0% 

Sector Performer (Hold/Neutral) 5 55.6%  Sector Performer (Hold/Neutral) 3 60.0% 

Sector Underperformer (Sell) 0 0.0%  Sector Underperformer (Sell) 0 0.0% 

Restricted 1 11.1%  Restricted 1 100.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  ACO.X, CPX, CU, EMA, ENB, FTS, SE, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 
at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 
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Fortis Inc. 
Solid Low-risk Growth, Already Priced In 

 Fortis has expanded from its Atlantic Canada roots through a series of 

acquisitions to now own a strong western Canadian franchise and operations 

in the Caribbean. Acquired businesses have grown rapidly post-acquisition 

given ongoing investments and customer growth. 

 The pace of growth is unlikely to slow in the short term, as Fortis is in the 

early stages of a five-year, $5.5 billion capital program, which is expected 

to increase the regulated rate base by a CAGR of 6% and includes 51% of 

the non-regulated $900 million Waneta expansion project. 

 Fortis provides the benefits (stability) of its regulated utility business, but is 

in a period of solid organic investment and growth. Risks from non-

regulated assets (Waneta) and international operations (Belize) appear 

containable, with little variability expected from overall operations. 

 Our main concern is valuation. Despite solid low-risk growth, we believe the 

stock already reflects this outlook and expect a modest TSR of 8.3% to our 

price target. We are, therefore, initiating coverage with a Sector Performer 

rating and $34.50 price target, as of May 24. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 11-109327 © 2011 
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its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $34.50 

FTS-TSX (5/18/11) $32.93 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $25.14-$35.45 
Shares Outstanding 175.4M 

Float 175.4M Shrs 

Avg. Daily  Trading Vol.  471,979 
Market Capitalization $5,776.6M  

Div idend/Div Yield $1.16 /  3.5% 

Fiscal Year Ends  December 
Book Value $19.38 per Shr 

2011  ROE (E) 9.1% 

LT Debt $5.9B  
Preferred $912.00M 

Common Equity  $3.4B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2010       $1.65A  
2011       $1.79E  

2012       $1.88E  

P/E 
2010       20.0x 
2011       18.4x 
2012       17.5x 

      
Dividend Per Share 

2010 $1.12A 
2011 $1.16E 
2012 $1.22E 

  
Yield  

2010 3.4% 
2011 3.5% 
2012 3.7% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Current Price:  32.93$ 

12 to 18 month Price Target:  $34.50

All Figures in $ millions, except per share data 

Valuation F2010A  F2011E F2012E

P/E 20.0x 18.4x 17.5x Share Price $32.93 Non Control Int. 175

EV/EBITDA 10.8x 10.2x 9.5x Shares Outstanding 175 Preferred Shares 912

Pipeline And Utility Sector Average Market Capitalization 5,777 Enterprise Value 12,693

P/E 17.8x 18.2x 17.5x Net Debt 5,829

EV/EBITDA 10.5x 9.5x 9.0x

Other Data F2010A F2011E F2012E

Dividend Per Share $1.12 $1.16 $1.22

Dividend Yield (%) 3.4 3.5 3.7

Payout Ratio (%) 67.9 64.8 65.0

Book Value Per Share $18.97 $20.20 $21.03

Price / Book Value (x) 1.7 1.6 1.6

Cash Per Share $0.63  $0.49  $0.40

Debt / Total Capital (%) 57.9 57.0 57.9

Net Debt/EBITDA (x) 5.1 5.0 5.0

Income Statement F2010A F2011E F2012E

FortisBC Energy 130 143 158

FortisAlberta 68 76 86

FortisBC Electric 42 50 55

Newfoundland Power 35 33 33

Other Canadian Electric Utilities 19 19 19

Regulated Electric Utilities - Carribean 23 27 27

Fortis Generation 20 22 22

Fortis Properties 26 27 27

Corporate (78) (80) (80)

Operating Earnings 285 316 346

Unusual Items 0 0 0

Reported Earnings 285  316  346

Operating EPS $1.65 $1.79 $1.88

Reported EPS $1.65 $1.79 $1.88

Shares Outstanding 174 183 185

EBITDA 1,170 1,248 1,336

Cash Flow F2010A F2011E F2012E

Earnings (incl. pref share dividends) 323 344 374

Depreciation and Amortization 410 417 442

Total Operating Cash Flow 732 761 816

Capital Expenditures (1,024) (1,212) (1,229)

Dividends (230) (249) (263)

Net Long Term Debt Proceeds 194 294 481 Major Sources, Uses Of Cash

Issuance of Common / Preferred Shares 322 287 80

Balance Sheet F2010A F2011E F2012E

Cash & Cash Equivalents 109 90 74

Utility Capital Assets / Income Properties 8,762 7,347 7,517

Total Assets 12,903 13,579 14,251

Current Liabilities 1,517 1,517 1,517

Debt (incl. Current and Short Term Borrowings) 6,023 6,317 6,798

Future Income Taxes 623 623 623

Non Controlling Interests 162 153 144

Preferred Shares 320 320 320

Shareholders' Equity 3,897 4,288 4,488

Total Shareholders' Equity And Liabilities 12,903 13,579 14,251

Fortis Inc. (FTS-TSX) Sector Performer

Market Data

Segmented Earnings (Exc. Corporate)

Investment Thesis

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid 

organic investment and growth as the company delivers on its 5 year, $5.5 billion 

capital program which is expected to grow the regulated rate base by a CAGR of 6% 

through 2015.  The company is also a 51% owner of the non-regulated $900 million 

Waneta Expansion project.

Assets - Excl Corporate / Eliminations (As At Mar 31, 2011)

Paul Lechem (416) 956-6429  paul.lechem@cibc.ca                          

Osvaldo Matias, CFA (416) 956-6428 osvaldo.matias@cibc.ca                           
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Investment Summary 

Fortis Inc. (FTS–SP) has expanded from its Atlantic Canada roots through a 

series of acquisitions to now own a strong western Canadian franchise and 

operations in the Caribbean. Western Canadian operations have continued to 

grow post-acquisition, with, for instance, FortisAlberta and FortisBC, both 

acquired in May 2004, growing their combined rate base at a compound average 

annual growth rate (CAGR) of over 12% since acquisition. Terasen Gas (now 

FortisBC Energy) has grown its rate base on average by 3.2% annually since its 

acquisition in May 2007. Fortis’ Caribbean operations have grown through a 

series of acquisitions and development initiatives. 

The pace of growth is unlikely to slow in the short term, as Fortis is in the early 

stages of a five-year, $5.5 billion capital program expected to grow the overall 

rate base on average by 6% annually from 2010 through 2015. In addition, the 

company is a 51% owner in the non-regulated $900 million Waneta 

Hydroelectric Expansion Project, currently under construction with a spring 2015 

in-service date. 

For the most part, Fortis has remained focused on its distribution utility roots, an 

area in which the company has proficiency: managing its distribution assets, 

dealing with large numbers of customers, and operating within a highly 

regulated environment. As such, Fortis offers the benefits of a stable, regulated 

utility business with the upside provided by significant growth investments (at 

least, significant growth in context of a regulated utility). While the company 

already owns a number of non-regulated hydroelectric generation facilities, the 

Waneta Expansion stands out given its size ($900 million), but major risks 

(construction, financing, hydrology) appear well contained. Adverse regulatory 

rulings in Belize reveal the heightened risks of operating in Central America. 

However, we expect little variability in overall company results given the heavy 

weighting to Canadian regulated businesses. 

Our main concern is one of valuation: trading at 18.4x estimated 2011 and 

17.5x estimated 2012 earnings and with a 3.5% yield, the stock is reflecting 

both the solid growth outlook as well as the current low interest rate 

environment. We acknowledge Fortis’ solid, low-risk, growth forecast, and 

believe it justifies Fortis’ premium current-year earnings multiple versus the 

Canadian utilities group average of 16.4x and the broader pipelines and utilities 

group average of 18.2x. Our fundamental discounted cash flow (DCF) valuation 

supports a price target of $34.50/share, for a target multiple of 18.3x estimated 

2012 earnings. This represents a 12-month total shareholder return (including 

dividends) of 8.3%, in line with our group average of 8.5%. As such, we believe 

the stock fairly represents the company’s outlook and we are initiating coverage, 

as of May 24, with a Sector Performer rating and $34.50 price target. 
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Asset Overview 
Fortis owns a number of regulated utilities (eight electric, one gas) with total 

assets of $11.9 billion, non-regulated hydro generation facilities ($0.4 billion) 

and non-regulated real estate assets ($0.6 billion) held for tax optimization 

purposes. The western Canadian operations represent over 70% of rate base 

assets, including: FortisBC gas (40%) and electric (13%), and FortisAlberta 

(20%). The remainder of regulated operations are in Ontario, Atlantic Canada, 

Central America (Belize) and the Caribbean. 

Exhibit 1. Regulated Operations (2010) 

Company Customers Peak Demand 
Rate Base 

($ blns.) 
Earnings 
($ mlns.) Allowed ROE (2011) 

FortisBC Energy (Terasen) 949,000 1,421 TJ $3.4 $130 9.50% 

FortisAlberta 491,000 2,555 MW 1.7 68 9.00% 

FortisBC 161,000 707 MW 1.1 42 9.90% 

New foundland Power 243,000 1,206 MW 0.9 35 8.38% 

Maritime Electric 74,000 207 MW 0.3 12 9.75% 

FortisOntario 64,000 273 MW 0.2 7 8.01%–9.85% 

Belize Electricity 77,000 81 MW 0.2 2 To be resolved 

Caribbean Utilities 26,000 102 MW 0.4 11 7.75%–9.75% 

Fortis Turks and Caicos 9,000 31 MW 0.2 10 17.50% 

Source:  Company reports and CIB C World Markets Inc.  

FortisBC Energy (Formerly Terasen) 

FortisBC Energy is the largest distributor of natural gas in British Columbia, 

serving virtually all the province’s gas users. FortisBC Energy also owns a 

natural gas pipeline from the mainland across the Georgia Strait to service 

customers on Vancouver Island. Gas is sourced from northeastern BC, and from 

Alberta via FortisBC Energy’s Southern Crossing Pipeline.  

FortisBC Energy comprises three separate entities, formerly known as Terasen 

Gas, Terasen Gas (Vancouver Island) and Terasen Gas (Whistler). In 

March 2011, FortisBC Energy (and its separate Vancouver Island and Whistler 

entities) was rebranded from Terasen Gas to share the FortisBC name used by 

the company’s electric utility in the province, although it will remain a separate 

legal entity from the FortisBC electric utility. The three separate Terasen entities 

are also proposing an amalgamation into one, with a regulatory application for 

this expected in 2011. 

FortisBC Energy’s allowed rate of return on equity is 9.5% [10% for FortisBC 

Energy (Vancouver Island) and for FortisBC Energy (Whistler)] with a 40% 

equity component on a total rate base of $3.4 billion. These rates were 

increased by roughly 100 basis points (bps) in mid-2009. Commodity costs of 

natural gas (and propane gas for customers in the Revelstoke area) and 

mid-stream costs are flowed through to customers without mark-up.  

Growth in the gas operations comes from customer additions (currently running 

around 1% of the installed base), as well as capital improvement projects such 

as: replacing suspended pipelines over the Columbia and Fraser Rivers with 

pipelines buried underneath the rivers; constructing a new natural gas storage 

facility on Vancouver Island; and, converting Whistler from propane to natural 

gas. FortisBC Energy had capital expenditures of $253 million in 2010 with a 

further $281 million planned for 2011 to be spent on completion of the 

above-noted projects, ongoing implementation of a new customer information 

system and related call centers, and normal course capital expenditures. 
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Regulated Electric Utilities – Canadian 

 FortisBC: FortisBC is an integrated electric utility serving 161,000 

customers in the southern interior of BC. The company owns ~7,000 km of 

transmission and distribution lines as well as four hydro projects on the 

Kootenay River with combined capacity of 223 MW, which generate about 

45% of the utility’s energy requirements, with the balance met through 

Power Purchase Agreements (PPAs) with third parties. FortisBC also 

manages a further 947 MW of hydro generation facilities in the region. 

Allowed ROE is 9.9% on a rate base of $1.1 billion. Capital expenditures of 

$139 million in 2010 and planned $99 million in 2011 are directed at 

various system upgrades and the substantial completion of the major 

$106 million Okanagan Transmission Reinforcement Project.  

 FortisAlberta: FortisAlberta is an electric utility serving about half a million 

customers in southern Alberta. The company owns 112,000 km of 

distribution lines, representing 45% of Alberta’s low voltage distribution 

system. Allowed ROE is 9.0% on a rate base of $1.7 billion, although 

FortisAlberta is seeking a higher allowed ROE (e.g., more in line with that of 

FortisBC, which is at 9.9%). Growth stems from new customer additions 

(about 2% annually) and capital projects, including: a $126 million project 

to install automated meters, the connection of multiple renewable power 

generation projects, and capacity expansions. Total capital expenditures 

were $379 million in 2010 and Fortis is forecasting a rise to $420 million in 

2011, directed to the capital programs noted above as well as to payments 

to the Alberta Electric System Operator (AESO) for major transmission 

system upgrades. 

 FortisOntario: FortisOntario is a small electric utility servicing regions in 

northern, southwestern and eastern Ontario, with a total customer base of 

64,000 customers. Allowed ROE ranges from 8.01% (Canadian Niagara 

Power) to 9.85% (for the Algoma Power assets acquired in 2009), with a 

40% equity component on a rate base of $0.2 billion. 

 Newfoundland Power: Newfoundland Power is the main electricity 

distribution utility in Newfoundland with about a quarter of a million 

customers – about 85% of electricity consumers in the province. The utility 

purchases over 90% of its electricity from Newfoundland and Labrador 

Hydro (a division of Nalcor Energy), but generates the remainder from its 

own (primarily hydro) facilities. The business has 11,000 km of 

transmission and distribution lines and has installed generating capacity of 

139 MW. Allowed ROE is a (comparatively low) 8.38% for 2011, but on a 

higher-than-average equity component of 45%. Rate base assets total 

$0.9 billion. Fortis made capital investments totaling $78 million in 2010, 

and expects to invest a further $73 million in 2011 towards customer 

additions, and system upgrades and maintenance. 

 Maritime Electric: Maritime Electric is the main electricity utility on Prince 

Edward Island, serving about 74,000 customers (90% of electricity 

consumers). The utility has ~5,300 km of transmission and distribution 

lines, and has an in-house generating capacity of 150 MW from 

thermal-powered units although it purchases the majority (86%) of 

electricity needs from New Brunswick Power. Allowed ROE is 9.75%, with a 

40% equity component on rate base assets of $0.3 billion. Capital spending 

is being directed to improved system reliability, and connections to new 

renewable power projects as the business works towards a target of 30% of 

power sourced from renewable energy by 2013. 
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Regulated Electric Utilities – Caribbean 

 Belize Electricity: Although located in Central America, Belize Electricity 

(BEL) is grouped in with Fortis’ Caribbean businesses. Belize Electricity is 

the primary distributor of electricity in the country, serving 77,000 

customers. Fortis owns 70% of Belize Electricity. Historically, BEL purchased 

about half its power from CFE, the Mexican state-owned electricity 

company, but recent investments in non-regulated hydro projects by Belize 

Electric Company (BECOL), part of Fortis Generation, as well as a new 

(third-party-owned) cogeneration facility, make the country self-sufficient. 

Unfortunately for Fortis, Belize is proving an unfriendly regulatory regime. 

BEL continues to battle the Belize Public Utilities Commission, which, in a 

reversal of prior rulings, has effectively forced BEL to absorb the cost of 

high oil prices in 2008 and further ordered BEL to lower electricity rates. In 

March 2011, BEL’s appeal of these rulings to the Supreme Court of Belize 

was denied, and the company continues to evaluate its options to appeal 

the ruling. 

 Caribbean Utilities: Caribbean Utilities serves 26,000 customers on Grand 

Cayman Island, with ~500 km of transmission and distribution lines and a 

24 km subsea cable, and 17 generating units with a combined capacity of 

~150 MW, sufficient to satisfy domestic requirements. The division’s capital 

spending decreased 50% in 2010 to $21 million from $43 million in 2009, 

which included $19 million related to a new 16 MW diesel generating unit. 

 Fortis Turks & Caicos:  Fortis Turks and Caicos serves 9,000 customers, 

approximately 88% of electricity consumers on the islands, owning and 

operating 325 km of transmission and distribution lines and 57 MW of diesel 

generation capacity, sufficient to meet demand.  

Fortis Generation – Non-regulated 

Fortis Generation is comprised primarily of a number of small non-regulated 

power generation projects with combined capacity of 139 MW, 134 MW of which 

is hydro. Power is sold through a mix of long-term contracts or into the market. 

The generation facilities are located near, and for the most part are 

complementary to, Fortis’ utility operations in Belize, eastern Ontario, 

Newfoundland, and BC, although Fortis also owns four small hydro facilities in 

Upper New York State.  

Fortis has also announced a major investment in the Waneta Expansion Hydro 

Project in south central BC. Fortis own 51% of the project and will also purchase 

some of the power from the project through its FortisBC subsidiary (more on this 

below). 

Fortis Properties – Non-regulated 

Fortis Properties includes approximately 2.7 million square feet of office and 

retail space primarily in Atlantic Canada and 21 hotels across the country. These 

properties have been acquired through a series of property-specific acquisitions 

through the years. The company’s intent in owning these properties is to 

generate income sufficient to fully offset corporate costs that otherwise would 

not be utilized (for tax purposes), as profits in the regulated subsidiaries are not 

transferable. The subsidiary earned $26 million in 2010 on assets of $0.6 billion. 
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Growth Initiatives 
Fortis has a projected five-year average annual growth rate for its rate base of 

6% from $7.7 billion in 2010 to $10.1 billion by 2015. In addition to the regular 

course-of-business growth projects noted above, we specifically note the 

following: 

Waneta Hydroelectric Expansion Project 

Fortis announced in August 2010 that it will invest in a major hydro generation 

project to expand the existing Waneta Dam in south central BC. The existing 

493 MW Waneta hydro project is owned by Teck Resources (TCK–SO) (2/3) and 

BC Hydro (1/3). The $900 million, 335 MW Waneta Expansion Project will be 

51%-owned by Fortis and the remainder by Columbia Power Corporation and 

Columbia Basin Trust, Crown corporations of the province of BC. Fortis will fund 

its 51% share of the construction costs, and will operate and maintain the 

facility once in service, expected by spring 2015. Fortis expects the project ROE 

to be about 200 bps higher than that on the company’s regulated assets (i.e., 

about 11.5%–12.5% over the life of the project). 

This project meets FortisBC’s requirement for extra capacity to meet periods of 

peak demand, although actual energy usage is expected to be relatively modest, 

with BC Hydro purchasing the bulk of the generated power. As such, the Waneta 

Expansion will receive fixed energy and capacity payments, with 630 GWh 

(energy and related capacity) sold to BC Hydro under a long-term (40 year) 

agreement, and surplus capacity (on an average annual basis of 234 MW) so ld 

to FortisBC (also under a 40-year agreement). Energy and capacity sales to BC 

Hydro are at prices “comparable” to those under BC Hydro’s 2008 Clean Power 

Call (around $100/MWh). Capacity payments from FortisBC will be in the range 

of $11–$17.50/kW-month.  

While the project is not a regulated asset, Fortis is exposed to limited risk given: 

the long-term capacity and energy sales agreements, a fixed-price design-build 

construction contract with SNC-Lavalin (SNC–SO), and well-understood 

hydrology given that FortisBC already owns and/or operates several hydro 

facilities in the region. The expansion also falls under the Canal Plant Agreement 

under which BC Hydro manages the overall water resources (i.e., hydro facilities 

and related water usage) on the Kootenay, Columbia and Pend d’Oreille Rivers 

(on which the Waneta Dam and Expansion are located), thereby further reducing 

hydrology risk to the project. 

Acquisitions 

Fortis has built the business over time through a series of acquisitions, with the 

most significant being those of FortisAlberta and FortisBC in May 2004 for 

$1.5 billion and of Terasen Gas in May 2007 for $3.7 billion. The company has 

also made numerous tuck-in acquisitions to build out its operations (e.g., the 

October 2009 purchase of Algoma Power in Ontario for $75 million) or properties 

[e.g., acquiring a Holiday Inn (IHG–NYSE) in Windsor, Ontario in April 2009 for 

$7 million and a Sheraton Hotel (HOT–NYSE) in Newfoundland for $22 million in 

November 2008]. 
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Exhibit 2. Select Acquisition History 

Company Date Vendor Amount 

Algoma Power October 2009 Great Lakes Power $75 million 

Terasen May 2007 Kinder Morgan $3.7 billion 

Fortis Turks and Caicos August 2006 T.C. Energy Holdings $98 million 

FortisAlberta and FortisBC May 2004 Aquila $1.5 billion 

Belize Electric Company May 2004 and January 2001 Duke Energy US$65 million 

Caribbean Utilities Various International Power Holdings US$155+ million 

Source:  Company reports and CIB C World Markets Inc.  

Fortis continues to look for acquisitions to build out its platform. However, it 

does not regard Canada as fertile ground: most of the private sector electric 

[e.g., Emera (EMA–SO), AltaLink, ATCO (ACO.X–TSX), etc.] and gas 

[e.g., Enbridge Gas Distribution (ENB–SP), Union Gas (owned by Spectra Energy 

(SE–NYSE)), PNG (PNG–TSX)] utilities do not appear to be for sale, and the 

likelihood of government-owned utilities being privatized also appears low. 

The company, therefore, is increasingly turning its attention south of the border, 

looking for regulated transmission and distribution utilities with enterprise values 

in the low to mid-billions of dollars. Several recent transactions have been 

announced/completed, with valuations in the range of 1.0x–1.2x rate base. With 

these valuation metrics, Fortis could acquire similar-sized companies as FortisBC 

Energy or FortisAlberta/FortisBC, which both currently have rate bases of around 

$3 billion. 

Exhibit 3. Recent U.S. Utility Acquisitions 

Acquirer Target Date Purchase Price (EV) 

Est. Valuation 

(Multiple Of Rate Base) 

PPL Corp. E.ON US Nov. 2010 US$7.6 billion 1.1x 

AGL Resources Nicor Inc. Dec. 2010 (announced) 3.1 billion 1.0x 

Northeast Utilities NSTAR Oct. 2010 (announced) 4.2 billion 1.2x 

FirstEnergy Allegheny Energy Feb. 2011 8.5 billion NA 

Source:  Company reports and CIB C World Markets Inc.  

The company would prefer companies in the U.S. northeast or northwest, close 

to its existing Canadian operations, but would not rule out other regions. 

Risks/Sensitivities 
 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 
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 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results  

are highly sensitive to regulatory decisions. In recent years, Fortis has 

benefited from increasing ROEs for most of its Canadian operations 

(e.g., Terasen Gas’ allowed ROE rising in mid-2009 to 9.50% from 8.47%, 

FortisAlberta’s allowed ROE rising in 2009 to 9.00% from 8.51%, and 

FortisBC’s allowed ROE rising in 2010 to 9.90% from 8.87% in 2009).  

Exhibit 4. Regulator Approved Allowed ROEs 

 2007 2008 2009 2010 2011 

Terasen 8.37% 8.62% 9.50% 1 9.50% 9.50% 

FortisAlberta 8.51 8.75 9.00 9.00 9.00 2 

FortisBC 8.77 9.02 8.87 9.90 9.90 

New foundland Power 8.60 8.95 8.95 9.00 8.38 3 

Notes: 1) Ef fective July 1, 2009; 2) Inte rim basis; 3 ) Automatic adjustment  fo rmula.  

Source:  Company reports and CIB C World Markets Inc.  

However, the company is also at risk of adverse regulatory decisions, with 

the potential that allowed ROEs could be reduced over time, as regulators 

that moved away from automatic ROE adjustment formulas might look to 

re-examine their generic ROE rates. 

Fortis could also be impacted by operation-specific regulatory rulings. For 

instance, its regulated operation in Belize (i.e., Belize Electricity) has been 

denied an appeal on a Public Utilities Commission decision, which effectively 

forced Belize Electricity to absorb $38 million of “excess costs” resulting 

from high oil prices in 2008. In Newfoundland, Fortis jointly owned 51% of 

a hydro facility with AbitibiBowater (ABH–TSX) through the Exploits 

Partnership. A dispute between AbitibiBowater and the Newfoundland and 

Labrador government resulted in expropriation of the Partnership’s assets 

in 2009. The government has stated it is not its intent to adversely affect 

the business interests of AbitibiBowater’s business partners, and although 

Fortis no longer controls the assets, the company continues to receive 

associated cash flows. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin in order to 

mitigate construction risk, but ultimate construction and financing risks lie 

with the Waneta Expansion consortium (i.e., Fortis and partners). 

Source And Uses Of Cash 
Fortis has identified a five-year, $5.5 billion capital program, including the 

Waneta Expansion Project, which would increase its rate base from $7.7 billion 

in 2010 to $10.1 billion by 2015, a 6% CAGR. For 2011 the company has broken 

out spending by operation, as noted in Exhibit 5. 
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Exhibit 5. Capital Spending ($ mlns.) 

 2010 2011E 

FortisBC Energy $253 $281 

FortisAlberta 379 420 

FortisBC 139 99 

New foundland Power 78 73 

Other Canadian Electric Utilities (FortisOntario/Maritime Electric) 48 46 

Total Regulated Utilities – Canada 897 919 

Regulated Utilities – Caribbean 72 83 

Non-regulated (Generation/Properties) 104 210 

Total 1,073 1,212 

Source:  Company reports and CIB C World Markets Inc.  

We calculate that this capital spending program will contribute to estimated 

annual cash needs of up to $1.9 billion over the next several years (through 

2014), a little under half of which is expected to be funded from operating cash 

flow. Our forecast highlights the need for substantial debt issuances or utilization 

of credit facilities ($1.5 billion available on total $2.1 billion credit facilities) over 

the next few years to fund the growth program as well as fund scheduled debt 

repayments. Nevertheless, based on this outlook, we foresee the 

debt/capitalization ratio remaining stable at around 58% from 2010 through 

2014, declining thereafter if funding requirements drop. We have, therefore, 

modeled only modest equity issuance ($200 million in 2011), with some further 

amounts coming from various dividend reinvestment and employee share 

purchase and option programs. 

We expect total dividends to amount to $249 million in 2011 (up from 

$230 million in 2010), with dividends expected to increase commensurately with 

any further equity and/or preferred share issuances and earnings growth (and 

based on a mid-point of the targeted 60%–70% payout range). We have also 

included in our outlook funds received from the company’s dividend 

reinvestment, employee share purchase and options programs, which in 2010 

resulted in the issuance of 3.1 million shares and generated a combined 

$80 million, almost double the level in 2009. 

Exhibit 6. Sources And Uses Of Cash ($ mlns.) 

 2010 2011E 2012E 2013E 2014E 2015E 

Sources Of Cash        
        

Operating Cash Flow $732  $761  $816  $876  $928  $986  

Proceeds From Issue Of Long-term Debt / 

Utilization of Credit Facilities 523  350  750  500  750  200  

Proceeds From Asset Sales and Other 79  100  100  100  100  100  

Issue Of Common Shares 80  287  80  80  80  80  

Issue Of Preferred Shares 242  0  0  0  0  0  
        

Total 1656  1498  1746  1556  1858  1366  
        

Uses Of Cash        
        

Capital Expenditures (1024) (1212) (1229) (1192) (885) (692) 

Acquisitions 0  0  0  0  0  0  

Div idends (230) (249) (263) (281) (293) (311) 

Debt Repayment (329) (56) (269) (114) (692) (105) 
        

Total (1583) (1517) (1762) (1586) (1870) (1107) 
        

Surplus / (Requirement For) Cash 73  (19) (16) (30) (12) 258  

Source:  CIB C World Markets Inc.  
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Earnings Profile 
Our earnings profile captures the following factors: 

 Ongoing underlying growth of the rate base across the company’s 

operations due to customer/market growth (especially FortisAlberta) and 

system improvements. 

 Within a framework of a five-year, $5.5 billion capital spending program, 

major project activities such as: (for FortisBC Energy) a $210 million LNG 

storage facility on Vancouver Island and a $110 million customer care 

enhancement program; (for FortisBC) the $106 million Okanagan 

Transmission Reinforcement Project; (for FortisAlberta) a $126 million 

program to install automated meters and a $283 million program to replace 

80,000 aging utility poles; and, (non regulated) the $900 million 

($459 million to Fortis) Waneta Expansion Project. 

 A generally favorable regulatory environment in Canada, where allowed 

rates of return on equity have increased over the past couple of years, 

generally to the 9%+ range. Unfavorable rulings in Belize have impacted, 

and will likely continue to impact, those operations. 

We do not include any potential upside from acquisitions, although note that 

Fortis has a history of such activity – both for tuck-ins (Caribbean, Ontario, 

properties) and major build-outs (Terasen, FortisBC/FortisAlberta). 

Exhibit 7. Summary Financial Forecast ($ mlns., except per share)  

Segmented Earnings  2010 2011E 2012E 2013E 2014E 2015E 
       

Regulated Utilities       

FortisBC Energy $130  $143  $158  $164  $170  $172  

FortisAlberta 68  76  86  99  109  114  

FortisBC Electric 42  50  55  60  63  65  

New foundland Power 35  33  33  34  35  36  

Other Canadian Electric Utilities 19  19  19  20  20  20  

Regulated Electric Utilities – Caribbean 23  27  27  27  27  27  

Total Regulated Utilities 317  348  378  404  423  434  
       

Non-regulated Operations       

Fortis Generation 20  22  22  22  22  37  

Fortis Properties 26  27  27  27  27  27  

Total Non-regulated Operations 46  49  49  49  49  64  
       

Corporate (78) (80) (80) (80) (80) (80) 

Operating Earnings For Common 285  316  346  373  392  418  
       

Unusual Items 0  0  0  0  0  0  

Reported Earnings 285  316  346  373  392  418  
       

Weighted Average Shares Outstanding (mlns.) 173  177  184  186  189  191  
       

Operating EPS 1.65  1.79  1.88  2.00  2.08  2.19  

Reported EPS 1.65  1.79  1.88  2.00  2.08  2.19  
       

Dividend Per Share 1.12  1.16  1.22  1.30  1.35  1.42  

Pay out Ratio 67.9% 64.8% 65.0% 65.0% 65.0% 65.0% 

Source:  CIB C World Markets Inc.  
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Our discounted cash flow analysis (Exhibit 8) captures this outlook and the 

expected returns from the capital spending program. We calculate that FortisBC 

Energy (Terasen) comprises about 41% of total company value at present, the 

Canadian electric utilities about 45% and the Caribbean, non-regulated 

operations and other the remaining 14%. Our analysis suggests a total company 

value of about $34.50 per share. 

Exhibit 8. Discounted Cash Flow Analysis ($ mlns., except per share) 

DCF Valuation - Fortis             
             

  Cost Of Cost Of    Terminal Terminal PV Of PV Of   

    Equity Debt Equity % WACC   Growth Multiple Cash Flows Terminal FCFF Per Share 

A) Regulated Gas Utilities (FortisBC Energy) 7.0% 6.8% 40.0% 5.9%  1.0% 20.6 $1,634 $3,711 $5,345 $30.47 

B) Regulated Electric Utilities - Canada  7.0% 6.3% 40.0% 5.6%  0.5% 19.5 1,357 4,457 5,813 33.14 

C) Regulated Electric Utilities - Caribbean 8.5% 6.8% 40.0% 6.5%  0.5% 16.7 202 317 519 2.96 

D) Non-regulated - Generation/Properties 9.0% 5.9% 40.0% 6.3%  0.5% 17.3 -9 1,059 1,050 5.99 

E) Corporate  7.0% 5.9% 40.0% 5.5%  0.0% 18.3 99 145 244 1.39 
             

         Period Ending Q1/11  

         Total FCFF 12,972 73.95 

         + Cash  86 0.49 

         - Debt  -5,915 -33.72 

         - Preferreds -912 -5.20 

         - Non-controlling Interest -175 -1.00 

         Total FCFE 6,056 34.52 

         Shares Outstanding (mlns.) 175  

         Value Per Share 34.52  
             

  2010 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E 2020E TV 
             

Tax Rate 25% 25% 25% 25% 25% 25% 25% 25% 25% 25% 25%  
             

A) Regulated Gas Utilities (FortisBC Energy)            

EBITDA 396 426 465 488 507 519 525 531 536 541 547  

Depreciation And Amortization -108 -109 -119 -125 -130 -133 -134 -135 -137 -138 -139  

Capex 253 281 275 250 200 150 125 126 128 129 130  

Free Cash Flow To The Firm 71 66 104 147 213 272 302 305 309 312 315 6,553 
             

B) Regulated Electric Utilities – Canada             

EBITDA 573 616 665 735 797 838 862 866 871 875 879  

Depreciation And Amortization -237 -252 -267 -295 -322 -339 -347 -348 -350 -352 -353  

Capex 644 638 669 677 530 427 345 348 350 352 353  

Free Cash Flow To The Firm -155 -113 -104 -51 149 286 388 389 391 393 394 7,714 
             

C) Regulated Electric Utilities – Caribbean            

EBITDA 86 86 86 86 86 86 86 87 87 88 89  

Depreciation And Amortization -36 -36 -36 -36 -36 -36 -36 -36 -36 -37 -37  

Capex 72 83 40 40 40 40 40 40 40 41 41  

Free Cash Flow To The Firm 2 -10 33 33 33 33 33 34 34 35 35 594 
             

D) Non-regulated – Generation/Properties            

EBITDA 115 120 120 120 120 163 185 186 186 187 188  

Depreciation And Amortization -22 -20 -20 -20 -20 -32 -38 -39 -39 -39 -39  

Capex 104 210 245 225 115 75 75 39 39 39 39  

Free Cash Flow To The Firm -12 -115 -150 -130 -20 55 73 110 111 111 112 1,947 
             

E) Corporate             

EBITDA 14 14 14 14 14 14 14 14 14 14 15  

Depreciation And Amortization -7 -10 -10 -10 -10 -10 -10 -10 -10 -10 -10  

Free Cash Flow To The Firm 12 13 13 13 13 13 13 13 13 13 14 247 

Source:  CIB C World Markets Inc.
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Recommendation 

Fortis presents an appealing investment proposition: stable regulated returns 

plus solid growth from investments in regulated and non-regulated businesses. 

In addition, the company has a track record of successful acquisitions, and 

continues to evaluate tuck-in opportunities and larger step-out targets, likely in 

the U.S. 

Our primary concern at present is one of valuation: the company is trading at 

18.4x current-year (2011) and 17.5x next-year (2012) estimated earnings, 

above the Canadian utility group average of 16.4x current-year earnings and the 

broader pipelines and utilities group at 18.2x. We view the premium earnings 

multiple vs. the utilities group as supportable given Fortis’ low-risk profile and 

growth outlook. Our fundamental discounted cash flow valuation analysis 

suggests a price target of $34.50, for an implied P/E multiple of 18.3x our 2012 

estimate, and representing a 12-month total shareholder return of 8.3% vs. a 

group average of 8.5%. While acquisitions might provide upside to our forecast, 

we do not model these given uncertainty as to timing, magnitude and/or 

financial impact. While we, therefore, view Fortis as a company offering solid, 

low-risk growth, we believe the stock is at present fairly valued and we initiate 

coverage with a Sector Performer rating and $34.50 price target. 

Price Target Calculation 
Our price target is based on a discounted cash flow analysis, which captures the 

expected cash flow growth from Fortis’ five-year, $5.5 billion capital spending 

program. The price target of $34.50 equates to a P/E multiple of 18.3x our 2012 

estimate, a premium to the group average given, in our view, Fortis’ solid, 

low-risk, growth outlook. 

Key Risks To Price Target 
 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expans ion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as an adverse ruling in Belize). 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin in order to 

mitigate construction risk, but ultimate construction and financing risks lie 

with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2010 Current $0.58A $0.32A $0.26A $0.49A $1.65A 

2011 Current $0.67A $0.35E $0.27E $0.50E $1.79E 

2012 Current -- -- -- -- $1.88E 
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Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his  or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 

CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 

discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 

 

Stock Prices as of 05/24/2011: 

Emera Inc. (2a, 2c, 2e, 2g, 7) (EMA-TSX, $31.87, Sector Outperformer) 

Enbridge Inc. (2a, 2c, 2e, 2g, 7, 9) (ENB-TSX, $31.55, Sector Performer) 

SNC-Lavalin Group Inc. (2g, 7) (SNC-TSX, $55.90, Sector Outperformer) 

Teck Resources Limited (2a, 2b, 2c, 2d, 2e, 2f, 2g, 3a, 3c, 7, 9, 12) (TCK-NYSE, $48.75, Sector Outperformer) 

 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets Inc.: 

 

Stock Prices as of 05/24/2011: 

AbitibiBowater Inc. (ABH-TSX, $23.51, Not Rated) 

AGL Resource Inc. (AGL-NYSE, US$40.11, Not Rated) 

Atco Ltd. (ACO.X-TSX, $64.50, Not Rated) 

Duke Energy (DUK-NYSE, US$18.75, Not Rated) 

FirstEnergy Corp. (FE-NYSE, US$44.64, Not Rated) 

InterContinental Hotels Group plc (IHG-NYSE, US$20.45, Not Rated) 

Kinder Morgan Energy Partners (KMP-NYSE, US$73.29, Not Rated) 

NICOR Inc. (GAS-NYSE, US$54.19, Not Rated) 

Northeast Utilities (NU-NYSE, US$35.56, Not Rated) 

NStar (NST-NYSE, US$46.22, Not Rated) 

Pacific Northern Gas Ltd. (PNG-TSX, $30.50, Not Rated) 

PPL Corporation (PPL-NYSE, US$27.81, Not Rated) 

Spectra Energy Corp (SE-NYSE, US$27.13, Not Rated) 

Starwood Hotels and Resorts (HOT-NYSE, US$57.69, Not Rated) 

 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 

Important Disclosure Footnotes" section of this report. 

 

 



Solid Low-risk Growth, Already Priced In - May 24, 2011 

17  

Key to Important Disclosure Footnotes: 

1 CIBC World Markets Corp. makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 

5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 

8 An executive of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has 

provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 

director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 

World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

08/10/2008   26.76 SP 30.50 Petro Panarites, CFA 

11/02/2008   26.30 SP 28.50 Petro Panarites, CFA 

12/02/2008   27.00 R - Petro Panarites, CFA 

12/19/2008   24.34 SP 28.50 Petro Panarites, CFA 

01/20/2009   23.33 SP 28.00 Petro Panarites, CFA 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity  issues. 

***Restricted due to a potential conflict of interest. 

 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 24 May 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 147 44.7%  Sector Outperformer (Buy) 147 100.0% 

Sector Performer (Hold/Neutral) 143 43.5%  Sector Performer (Hold/Neutral) 140 97.9% 

Sector Underperformer (Sell) 25 7.6%  Sector Underperformer (Sell) 24 96.0% 

Restricted 13 4.0%  Restricted 13 100.0% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe  

(as of 24 May 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 2 40.0%  Sector Outperformer (Buy) 2 100.0% 

Sector Performer (Hold/Neutral) 2 40.0%  Sector Performer (Hold/Neutral) 2 100.0% 

Sector Underperformer (Sell) 1 20.0%  Sector Underperformer (Sell) 1 100.0% 

Restricted 0 0.0%  Restricted 0 0.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  EMA, ENB, FTS, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 

at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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   Institutional Equity Research 

   Earnings Update 

June 15, 2011  Pipelines, Utilities, & Power 
 
 

Fortis Inc. 
Acquisition Of New England Utility; Update On 
Belize 

 On May 30, Fortis announced that it has entered into an agreement to 

acquire Central Vermont Public Service (CVPS) for approximately US$700 

million including assumed debt. CVPS is the largest electric utility in 

Vermont, and has a stake in the state's transmission system. 

 Fortis paid full price for CVPS, although it has a strong growth profile, with 

its rate base expected to grow from US$426 million in 2010 to ~US$650 

million in 2015 (9% CAGR) through the acquisition of Vermont Marble, 

investments in transmission, and capex in its base distribution business. 

 Fortis also announced a bought deal, issuing 9.1 million shares at 

$33/share, resulting in net proceeds of $288 million. As a result, our 2011E 

EPS decreases from $1.79 to $1.75. Our 2012E and 2013E EPS increase 

from $1.88 and $2.00 to $1.89 and $2.03, reflecting the acquisition impact. 

 We view the acquisition as modestly positive, with upside to the extent 

Fortis can become a consolidator in the region. In Belize, the government is 

looking to nationalize Fortis' operations, although financial implications are 

still unclear. Maintain SP rating; PT to $35.00 vs. prior $34.50. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 11-109974 © 2011 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $35.00 

FTS-TSX (6/14/11) $31.77 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $26.80-$35.45 
Shares Outstanding 184.5M 

Float 184.5M Shrs 

Avg. Daily  Trading Vol.  471,979 
Market Capitalization $5,862.3M  

Div idend/Div Yield $1.16 /  3.7% 

Fiscal Year Ends  December 
Book Value $18.43 per Shr 

2011  ROE (E) 8.9% 

LT Debt $5.9B  
Preferred $912.00M 

Common Equity  $3.4B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2010       $1.65A  
2011 $1.79E $1.75E  

2012 $1.88E $1.89E  

P/E 
2010       19.3x 
2011 17.7x 18.2x 
2012 16.9x 16.8x 

      
Dividend Per Share 

2010 $1.12A 
2011 $1.16E 
2012 $1.24E 

  
Yield  

2010 3.5% 
2011 3.7% 
2012 3.9% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Fortis Inc. Sector Performer
FTS - TSX 6/14/11 $31.77 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $35.00 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data.

Market Data

Share Price $31.77 Net Debt 5,829

Shares Outstanding 175 Non Control Int. 175

Market Capitalization 5,573 Preferred Shares 912

Enterprise Value 12,489

Valuations 2009A 2010A 2011E 2012E

P/E 21.0x 19.3x 18.2x 16.8x

EV/EBITDA 11.6x 10.7x 10.0x 8.9x

Pipeline And Utilities Sector Average

P/E 18.0x 18.0x 18.0x 18.0x

EV/EBITDA 11.8x 11.8x 11.8x 11.8x

Other Data 2009A 2010A 2011E 2012E

Dividend Per Share $1.04 $1.12 $1.16 $1.24

Dividend Yield 3.3% 3.5% 3.7% 3.9%

Payout Ratio 68.7% 67.9% 66.3% 65.5%

Book Value Per Share $18.64 $18.97 $20.30 $21.11

Price / Book Value 1.7x 1.7x 1.6x 1.5x

Cash Per Share $0.50 $0.63 $0.94 $0.47

Debt / Total Capital 59.8% 57.9% 56.6% 60.2%

Net Debt/EBITDA 5.4x 5.1x 4.9x 5.4x

Income Statement 2009A 2010A 2011E 2012E

FortisBC Energy 117 130 143 158

FortisAlberta 60 68 76 86

FortisBC Electric 37 42 50 55

Newfoundland Power 32 35 33 33

Other Canadian Electric Utilities 17 19 19 19

Central Vermont Public Service (CVPS) 0 0 0 21

Regulated Electric Utilities - Carribean 25 23 27 27

Fortis Generation 16 20 22 22

Fortis Properties 24 26 27 27

Corporate (72) (78) (80) (94)

Operating Earnings 256 285 316 354

Unusual Items 6 0 0 0

Reported Earnings 262 285 316 354

Operating EPS $1.51 $1.65 $1.75 $1.89

Reported EPS $1.54 $1.65 $1.75 $1.89

Shares Outstanding 171 174 186 189

EBITDA 1,078 1,170 1,248 1,398

Cash Flow 2009A 2010A 2011E 2012E

Earnings (incl. pref share dividends) 280 323 344 382

Depreciation and Amortization 364 410 417 456

Total Operating Cash Flow 637 732 761 838

Capital Expenditures 940 1,024 1,212 1,295

Dividends 161 230 253 270

Net Long Term Debt Proceeds 557 194 294 1,316

Balance Sheet 2009A 2010A 2011E 2012E

Cash & Cash Equivalents 85 109 175 89

Utility Capital Assets / Income Properties 8,246 8,762 9,457 11,050

Total Assets 12,160 12,903 13,663 15,171

Current Liabilities 1,594 1,517 1,517 1,517

Debt (incl. Current and Short Term Borrowings) 5,915 6,023 6,317 7,633

Future Income Taxes 5 (3) 0 0

Non Controlling Interests 123 162 153 144

Preferred Shares 667 912 912 912

Shareholders' Equity 3,540 3,897 4,372 4,573

Total Shareholders' Equity And Liabilities 12,160 12,903 13,663 15,171

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, Central America and the Caribbean, and non-regulated power generation and real estate 

assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Mar 31, 2011)
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Acquiring New England Utility 

On May 30, Fortis (FTS–SP) announced that it has entered into an agreement to 

acquire all of the outstanding common shares of Central Vermont Public Service 

(CVPS) (CV–NYSE) for $35.10/share in cash, representing a 44% premium over 

the CVPS closing price on the prior trading day. The total purchase price, 

including the assumption of approximately US$230 million in debt, amounts to 

roughly US$700 million. The closing of the acquisition is subject to a variety of 

approvals, including CVPS shareholders, the Vermont Public Service Board, and 

the U.S. Federal Energy Regulatory Commission (FERC). Fortis expects the 

transaction to close within six to 12 months. 

CVPS is the largest electric utility in Vermont, serving nearly 160,000 customers. 

Its electric system consists of approximately 9,000 miles of distribution lines and 

more than 600 miles of sub-transmission lines. CVPS also holds a 41% 

ownership interest in Vermont Transco LLC [managed by Vermont Electric Power 

Company (Velco)], which owns and operates the high-voltage transmission 

system in Vermont. 

CVPS expects its rate base to grow from US$426 million in 2010 to 

approximately US$650 million by 2015, representing a compound annual growth 

rate of 9% (Exhibit 1). The rate base growth is expected to be driven by 

Vermont Marble (a US$33 million acquisition of primarily transmission and 

distribution assets), additional investments in transmission (through its equity 

interest in Velco), and capital expenditures in its base distribution business. The 

allowed rate of return on common equity for 2011 is set at 9.45%, and equity 

level is set at 57%. 

Exhibit 1. CVPS Rate Base Projections 

 
Source:  Company reports.  

Fortis has been looking for acquisitions for some time, and targeted the U.S. 

northeast as a potential entry point. At US$700 million, the CVPS acquisition is 

smaller than our expectation for a low- to- mid-billion-dollar transaction. In 

addition, at a 1.4x rate base (when factoring in CVPS’ proportional ownership in 

Velco), the acquisition is moderately more expensive than recent U.S. utility 

acquisitions in the 1.0x–1.2x rate base range. However, CVPS has a strong 

growth profile, with a 9% CAGR in its rate base expected through 2015.  



Acquisition Of  New England Utility; Update On Belize - June 15, 2011 

4  

In addition, while Fortis will operate CVPS in its normal decentralized fashion, 

there may be further opportunities to add assets in the region. Vermont has a 

population of roughly 600,000 people, but is home to 20 electric distributors. 

The second-largest utility in Vermont is Green Mountain Power, which has 

approximately 90,000 customers covering a territory encompassing 

approximately 25% of the state’s population, and is owned by Gaz Metro Inc. 

Equity Issuance 
In conjunction with the acquisition announcement, Fortis announced a bought 

deal for 9.1 million shares at $33.00/share. Net proceeds of approximately 

$288 million ($300 million in gross proceeds less underwriting fees) will be used 

to repay outstanding debt under the company’s committed credit facility, finance 

additional equity injections into Fortis’ western Canadian regulated utilities and 

the Waneta Expansion, and for general corporate purposes. While Fortis is not 

using the proceeds from the equity issue directly to purchase CVPS, it is using a 

portion of the proceeds to repay the debt on its committed credit facility, and it 

will ultimately use that same credit facility to fund its purchase of CVPS. There is 

also an overallotment option whereby the underwriters will be able to purchase 

an additional 1.365 million shares, which would bring an additional $43 million in 

net proceeds to Fortis if fully exercised. We have not incorporated the 

over-allotment proceeds in our forecasts. We do not expect Fortis to issue any 

additional common equity over the forecast horizon, unless it makes further 

acquisitions. 

Estimate Revisions 
Fortis expects the acquisition to be accretive to EPS in its  first full year of 

ownership. In the interim, however, we expect the impact of the equity issue to 

reduce EPS in 2011 from $1.79 to $1.75. We have assumed that the transaction 

will close at the end of Q1/12. Our 2012 EPS forecast increases from $1.88 to 

$1.89, reflecting the partial-year contribution from CVPS. Our 2013 EPS 

estimate increases from $2.00 to $2.03, reflecting the first full year of CVPS. 
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Exhibit 2. Summary Financial Forecast ($ mlns., except per share)  

 2010 2011E 2012E 2013E 

Segmented Earnings  Previous Current Previous Current Previous Current 

Regulated Utilities        

FortisBC Energy $130  $143  $143  $158  $158  $164  $164  

FortisAlberta 68  76  76  86  86  99  99  

FortisBC Electric 42  50  50  55  55  60  60  

New foundland Power 35  33  33  33  33  34  34  

Other Canadian Electric Utilities 19  19  19  19  19  20  20  

Central Vermont Public Service (CVPS) 0  0  0  0  21  0  31  

Regulated Electric Utilities – Caribbean 23  27  27  27  27  27  27  

Total Regulated Utilities 317  348  348  378  398  404  435  

        

Non-regulated Operations        

Fortis Generation 20  22  22  22  22  22  22  

Fortis Properties 26  27  27  27  27  27  27  

Total Non-regulated Operations 46  49  49  49  49  49  49  

        

Corporate (78) (80) (80) (80) (94) (80) (98) 

Operating Earnings For Common 285  316  316  346  354  373  385  

        

Unusual Items 0  0  0  0  0  0  0  

Reported Earnings 285  316  316  346  354  373  385  

        

Weighted Average S/O (mlns.) 173  177  181  184  187  186  190  

        

Operating EPS 1.65  1.79  1.75  1.88  1.89  2.00  2.03  

Reported EPS 1.65  1.79  1.75  1.88  1.89  2.00  2.03  

        

Dividend Per Share 1.12  1.16  1.16  1.22  1.24  1.30  1.32  

Pay out Ratio 67.9% 64.8% 66.3% 65.0% 65.5% 65.0% 65.0% 

Source:  CIB C World Markets Inc.  

Belize Saga Continues 
Fortis’ regulated electricity distribution operations in Belize (Belize Electricity 

Limited, or BEL) have been under pressure since a June 2008 decision by the 

Belize Public Utilities Commission reversed previous rate-setting agreements, 

lowered BEL’s allowable rates of return, and forced BEL to assume the cost of 

surging energy prices in 2008. BEL’s legal appeals, including to the Belize 

Supreme Court, have been dismissed. The left-leaning government of Prime 

Minister Dean Barrow “was always ideologically opposed to the privatization of 

essential resources” and has resisted allowing any rate increases. 

With oil prices again on the rise, and unable to increase rates accordingly, BEL 

has been facing mounting financial pressures. Furthermore, BEL has been 

unable to qualify for bank credit given the unsettled regulatory regime. Fortis is 

understandably unwilling to further invest in the operation. Given BEL’s financial 

distress, the operation is facing mounting debts to Mexico’s Comisión Federal de 

Electricidad (CFE), from which BEL purchases a substantial portion (in 2010, 

33%) of its power. Year-end 2010 financial statements show BEL also owed 

BZ$9 million (US$4.5 million) to Fortis and BECOL (a hydro generation facility in 

Belize which Fortis also owns). BEL has asked the Belize government to prepay 

its energy bills of roughly $2 million/month to help cover power purchases. 
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The government has now announced its intent “in purchasing majority shares in 

BEL so as to assume control of the company,” although no formal purchase 

proposal has been received by Fortis. Fortis currently owns 70% of BEL, the 

Belize government indirectly holds 27% (through the Social Security Board of 

Belize), and the remainder is held by smaller shareholders in Belize. It is unclear 

at present:  

1. How much of BEL the government intends to buy: The government would 

need a further 24% to reach a majority position, but Fortis is unwilling to 

become a minority shareholder and would likely seek to sell its entire stake. 

2. What price the government will pay: Prime Minister Barrow has stated “you 

trade off the fact that there is an asset value against the fact that the 

company virtually is insolvent” – ignoring the fact that his government’s 

actions have placed BEL in this situation, and that at the end of 2010 BEL 

had net PP&E of BZ$445 million (approximately US$222 million). The 

purchase would represent an enormous sum for the government of Belize – 

the country’s total GDP in 2009 was US$1.354 billion (World Bank data), 

and certainly begs the question of how the government could afford to pay 

anything approaching fair value. 

3. Whether the government will expropriate the business: The Belize 

government has set a precedent with the expropriation in 2009 of the 

country’s main telephone company, Belize Telemedia, with legal 

proceedings still ongoing.  

The assets of BEL represent less than 2% of Fortis’ total assets; the combined 

assets of BEL and BECOL represent less than 3% of Fortis’ total assets. 

Nevertheless, a worst-case scenario could be a partial or total writedown of 

Fortis’ investment in BEL, with its net book investment in BEL currently at 

~US$125 million (~$0.70/share). We are making no changes to our financial 

outlook at present until there is further clarity on the situation. 

Price Target Calculation 
We are raising our price target from $34.50 to $35.00, reflecting the 

contribution of the CVPS acquisition to our discounted cash flow (DCF) forecast. 

The $35.00 price target equates to a P/E multiple of 18.5x our 2012 estimate, a 

premium to the group average given Fortis’ solid, and for the most part low-risk, 

growth outlook.  

Outlook And Investment Summary 
Overall, we view the CVPS acquisition as modestly positive to Fortis. As a 

standalone investment, the acquisition was on the expensive end, although 

CVPS has a strong growth profile through 2015. Upside may exist to the extent 

that Fortis can become a consolidator in the region. As noted above, we have 

not adjusted our financial estimates for Belize given the uncertainty as to the 

government’s intentions, although a nationalization of the business at a price 

below Fortis’ net book investment could result in an (at least partial) writedown. 

We maintain our Sector Performer rating. 
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Key Risks To Price Target 
 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC–SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2010 Current $0.58A $0.32A $0.26A $0.49A $1.65A 

2011 Prior $0.67A $0.35E $0.27E $0.50E $1.79E 

2011 Current $0.67A $0.35E $0.26E $0.48E $1.75E 

2012 Prior -- -- -- -- $1.88E 

2012 Current -- -- -- -- $1.89E 
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Fortis Inc. 
Not A Good Week: Belize Operations Expropriated, 
Rival Bid Emerges For CVPS 

 On Monday, the government of Belize passed legislation to nationalize 

Fortis' 70%-owned regulated utility, Belize Electricity Limited (BEL), which is 

under financial duress due to adverse regulatory rulings, which provide 

insufficient returns and force BEL to absorb high energy costs. 

 Compensation for BEL is unknown and any agreement is likely to take some 

time. Fortis' net book investment in BEL is ~US$125 million 

(~$0.70/share).  Currently, Fortis' unregulated hydro facilities in Belize 

(BECOL) have not been expropriated. 

 On Thursday, Gaz Metro announced a rival bid for CVPS, a Vermont utility 

that Fortis announced it was acquiring on May 30. Gaz Metro's bid 

(US$35.25/share) is at only a US$0.15/share premium to Fortis' bid 

(US$35.10/share); CVPS must determine if this represents a superior bid. 

 Given a $17.5 million break fee + $2 million in expense reimbursement 

(totaling ~US$1.50/CVPS share), it is unclear whether Gaz Metro's bid is 

"superior." If it is deemed so, Fortis could match the bid, but we foresee 

little appetite for further increases given its existing bid is already pricey. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 11-110111 © 2011 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $35.00 

FTS-TSX (6/23/11) $31.46 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $26.80-$35.45 
Shares Outstanding 184.5M 

Float 184.5M Shrs 

Avg. Daily  Trading Vol.  471,979 
Market Capitalization $5,805.1M  

Div idend/Div Yield $1.16 /  3.7% 

Fiscal Year Ends  December 
Book Value $18.43 per Shr 

2011  ROE (E) 8.9% 

LT Debt $5.9B  
Preferred $912.00M 

Common Equity  $3.4B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2010       $1.65A  
2011       $1.75E  

2012       $1.89E  

P/E 
2010       19.1x 
2011       18.0x 
2012       16.6x 

      
Dividend Per Share 

2010 $1.12A 
2011 $1.16E 
2012 $1.24E 

  
Yield  

2010 3.6% 
2011 3.7% 
2012 3.9% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Fortis Inc. Sector Performer
FTS - TSX 6/23/11 $31.46 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $35.00 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data.

Market Data

Share Price $31.46 Net Debt 5,829

Shares Outstanding 175 Non Control Int. 175

Market Capitalization 5,519 Preferred Shares 912

Enterprise Value 12,435

Valuations 2009A 2010A 2011E 2012E

P/E 20.8x 19.1x 18.0x 16.7x

EV/EBITDA 11.5x 10.6x 10.0x 8.9x

Pipeline And Utilities Sector Average

P/E 17.8x 17.8x 17.8x 17.8x

EV/EBITDA 11.7x 11.7x 11.7x 11.7x

Other Data 2009A 2010A 2011E 2012E

Dividend Per Share $1.04 $1.12 $1.16 $1.24

Dividend Yield 3.3% 3.6% 3.7% 3.9%

Payout Ratio 68.7% 67.9% 66.3% 65.5%

Book Value Per Share $18.64 $18.97 $20.30 $21.11

Price / Book Value 1.7x 1.7x 1.6x 1.5x

Cash Per Share $0.50 $0.63 $0.94 $0.47

Debt / Total Capital 59.8% 57.9% 56.6% 60.2%

Net Debt/EBITDA 5.4x 5.1x 4.9x 5.4x

Income Statement 2009A 2010A 2011E 2012E

FortisBC Energy 117 130 143 158

FortisAlberta 60 68 76 86

FortisBC Electric 37 42 50 55

Newfoundland Power 32 35 33 33

Other Canadian Electric Utilities 17 19 19 19

Central Vermont Public Service (CVPS) 0 0 0 21

Regulated Electric Utilities - Carribean 25 23 27 27

Fortis Generation 16 20 22 22

Fortis Properties 24 26 27 27

Corporate (72) (78) (80) (94)

Operating Earnings 256 285 316 354

Unusual Items 6 0 0 0

Reported Earnings 262 285 316 354

Operating EPS $1.51 $1.65 $1.75 $1.89

Reported EPS $1.54 $1.65 $1.75 $1.89

Shares Outstanding 171 174 186 189

EBITDA 1,078 1,170 1,248 1,398

Cash Flow 2009A 2010A 2011E 2012E

Earnings (incl. pref share dividends) 280 323 344 382

Depreciation and Amortization 364 410 417 456

Total Operating Cash Flow 637 732 761 838

Capital Expenditures 940 1,024 1,212 1,295

Dividends 161 230 253 270

Net Long Term Debt Proceeds 557 194 294 1,316

Balance Sheet 2009A 2010A 2011E 2012E

Cash & Cash Equivalents 85 109 175 89

Utility Capital Assets / Income Properties 8,246 8,762 9,457 11,050

Total Assets 12,160 12,903 13,663 15,171

Current Liabilities 1,594 1,517 1,517 1,517

Debt (incl. Current and Short Term Borrowings) 5,915 6,023 6,317 7,633

Future Income Taxes 5 (3) 0 0

Non Controlling Interests 123 162 153 144

Preferred Shares 667 912 912 912

Shareholders' Equity 3,540 3,897 4,372 4,573

Total Shareholders' Equity And Liabilities 12,160 12,903 13,663 15,171

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, Central America and the Caribbean, and non-regulated power generation and real estate 

assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Mar 31, 2011)
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Fortis (FTS–SP) has had a rough week.  

Belize Operations Expropriated, As Expected 
On Monday, the Belize government announced it is expropriating Fortis’ 

70%-owned regulated utility, Belize Electricity Ltd. (BEL). This is not unexpected 

given recent government pronouncements. BEL has been under financial duress 

given adverse regulatory rulings that have not allowed BEL to collect appropriate 

returns, and, furthermore, have forced BEL to absorb high energy prices (rather 

than, as is typically the case, pass through energy costs to the consumers). As a 

result, BEL has amassed debt to major electricity suppliers, including Mexican 

utility CFE, which has now demanded upfront payment before making further 

electricity sales to BEL. Rather than rectifying the regulatory issues, the Belize 

government has chosen to expropriate BEL’s operations.  

Fortis’ net book investment in BEL is ~US$125 million, or roughly $0.70/share. 

The government of Belize has not provided any compensation nor has it 

announced whether any (or how much) would be forthcoming. Fortis is 

evaluating its legal options. Fortis’ unregulated hydro generation operation, 

BECOL, has not (yet) been similarly affected, although is at risk given amounts 

owed by BEL (approximately $5 million) and its ownership by Fortis. We would 

not expect a speedy outcome; the Belize government expropriated telephone 

company Belize Telemedia in 2009 and legal proceedings are still ongoing, with 

no compensation paid to date. 

Rival Bid For CVPS 

On Thursday, Gaz Metro announced it was making an unsolicited bid for Central 

Vermont Public Service (CVPS) (CV–NYSE), the Vermont utility that Fortis 

announced an agreement to acquire on May 30. Gaz Metro’s bid is at US$35.25 

per CVPS share, a slim US$0.15/share premium to Fortis’ own bid of 

US$35.10/share. Gaz Metro also notes that it intends to continue making CVPS 

quarterly dividend payments of US$0.23/share through closing vs. Fortis’ intent 

to make only two regular quarterly dividend payments (and only 

$0.01/share/quarter thereafter, until closing); with Gaz Metro expecting closing 

to take up to 12 months, this could imply further upside for CVPS shareholders.  

Gaz Metro currently owns Green Mountain Power, the second-largest electric 

utility in Vermont (after CVPS), and believes there are synergies from owning 

both operations. The Gaz Metro bid also includes provisions for: CVPS employees 

(no layoffs), customers (cost savings from joint synergies with Green Mountain 

Power and the creation of a trust to subsidize low income customers), and the 

state of Vermont (investments in new headquarters and a solar development). 

The trust for low income customers will be created through the donation of a 

30% economic interest in VELCO, the manager and part owner of the Vermont 

transmission system. 

CVPS’ board of directors must now determine that Gaz Metro’s  bid represents a 

“superior proposal” to the shareholders. Whether it meets this criterion is 

unclear given that CVPS, if it accepted Gaz Metro’s bid, would be required to pay 

to Fortis a break fee of US$17.5 million plus up to US$2 million reimbursement 

of related fees and expenses. The US$0.15/share premium amounts to only 

US$2 million, and even factoring in additional dividend payments received under 

the Gaz Metro bid (if the closing takes up to a year), the total premium amounts 

to less than half the break fee.  
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If CVPS does decide that Gaz Metro’s bid is superior, then Fortis must choose 

whether to match the relevant terms (e.g., US$35.25/share + full dividend 

payments through closing) or to walk away. The small incremental costs might 

suggest that Fortis should be prepared to match the (initial) Gaz Metro bid, but 

we would not expect Fortis to get into a prolonged bidding war, as we believe its 

existing bid already represented full value (around 1.4x rate base). Any 

meaningful increase in the purchase price would bring the economics of the 

transaction into question.  

Gaz Metro might be able to justify a higher price given the potential synergies to 

be realized from its existing ownership of Green Mountain Power, the 

second-largest Vermont electric utility (after CVPS). However, it is unclear 

whether any such synergies are truly sustainable, as any savings are typically 

required to be passed on to customers over time. 

Downward Bias To Price Target, But No 
Change For Now 

We believe that these two issues – expropriation of BEL and rival bid for CVPS – 

represent a downward bias on Fortis’ value. The loss of BEL (with no 

compensation) would represent ~$0.70/share impact; the potential loss of CVPS 

to Gaz Metro would represent about a further $0.50/share. Furthermore, if Fortis 

were not to acquire CVPS, we note that the recent $300 million (net $288 

million) equity offering would be dilutive until an alternate (and accretive) use of 

funds were found. We believe Fortis management is sufficiently disciplined to 

avoid acting precipitously, but nonetheless we note that there will be additional 

pressure for Fortis to find and close a suitable acquisition. 

Despite the downward bias in valuation, we are not updating our price target 

($35) for now given the uncertainty surrounding these issues. We maintain our 

Sector Performer rating. 

Price Target Calculation 
Our $35.00 price target equates to a P/E multiple of 18.5x our 2012 estimate, a 

premium to the group average given Fortis’ solid, and for the most part low-risk, 

growth outlook. We note, however, that failure to close the CVPS acquisition 

represents a potential downside of ~$0.50/share and a total write-off of BEL 

would represent ~$0.70/share. We have not yet included either of these impacts 

to the stock price, given current uncertainties as to outcome. 

Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close a 

transaction), operation and regulatory risks of the acquired organization. 



Not A Good Week: Belize Operations Expropriated, Rival Bid Emerges For CVPS - June 23, 2011 

5  

 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC–SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2010 Current $0.58A $0.32A $0.26A $0.49A $1.65A 

2011 Current $0.67A $0.35E $0.26E $0.48E $1.75E 

2012 Current -- -- -- -- $1.89E 
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IMPORTANT DISCLOSURES: 

Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such resea rch analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically d isclosed in this report, 

CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 

discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 

 

Stock Prices as of 06/23/2011: 

SNC-Lavalin Group Inc. (2g, 7) (SNC-TSX, $54.62, Sector Outperformer) 

 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets Inc.: 

 

Stock Prices as of 06/23/2011: 

Central Vermont Public Service Corp. (CV-NYSE, US$35.65, Not Rated) 

 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 

Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 

1 CIBC World Markets Corp. makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 

5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 

8 An executive of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has 

provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 

director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 

World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

08/10/2008   26.76 SP 30.50 Petro Panarites, CFA 

11/02/2008   26.30 SP 28.50 Petro Panarites, CFA 

12/02/2008   27.00 R - Petro Panarites, CFA 

12/19/2008   24.34 SP 28.50 Petro Panarites, CFA 

01/20/2009   23.33 SP 28.00 Petro Panarites, CFA 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 

05/24/2011     33.18 SP 34.50 Paul Lechem 

05/30/2011   32.97 R - Paul Lechem 

06/15/2011   31.35 SP 34.50 Paul Lechem 

06/15/2011   31.35 SP 35.00 Paul Lechem 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity  issues. 

***Restricted due to a potential conflict of interest. 

 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 23 Jun 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 148 44.7%  Sector Outperformer (Buy) 148 100.0% 

Sector Performer (Hold/Neutral) 146 44.1%  Sector Performer (Hold/Neutral) 141 96.6% 

Sector Underperformer (Sell) 24 7.3%  Sector Underperformer (Sell) 21 87.5% 

Restricted 12 3.6%  Restricted 12 100.0% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe  

(as of 23 Jun 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 2 40.0%  Sector Outperformer (Buy) 2 100.0% 

Sector Performer (Hold/Neutral) 2 40.0%  Sector Performer (Hold/Neutral) 2 100.0% 

Sector Underperformer (Sell) 1 20.0%  Sector Underperformer (Sell) 1 100.0% 

Restricted 0 0.0%  Restricted 0 0.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  EMA, ENB, FTS, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector  Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 

at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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Legal Disclaimer 
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Exchange and a Member of the Canadian Investor Protection Fund, (b) in the United Kingdom, CIBC World Markets plc, 
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Fortis Inc. 
Q2 Slightly Below Expectations On Lower Gas, 
Generation Earnings 

 Fortis reported Q2/11 EPS of $0.33 vs. our estimate of $0.35 (consensus 

$0.35). The variance was largely due to lower earnings from FortisBC 

Energy (higher regulator-approved expenses), Fortis Generation (lower 

production in Belize), and Fortis Properties (decrease in occupancy). 

 Earnings were still up Y/Y ($0.33 vs. $0.32 in Q2/10), largely reflecting a 

higher rate base (especially at company's regulated utilities in Western 

Canada). Fortis is on track for its $1.2 bln. capex program in 2011, and has 

raised its 5-year (2011-2015) capex budget to $5.7 bln. (up $0.2 bln.). 

 In Q2/11, Fortis suffered setbacks: 70% owned Belize Electricity was 

expropriated on June 20; BECOL (its Belize hydro generation facility) is 

owed US$6.5 mln.; and Fortis walked away from its acquisition of CVPS 

after a superior bid from Gaz Metro. 

 Fortis' capex program is expected to grow rate base at 6% CAGR. Fortis 

continues to seek a U.S. acquisition, and has a strong financial position. 

However, given Q2 setbacks, a slightly soft Q2, and high acquisition 

multiples, we maintain our SP rating. PT revised to $33.50 (prior $34). 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 11-110776 © 2011 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $33.50 

FTS-TSX (8/3/11) $30.87 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $28.25-$35.45 
Shares Outstanding 186.3M 

Float 186.3M Shrs 

Avg. Daily  Trading Vol.  461,847 
Market Capitalization $5,751.1M  

Div idend/Div Yield $1.16 /  3.8% 

Fiscal Year Ends  December 
Book Value $19.86 per Shr 

2011  ROE (E) 8.8% 

LT Debt $5.9B  
Preferred $912.00M 

Common Equity  $3.7B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2010       $1.65A  
2011 $1.74E $1.72E  

2012 $1.83E $1.81E  

P/E 
2010       18.7x 
2011 17.7x 17.9x 
2012 16.9x 17.1x 

      
Dividend Per Share 

2010 $1.12A 
2011 $1.16E 
2012 $1.20E 

  
Yield  

2010 3.6% 
2011 3.8% 
2012 3.9% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/


Q2 Slightly Below Expectations On Lower Gas, Generation Earnings - August 03, 2011 

2  

Fortis Inc. Sector Performer
FTS - TSX 8/3/11 $30.87 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $33.50 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data.

Market Data

Share Price $30.87 Net Debt 5,559

Shares Outstanding 186 Non Control Int. 178

Market Capitalization 5,751 Preferred Shares 912

Enterprise Value 12,400

Valuations 2009A 2010A 2011E 2012E

P/E 20.4x 18.7x 17.9x 17.1x

EV/EBITDA 11.5x 10.6x 10.0x 9.3x

Pipeline And Utilities Sector Average

P/E 18.0x 18.0x 17.5x 17.5x

EV/EBITDA 11.9x 11.4x 9.6x 9.1x

Other Data 2009A 2010A 2011E 2012E

Dividend Per Share $1.04 $1.12 $1.16 $1.20

Dividend Yield 3.4% 3.6% 3.8% 3.9%

Payout Ratio 68.7% 67.9% 67.6% 66.5%

Book Value Per Share $18.64 $18.97 $20.22 $20.99

Price / Book Value 1.7x 1.6x 1.5x 1.5x

Cash Per Share $0.50 $0.63 $0.69 $0.99

Debt / Total Capital 59.8% 57.9% 56.6% 57.5%

Net Debt/EBITDA 5.4x 5.1x 5.0x 4.9x

Income Statement 2009A 2010A 2011E 2012E

FortisBC Energy 117 130 141 155

FortisAlberta 60 68 78 89

FortisBC Electric 37 42 49 52

Newfoundland Power 32 35 33 34

Other Canadian Electric Utilities 17 19 21 21

Central Vermont Public Service (CVPS) 0 0 0 0

Regulated Electric Utilities - Carribean 25 23 25 25

Fortis Generation 16 20 20 20

Fortis Properties 24 26 25 25

Corporate (72) (78) (80) (80)

Operating Earnings 256 285 311 341

Unusual Items 6 0 0 0

Reported Earnings 262 285 311 341

Operating EPS $1.51 $1.65 $1.72 $1.81

Reported EPS $1.54 $1.65 $1.72 $1.81

Shares Outstanding 171 174 187 189

EBITDA 1,078 1,170 1,237 1,338

Cash Flow 2009A 2010A 2011E 2012E

Earnings (incl. pref share dividends) 280 323 339 369

Depreciation and Amortization 364 410 411 448

Total Operating Cash Flow 637 732 750 817

Capital Expenditures 940 1,024 1,212 1,154

Dividends 161 230 254 265

Net Long Term Debt Proceeds 557 194 294 481

Balance Sheet 2009A 2010A 2011E 2012E

Cash & Cash Equivalents 85 109 129 187

Utility Capital Assets / Income Properties 8,246 8,762 9,508 10,114

Total Assets 12,160 12,903 13,668 14,333

Current Liabilities 1,594 1,517 1,517 1,517

Debt (incl. Current and Short Term Borrowings) 5,915 6,023 6,317 6,798

Future Income Taxes 5 (3) 0 0

Non Controlling Interests 123 162 153 144

Preferred Shares 667 912 912 912

Shareholders' Equity 3,540 3,897 4,377 4,570

Total Shareholders' Equity And Liabilities 12,160 12,903 13,668 14,333

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, the Caribbean, and non-regulated power generation and real estate assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Mar 31, 2011)
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Source:  Company reports and CIB C World Markets Inc.
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Q2/11 – Slightly Below Consensus  

Fortis (FTS-SP) reported Q2/11 results, with EPS of $0.33, slightly below our 

estimate of $0.35 (consensus $0.35). The main variances to expectations were 

lower earnings from: 

(1) FortisBC Energy (formerly Terasen Gas), due to timing of regulator 

approved increases in operating expenses. 

(2) Non-regulated Fortis Generation, given decreased production in Belize due 

to lower rainfall. 

(3) Non-regulated Fortis Properties, given a 2.2% decrease in hotel occupancy 

and a 1.4% decrease in occupancy in commercial/retail real estate. 

Capital Spending On Track 
Earnings were still up Y/Y ($0.33 versus $0.32 in Q2/10), largely driven by rate 

base growth, especially in the Western Canadian regulated utilities. The 

company is on track for its $1.2 billion capital program in 2011, with $519 

million spent through H1/11. The company also slightly raised its 5-year (2011-

2015) capital plan to $5.7 billion from $5.5 billion, reflecting higher planned 

spending at FortisBC Energy.  

The company has substantially completed work on many major projects, 

including its $214 million LNG storage facility on Vancouver Island and $126 

million Automated Metering Project in Alberta, and expects to reach substantial 

completion later in the year on the $105 million Okanagan Transmission 

Reinforcement Project. The Waneta Dam Expansion project is on 

budget/schedule. 

Q2/11 Setbacks 
As has been previously noted, Fortis suffered setbacks in Q2/11:  

(1) On June 20, the government of Belize expropriated Fortis’ 70% interest in 

Belize Electricity (BEL). Fortis is starting to pursue legal avenues to seek 

compensation, although this will likely be a lengthy process. The book value 

of BEL was $112 million; the company does not anticipate writing this value 

down until there is further clarity on the situation. The company’s BECOL 

hydro generation facility remains, for now, unaffected (and management 

does not believe the government has any current intent to expropriate the 

facility), although it is currently owed US$6.5 million from BEL (after 

receiving a US$0.5 million payment in July). BECOL’s book value is $150 

million. 

(2) On May 30, Fortis announced an agreement to acquire CVPS (CV-NYSE) at a 

total value of US$700 million, including acquired debt. On June 23, CVPS 

received an unsolicited offer from Gaz Metro, which was subsequently 

deemed a superior offer to Fortis. Subsequently, on July 12, Fortis 

terminated the acquisition agreement, collecting a US$17.5 million 

termination fee plus US$2 million in expenses.  
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Maintain Sector Performer 
Fortis continues to progress its capital spending program, which is expected to 

result in 6% rate base CAGR. Furthermore, the company has a strong financial 

position, with (at quarter end) $1.5 billion of unused credit facilities and $298 

million in cash due to a $300 million equity offering in June. The company 

continues to seek U.S. acquisition targets. 

Nevertheless, given the above-noted setbacks in the quarter and the slightly 

lower-than-expected Q2/11 results, we believe short-term upside is more limited 

and continue to rate Fortis as Sector Performer, with a $33.50 price target 

(down slightly from prior $34 to reflect Q2/11 results and updated outlook).  

Q2/11 Results 
Fortis reported adjusted Q2/11 EPS of $0.33, up from $0.32 in Q2/10, and 

modestly below our $0.35 expectation (consensus $0.35). The main variance 
from our estimates was lower-than-expected earnings from FortisBC Energy, 

and a lower-than-expected contribution from its non-regulated businesses 

(Fortis Generation and Fortis Properties). 

Exhibit 1. Q2/11 Results ($ mlns., except per share) 

Segmented Earnings  Q2/11A Q2/11E Q2/10A 
    

Regulated Utilities    

FortisBC Energy 15  19  17  

FortisAlberta 19  18  17  

FortisBC Electric 9  9  8  

New foundland Power 11  10  11  

Other Canadian Electric Utilities 6  4  4  

Regulated Electric Utilities – Caribbean 7  7  7  

Total Regulated Utilities 67  67  64  

 
      

Non-regulated Operations       

Fortis Generation 2  6  3  

Fortis Properties 7  9  8  

Total Non-regulated Operations 9  15  11  

 
      

Corporate (18) (20) (20) 

Operating Earnings For Common 58  62  55  

 
      

Unusual Items 0  0  0  

Reported Earnings 58  62  55  

 
      

Weighted Average Shares Outstanding (mlns.) 177  177  172  

 
      

Operating EPS 0.33  0.35  0.32  

Reported EPS 0.33  0.35  0.32  

 
      

Div idend Per Share 0.29  0.29  0.28  

Pay out Ratio 88.6% 82.3% 87.8% 

Source:  CIB C World Markets Inc.  
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Regulated Utilities: 

 FortisBC Energy: FortisBC Energy earnings totaled $15 million in Q2/11, 

compared to $17 million in Q2/10 and our estimate of $19 million. The 

variance from our estimate is the result of the timing of an increase in 

regulator-approved operating expenses, driven by labor and benefit costs 

and consulting expenses. Q2 and Q3 are FortisBC Energy’s seasonally 

weakest quarters, with most of its earnings coming in Q1 and Q4. 

 FortisAlberta: FortisAlberta contributed $19 million to earnings in Q2/11, 

versus $17 million in Q2/10, and our $18 million estimate. The Y/Y increase 

is mainly due to $2.5 million of accrued revenue recognized in Q2/11 

associated with the cumulative return and amortization on the additional 

capex included in rate base associated with the Automated Metering Project. 

 FortisBC Electric: FortisBC Electric earnings totaled $9 million in Q2/11, 

compared to $8 million in Q2/10, and our $9 million estimate. The Y/Y 

increase reflects rate base growth, as well as lower-than-expected average 

market-priced purchased power costs. 

 Newfoundland Power: Newfoundland Power earnings were $11 million in 

the quarter, compared to $11 million in Q2/10 and our $10 million estimate. 

Y/Y results were flat as electricity sales growth and lower effective corporate 

income taxes were offset by lower customer rates due to a lower allowed 

ROE in 2011. 

 Other Canadian Electric Utilities: Other Canadian Electric Utilities 

contributed earnings of $6 million in the quarter, up from $4 million in Q2/10 

and above our $4 million estimate. The variance from our estimate was due 

to lower effective corporate income taxes. 

 Caribbean Utilities: Caribbean Utilities earnings contribution totaled $7 

million, versus $7 million in Q2/10 and our $7 million estimate. The 

reduction of costs and improving efficiencies and a positive commercial 

customer billing adjustment at Caribbean Utilities were offset by lower 

electricity sales on Grand Cayman and removal of Belize Electricity from 

consolidated results effective June 20, 2011, the day the Government of 

Belize expropriated Fortis’ 70% interest in Belize Electricity. 

Non-Regulated Businesses: 

 Fortis Generation: Fortis Generation earnings totaled $2 million, down 
from $3 million in Q2/10 and below our $6 million estimate. Lower-than-

expected results reflected lower production in Belize due to lower rainfall and 
higher finance charges. 

 
 Fortis Properties: Fortis Properties earnings came in at $7 million in 

Q2/11, compared to $8 million in Q2/10 and our $9 million estimate. The 

variance from our estimate reflects higher operating costs due to inflationary 
pressures, and the lower performance of hotel operations due to decreased 

occupancies in western Canada. 

Revising Estimates 

We have made minor changes to our estimates to reflect slightly lower expected 

earnings in Fortis’ non-regulated operations (Fortis Generation and Fortis 

Properties). We have also updated our forecasts for the regulated bus inesses, 

mainly to reflect recently filed rate applications. As a result of these changes , 

our 2011 EPS estimate declines from $1.74 to $1.72, while our 2012 EPS 

estimate declines from $1.83 to $1.81. 
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Exhibit 2. Summary Financial Forecast ($ mlns., except per share)  

  2011E 2012E 

Segmented Earnings  2010A Previous Current Previous Current 
      

Regulated Utilities      

FortisBC Energy 130  143  141  158  155  

FortisAlberta 68  76  78  86  89  

FortisBC Electric 42  50  49  55  52  

New foundland Power 35  33  33  33  34  

Other Canadian Electric Utilities 19  19  21  19  21  

Regulated Electric Utilities – Caribbean 23  25  25  25  25  

Total Regulated Utilities 317  346  346  376  376  

 
          

Non-regulated Operations           

Fortis Generation 20  22  20  22  20  

Fortis Properties 26  27  25  27  25  

Total Non-regulated Operations 46  49  45  49  45  

 
          

Corporate (78) (80) (80) (80) (80) 

Operating Earnings For Common 285  314  311  344  341  

 
          

Unusual Items 0  0  0  0  0  

Reported Earnings 285  314  311  344  341  

 
          

Weighted Average Shares Outstanding (mlns.) 173  181  181  188  188  

 
          

Operating EPS 1.65  1.74  1.72  1.83  1.81  

Reported EPS 1.65  1.74  1.72  1.83  1.81  

 
          

Dividend Per Share 1.12  1.16  1.16  1.20  1.20  

Pay out Ratio 67.9% 66.8% 67.6% 65.5% 66.5% 

Source:  CIB C World Markets Inc.  

Price Target Calculation 

We are reducing our price target from $34.00 to $33.50 as a result of our 

reduced estimates. Our $33.50 price target equates to a P/E multiple of 18.5x 

our 2012 estimate, a premium to the group average given Fortis’ solid, and for 

the most part low-risk, growth outlook. 

Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close a 

transaction), and operation and regulatory risks of the acquired 

organization. 
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 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC-SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2010 Current $0.58A $0.32A $0.26A $0.49A $1.65A 

2011 Prior $0.67A $0.35E $0.25E $0.48E $1.74E 

2011 Current $0.67A $0.33A $0.24E $0.49E $1.72E 

2012 Prior -- -- -- -- $1.83E 

2012 Current -- -- -- -- $1.81E 
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IMPORTANT DISCLOSURES: 

Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this repo rt, 

CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 

discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 

 

Stock Prices as of 08/03/2011: 

SNC-Lavalin Group Inc. (2g, 7) (SNC-TSX, $54.03, Sector Outperformer) 

 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets Inc.: 

 

Stock Prices as of 08/03/2011: 

Central Vermont Public Service Corp. (CV-NYSE, US$35.12, Not Rated) 

 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 

Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 

1 CIBC World Markets Corp. makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 

5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 

8 An executive of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has 

provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 

director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 

World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

08/10/2008   26.76 SP 30.50 Petro Panarites, CFA 

11/02/2008   26.30 SP 28.50 Petro Panarites, CFA 

12/02/2008   27.00 R - Petro Panarites, CFA 

12/19/2008   24.34 SP 28.50 Petro Panarites, CFA 

01/20/2009   23.33 SP 28.00 Petro Panarites, CFA 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 

05/24/2011     33.18 SP 34.50 Paul Lechem 

05/30/2011   32.97 R - Paul Lechem 

06/15/2011   31.35 SP 34.50 Paul Lechem 

06/15/2011   31.35 SP 35.00 Paul Lechem 

07/20/2011   31.99 SP 34.00 Paul Lechem 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity  issues. 

***Restricted due to a potential conflict of interest. 

 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 03 Aug 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 148 43.8%  Sector Outperformer (Buy) 148 100.0% 

Sector Performer (Hold/Neutral) 151 44.7%  Sector Performer (Hold/Neutral) 148 98.0% 

Sector Underperformer (Sell) 25 7.4%  Sector Underperformer (Sell) 23 92.0% 

Restricted 13 3.8%  Restricted 12 92.3% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe  

(as of 03 Aug 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 2 40.0%  Sector Outperformer (Buy) 2 100.0% 

Sector Performer (Hold/Neutral) 2 40.0%  Sector Performer (Hold/Neutral) 2 100.0% 

Sector Underperformer (Sell) 1 20.0%  Sector Underperformer (Sell) 1 100.0% 

Restricted 0 0.0%  Restricted 0 0.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  EMA, ENB, FTS, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest info rmation, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 

at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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required to effect transactions (other than negotiating their terms) in securities discussed in the report through CIBC 

World Markets Corp. (the U.S. broker-dealer). 

        This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World 

Markets in Canada, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any 

jurisdiction where such offer or solicitation would be prohibited. This document and any of the products and information 

contained herein are not intended for the use of private investors in the United Kingdom. Such investors will not be able 

to enter into agreements or purchase products mentioned herein from CIBC World Markets plc. The comments and views 

expressed in this document are meant for the general interests of wholesale clients of CIBC Australia Limited. 

        The securities mentioned in this report may not be suitable  for all types of investors.  This report does not take into 

account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets.  

Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 

on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
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apparent authority to act on behalf of any issuer mentioned in the report.  Before making an investment decision with 
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tax consequences of investments.  As with any investment having potential tax implications, clients should consult with 

their own independent tax adviser. This report may provide addresses of, or contain hyperlinks to, Internet web sites.  

CIBC World Markets has not reviewed the linked Internet web site of any third party and takes no responsibility for the 

contents thereof.  Each such address or hyperlink is provided solely for the recipient's convenience and information, and 

the content of linked third-party web sites is not in any way incorporated into this document.  Recipients who choose to 

access such third-party web sites or follow such hyperlinks do so at their own risk. Although each company issuing this 

report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce ("CIBC"), each is solely responsible for its 

contractual obligations and commitments, and any securities products offered or recommended to or purchased or sold 

in any client accounts (i) will not be insured by the Federal Deposit Insurance Corporation ("FDIC"), the Canada Deposit 

Insurance Corporation or other similar deposit insurance, (ii) will not be deposits or other obligations of CIBC, (iii) will 

not be endorsed or guaranteed by CIBC, and (iv) will be subject to investment risks, including possible loss of the 

principal invested.  The CIBC trademark is used under license. 

        © 2011 CIBC World Markets Inc.  All rights reserved.  Unauthorized use, distribution, dup lication or disclosure 
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November 3, 2011  Pipelines, Utilities, & Power 
 
 

Fortis Inc. 
In-line Q3, No Change To Outlook 

 Fortis reported Q3/11 adjusted EPS of $0.25 vs. our $0.24 estimate 

(consensus $0.23). Our adjusted EPS figure excludes the $11 million after-

tax fee ($0.06/share) paid to Fortis in July 2011 from the termination of the 

merger agreement between Fortis and Central Vermont Public Service. 

 Regulated utility results were in line with expectations, while slightly lower 

non-regulated results were offset by lower corporate costs. Results declined 

y/y from $0.26 in EPS in Q3/10 due to the issuance of 10.3 million shares in 

June 2011 associated with the unsuccessful attempt to acquire CVPS. 

 On November 2, FortisBC filed an application to amalgamate its three 

natural gas utilities into one legal entity, and implement common rates and 

services for these customers across the province, starting January 1, 2013. 

This proposal is revenue neutral to FortisBC. 

 There has been no change to Fortis' outlook. The company is still in the 

early stages of its 5-year, $5.7 billion capital expenditure program, and 

continues to evaluate acquisition opportunities. Fortis offers strong, stable 

growth, and its multiple reflects that. We maintain SP rating and $33.50 PT. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 11-112566 © 2011 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $33.50 

FTS-TSX (11/3/11) $34.06 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $28.24-$35.45 
Shares Outstanding 186.9M 

Float 186.9M Shrs 

Avg. Daily  Trading Vol.  475,146 
Market Capitalization $6,367.0M  

Div idend/Div Yield $1.16 /  3.4% 

Fiscal Year Ends  December 
Book Value $20.33 per Shr 

2011  ROE (E) 8.8% 

LT Debt $5.8B  
Preferred $912.00M 

Common Equity  $3.8B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2010       $1.65A  
2011 $1.72E $1.72E  

2012 $1.81E $1.81E  

P/E 
2010       20.6x 
2011 19.8x 19.8x 
2012 18.8x 18.8x 

      
Dividend Per Share 

2010 $1.12A 
2011 $1.16E 
2012 $1.20E 

  
Yield  

2010 3.3% 
2011 3.4% 
2012 3.5% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Fortis Inc. Sector Performer
FTS - TSX 11/3/11 $34.06 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $33.50 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data.

Market Data

Share Price $34.06 Net Debt 5,729

Shares Outstanding 187 Non Control Int. 205

Market Capitalization 6,367 Preferred Shares 912

Enterprise Value 13,213

Valuations 2009A 2010A 2011E 2012E

P/E 22.5x 20.6x 19.8x 18.8x

EV/EBITDA 12.3x 11.3x 10.6x 9.8x

Pipeline And Utilities Sector Average

P/E 20.2x 19.3x 18.6x 17.7x

EV/EBITDA 12.4x 11.8x 10.0x 9.5x

Other Data 2009A 2010A 2011E 2012E

Dividend Per Share $1.04 $1.12 $1.16 $1.20

Dividend Yield 3.1% 3.3% 3.4% 3.5%

Payout Ratio 68.7% 67.9% 67.5% 66.5%

Book Value Per Share $18.64 $18.97 $20.16 $20.93

Price / Book Value 1.8x 1.8x 1.7x 1.6x

Cash Per Share $0.50 $0.63 $0.70 $0.95

Debt / Total Capital 59.8% 57.9% 56.6% 57.4%

Net Debt/EBITDA 5.4x 5.1x 5.0x 4.9x

Income Statement 2009A 2010A 2011E 2012E

FortisBC Energy 117 130 141 155

FortisAlberta 60 68 78 89

FortisBC Electric 37 42 49 52

Newfoundland Power 32 35 33 34

Other Canadian Electric Utilities 17 19 21 21

Regulated Electric Utilities - Carribean 25 23 25 25

Fortis Generation 16 20 18 20

Fortis Properties 24 26 23 24

Corporate (72) (78) (76) (79)

Operating Earnings 256 285 312 342

Unusual Items 6 0 0 0

Reported Earnings 262 285 312 342

Operating EPS $1.51 $1.65 $1.72 $1.81

Reported EPS $1.54 $1.65 $1.72 $1.81

Shares Outstanding 171 174 188 190

EBITDA 1,078 1,170 1,242 1,343

Cash Flow 2009A 2010A 2011E 2012E

Earnings (incl. pref share dividends) 280 323 340 370

Depreciation and Amortization 364 410 413 446

Total Operating Cash Flow 637 732 753 816

Capital Expenditures 940 1,024 1,212 1,162

Dividends 161 230 255 266

Net Long Term Debt Proceeds 557 194 294 481

Balance Sheet 2009A 2010A 2011E 2012E

Cash & Cash Equivalents 85 109 131 181

Utility Capital Assets / Income Properties 8,246 8,762 9,506 10,121

Total Assets 12,160 12,903 13,669 14,334

Current Liabilities 1,594 1,517 1,517 1,517

Debt (incl. Current and Short Term Borrowings) 5,915 6,023 6,317 6,798

Future Income Taxes 5 (3) 0 0

Non Controlling Interests 123 162 153 144

Preferred Shares 667 912 912 912

Shareholders' Equity 3,540 3,897 4,378 4,571

Total Shareholders' Equity And Liabilities 12,160 12,903 13,669 14,334

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, the Caribbean, and non-regulated power generation and real estate assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Mar 31, 2011)
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Source:   Company reports and CIB C World Markets Inc..
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In-line Q3 

Fortis (FTS-SP) reported adjusted Q3/11 EPS of $0.25 versus consensus of 

$0.23, and our $0.24 estimate. Total reported EPS of $0.31 included a US$19.5 

million payment ($11 million after tax, or $0.06 EPS) related to the break fee 

and costs payable to Fortis on termination of the acquisition of Central Vermont 

Public Service (CVPS) due to a superior offer from Gaz Metro.   

Regulated utility results were generally in line with expectations across all 

segments. Results from non-regulated operations were slightly lower-than-

expected due to decreased generation resulting from lower rainfall in Belize 

(Fortis Generation) and higher administrative expenses (Fortis Properties). This 

was offset by lower corporate costs due to FX gains. Results declined y/y ($0.26 

in Q3/10) as a result of the issuance of 10.3 million shares in June 2011 

associated with the unsuccessful attempt to acquire CVPS. Q3 is Fortis’ 

seasonally weakest quarter, with the majority of earnings growth taking place in 

Q1 and Q4. 

Proposal To Merge FortisBC Gas Utilities 

FortisBC has filed an application with the British Columbia Utilities Commission 

(BCUC) to amalgamate its three natural gas utilities into one legal entity, and 

implement common rates and services for these customers across the province, 

starting January 1, 2013. This application is revenue neutral to FortisBC, and is 

expected to provide lower rates to some customers (specifically Vancouver 

Island, Sunshine Coast, and Whistler customers), along with greater rate 

stability, consistency in programs and services, and greater reporting and 

operating efficiencies. 

Currently, FortisBC provides natural gas to customers under three separate legal 

entities [FortisBC Energy Inc., FortisBC Energy (Vancouver Island) Inc., and 

FortisBC Energy (Whistler) Inc.] with entity-specific rate structures. These 

separate entities were formed as various natural gas utilities were acquired 

across the province. Each entity provides different service offerings by region, 

such as energy efficiency and conservation initiatives or renewable natural gas. 

The company’s electric operations will remain a separate utility with a separate 

legal name, Fortis BC Inc., with separate rates and service offerings for 

electricity customers. 

Outlook Unchanged 

Fortis’ outlook remains unchanged. There have been no significant ROE changes 

at the various regulated utilities, although Fortis has generally applied for 

customer rate increases reflecting recent and ongoing investments to grow rate 

base. The company is still in the early stages of a five-year, $5.7 billion capital 

expenditure program (through 2015), expecting to spend $1.2 billion in 2011 

and a comparable amount in 2012. The failed CVPS acquisition leaves Fortis with 

a strong balance sheet to fund future transactions, with the company continuing 

to evaluate prospects for acquiring electric and gas utilities in the U.S. and 

Canada. We are maintaining our Sector Performer rating and $33.50 price 

target. 



In-line Q3, No Change To Outlook - November 03, 2011 

4  

Q3/11 Results 
Fortis reported adjusted Q3/11 EPS of $0.25, versus $0.26 in Q3/10, and in line 
with our $0.24 expectation (consensus $0.23). Our $0.25 adjusted EPS figure 

excludes the $11 million after-tax fee ($0.06/share) paid to Fortis in July 2011 

from the termination of the merger agreement between Fortis and Central 
Vermont Public Service (CVPS). 

Exhibit 1. Q3/11 Results ($ mlns., except per share) 

Segmented Earnings  Q3/11A Q3/11E Q3/10A 
    

Regulated Utilities    

FortisBC Energy (3) (4) (5) 

FortisAlberta 19  19  19  

FortisBC Electric 10  11  11  

New foundland Power 8  8  8  

Other Canadian Electric Utilities 6  5  5  

Regulated Electric Utilities – Caribbean 6  7  8  

Total Regulated Utilities 46  46  46  

 
      

Non-regulated Operations       

Fortis Generation 8  9  9  

Fortis Properties 9  10  9  

Total Non-regulated Operations 17  19  18  

 
      

Corporate (16) (20) (19) 

Operating Earnings For Common 47  45  45  

 
      

Unusual Items 11  0  0  

Reported Earnings 58  45  45  

 
      

Weighted Average Shares Outstanding (mlns.) 187  186  173  

 
      

Operating EPS 0.25  0.24  0.26  

Reported EPS 0.31  0.24  0.26  

 
      

Div idend Per Share 0.29  0.29  0.28  

Pay out Ratio 115.1% 120.4% 107.8% 

Source:  CIB C World Markets Inc.  

Regulated Utilities: 

 FortisBC Energy: FortisBC Energy losses totaled $3 million in Q3/11, 

compared to $5 million in losses in Q3/10 and our estimate of $4 million in 

losses. Q3 is FortisBC Energy’s seasonally weakest quarter, with most of its 

earnings coming in Q1 and Q4. The y/y improvement reflects rate base 

growth and the timing of operating expenses. 

 FortisAlberta: FortisAlberta contributed $19 million to earnings in Q3/11, 

versus $19 million in Q3/10, and our $19 million estimate. Y/Y results were 

flat reflecting rate base growth in 2011 offset by the recording of the 

cumulative impact of a positive revenue requirement regulatory decision in 

Q3/10. 
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 FortisBC Electric: FortisBC Electric earnings totaled $10 million in Q3/11, 

compared to $11 million in Q3/10, and our $11 million estimate. The modest 

y/y decline reflects higher effective corporate income taxes and lower 

capitalized allowance for funds used during construction (AFUDC) due to 

fewer assets under construction in 2011, partially offset by rate base 

growth. 

 Newfoundland Power: Newfoundland Power earnings were $8 million in 

the quarter, compared to $8 million in Q3/10 and our $8 million estimate. 

Y/Y results were flat as electricity sales growth and lower effective corporate 

income taxes were offset by lower customer rates due to a lower allowed 

ROE in 2011. 

 Other Canadian Electric Utilities: Other Canadian Electric Utilities 

contributed earnings of $6 million in the quarter, up from $5 million in Q3/10 

and above our $5 million estimate. The modest outperformance reflects a 

higher allowed ROE at Algoma Power and lower effective corporate income 

taxes at FortisOntario. 

 Caribbean Utilities: Caribbean Utilities earnings contribution totaled $6 

million, versus $8 million in Q3/10 and our $7 million estimate. The y/y 

decline reflects the removal of Belize Electricity from consolidated results 

(expropriated by the Government of Belize in June 2011) which contributed 

$2 million to earnings in Q3/10. An independent valuation is underway in 

preparation for Fortis to seek compensation from the Government of Belize, 

and Fortis expects to submit its claim to the government in Q4/11. We do 

not expect a quick resolution to this situation. 

Non-Regulated Businesses: 

 Fortis Generation: Fortis Generation earnings totaled $8 million, from $9 
million in Q3/10 and below our $9 million estimate. Results were moderately 

lower-than-expected due to decreased production in Belize resulting from 

lower rainfall associated with a longer dry season in 2011. 
 

 Fortis Properties: Fortis Properties earnings came in at $9 million in 
Q3/11, compared to $9 million in Q3/10 and our $10 million estimate. 

Results were slightly below expectations as a result of higher administrative 

expenses. 
 

 Corporate: Corporate expenses totaled $16 million in the quarter, down 
from $19 million in Q3/10 and below our $20 million estimate, reflecting 

foreign exchange gains in Q3/11. 

EPS Estimates Unchanged 

We have made minor modifications to our estimates (modestly lower non-

regulated earnings offset by lower corporate expenses) mainly to reflect year-to-

date results. Our 2011 and 2012 EPS estimates remain unchanged at $1.72 and 

$1.81, respectively. 
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Exhibit 2. Summary Financial Forecast ($ mlns., except per share)  

  2011E 2012E 

Segmented Earnings  2010A Previous Current Previous Current 
      

Regulated Utilities      

FortisBC Energy 130  141  141  155  155  

FortisAlberta 68  78  78  89  89  

FortisBC Electric 42  49  49  52  52  

New foundland Power 35  33  33  34  34  

Other Canadian Electric Utilities 19  21  21  21  21  

Regulated Electric Utilities – Caribbean 23  25  25  25  25  

Total Regulated Utilities 317  346  347  376  376  

 
          

Non-regulated Operations           

Fortis Generation 20  20  18  20  20  

Fortis Properties 26  25  23  25  24  

Total Non-regulated Operations 46  45  41  45  45  

 
          

Corporate (78) (80) (76) (80) (79) 

Operating Earnings For Common 285  311  312  341  342  

 
          

Unusual Items 0  0  0  0  0  

Reported Earnings 285  311  312  341  342  

 
          

Weighted Average Shares Outstanding (mlns.) 173  181  181  188  189  

 
          

Operating EPS 1.65  1.72  1.72  1.81  1.81  

Reported EPS 1.65  1.72  1.72  1.81  1.81  

 
          

Div idend Per Share 1.12  1.16  1.16  1.20  1.20  

Pay out Ratio 67.9% 67.6% 67.5% 66.5% 66.5% 

Source:  CIB C World Markets Inc.  

Price Target Calculation 

Our price target is based on a discounted cash flow analysis, which captures the 

expected cash flow growth from Fortis’ five-year, $5.7 billion capital spending 

program. The price target of $33.50 equates to a P/E multiple of 18.5x our 2012 

estimate, a premium to the group average given, in our view, Fortis’ solid, 

low-risk, growth outlook. 

Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close a 

transaction), operation and regulatory risks of the acquired organization. 
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 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC-SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2010 Current $0.58A $0.32A $0.26A $0.49A $1.65A 

2011 Prior $0.67A $0.33A $0.24E $0.49E $1.72E 

2011 Current $0.67A $0.33A $0.25A $0.48E $1.72E 

2012 Prior -- -- -- -- $1.81E 

2012 Current -- -- -- -- $1.81E 
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IMPORTANT DISCLOSURES: 

Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this repo rt, 

CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 

discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 

 

Stock Prices as of 11/03/2011: 

SNC-Lavalin Group Inc. (2g, 7) (SNC-TSX, $51.86, Sector Outperformer) 

 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets Inc.: 

 

Stock Prices as of 11/03/2011: 

Gaz Métro Limited Partnership (GZM.UN-TSX, $16.87, Not Rated) 

 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 

Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 

1 CIBC World Markets Corp. makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 

5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 

8 An executive of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has 

provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 

director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 

World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

12/02/2008   27.00 R - Petro Panarites, CFA 

12/19/2008   24.34 SP 28.50 Petro Panarites, CFA 

01/20/2009   23.33 SP 28.00 Petro Panarites, CFA 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 

05/24/2011     33.18 SP 34.50 Paul Lechem 

05/30/2011   32.97 R - Paul Lechem 

06/15/2011   31.35 SP 34.50 Paul Lechem 

06/15/2011   31.35 SP 35.00 Paul Lechem 

07/20/2011   31.99 SP 34.00 Paul Lechem 

08/03/2011   30.87 SP 33.50 Paul Lechem 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 

***Restricted due to a potential conflict of interest. 

 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 03 Nov 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 158 45.3%  Sector Outperformer (Buy) 150 94.9% 

Sector Performer (Hold/Neutral) 150 43.0%  Sector Performer (Hold/Neutral) 132 88.0% 

Sector Underperformer (Sell) 27 7.7%  Sector Underperformer (Sell) 24 88.9% 

Restricted 13 3.7%  Restricted 12 92.3% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe  

(as of 03 Nov 2011) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 1 20.0%  Sector Outperformer (Buy) 1 100.0% 

Sector Performer (Hold/Neutral) 3 60.0%  Sector Performer (Hold/Neutral) 3 100.0% 

Sector Underperformer (Sell) 1 20.0%  Sector Underperformer (Sell) 1 100.0% 

Restricted 0 0.0%  Restricted 0 0.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  EMA, ENB, FTS, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 

at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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   Earnings Update 

February 9, 2012  Pipelines, Utilities, & Power 
 
 

Fortis Inc. 
Q4 In Line. 2012: Strong Capex, Potential Pressure 
On Rates Of Return 

 Fortis reported Q4/11 EPS of $0.46 versus our estimate of $0.47 

(consensus $0.47). EPS was down Y/Y versus $0.49, reflecting the issuance 

of 10.3 mln. shares and the conversion of 1.4 mln. convertible debentures 

in 2011. Fortis will increase its dividend to $0.30/share/quarter in Q1/12. 

 Key items of note for Q4: increased earnings for FortisBC Energy due to 

rate base growth; a decrease in allowed ROE for FortisAlberta; lower 

Caribbean Utility earnings (expropriation of BEL and higher costs in Turks & 

Caicos); and lower corporate costs (debt refinancing and repayment). 

 The company had capital expenditures of $1.2 billion in 2011, with planned 

spending of $1.3 billion in 2012 ($5.5 billion through 2016), expected to 

deliver 7% rate base growth in 2012, and 5% CAGR through 2016. 

 Fortis provides a stable distribution utility platform with organic growth 

driven by a significant capex program, but faces pressures on allowed ROE 

(recently reduced in Alberta, under review in B.C.). We believe the stock is 

fairly valued, trading at 18.1x 2013 P/E. Maintain SP rating, $35 PT. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 12-114261 © 2012 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $35.00 

FTS-TSX (2/9/12) $33.79 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $28.24-$35.21 
Shares Outstanding 189.3M 

Float 189.3M Shrs 

Avg. Daily  Trading Vol.  459,853 
Market Capitalization $6,396.4M  

Div idend/Div Yield $1.20 /  3.6% 

Fiscal Year Ends  December 
Book Value $20.60 per Shr 

2012  ROE (E) 8.5% 

LT Debt $5.9B  
Preferred $912.00M 

Common Equity  $3.9B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2011 $1.71E $1.69A  
2012 $1.80E $1.78E  

2013       $1.87E  

P/E 
2011 19.8x 20.0x 
2012 18.8x 19.0x 
2013       18.1x 

      
Dividend Per Share 

2011 $1.16A 
2012 $1.20E 
2013 $1.24E 

  
Yield  

2011 3.4% 
2012 3.6% 
2013 3.7% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Fortis Inc. Sector Performer
FTS - TSX 2/9/12 $33.79 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $35.00 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data.

Market Data

Share Price $33.79 Net Debt 5,855

Shares Outstanding 189 Non Control Int. 208

Market Capitalization 6,396 Preferred Shares 912

Enterprise Value 13,371

Valuations 2010A 2011A 2012E 2013E

P/E 20.5x 20.0x 19.0x 18.1x

EV/EBITDA 11.4x 10.9x 10.4x 9.8x

Pipeline And Utilities Sector Average

P/E 19.3x 19.2x 18.4x 17.7x

EV/EBITDA 12.7x 10.8x 10.0x 9.3x

Other Data 2010A 2011A 2012E 2013E

Dividend Per Share $1.12 $1.16 $1.20 $1.24

Dividend Yield 3.3% 3.4% 3.6% 3.7%

Payout Ratio 67.9% 68.6% 67.6% 66.4%

Book Value Per Share $18.97 $20.48 $21.22 $21.99

Price / Book Value 1.8x 1.6x 1.6x 1.5x

Cash Per Share $0.63 $0.47 $0.28 $0.70

Debt / Total Capital 57.9% 54.3% 55.6% 56.2%

Net Debt/EBITDA 5.1x 4.8x 5.0x 4.9x

Income Statement 2010A 2011A 2012E 2013E

FortisBC Energy 130 139 148 156

FortisAlberta 68 75 86 95

FortisBC Electric 42 48 49 52

Newfoundland Power 35 34 35 36

Other Canadian Electric Utilities 19 22 22 23

Regulated Electric Utilities - Carribean 23 20 21 21

Fortis Generation 20 18 20 20

Fortis Properties 26 23 24 24

Corporate (78) (72) (68) (68)

Operating Earnings 285 307 338 360

Unusual Items 0 11 0 0

Reported Earnings 285 318 338 360

Operating EPS $1.65 $1.69 $1.78 $1.87

Reported EPS $1.65 $1.75 $1.78 $1.87

Shares Outstanding 174 189 192 194

EBITDA 1,170 1,228 1,281 1,365

Cash Flow 2010A 2011A 2012E 2013E

Earnings (incl. pref share dividends) 323 357 367 389

Depreciation and Amortization 410 419 426 458

Total Operating Cash Flow 732 905 794 847

Capital Expenditures 1,024 1,116 1,291 1,053

Dividends 230 205 268 278

Net Long Term Debt Proceeds 194 307 550 386

Balance Sheet 2010A 2011A 2012E 2013E

Cash & Cash Equivalents 109 89 54 135

Utility Capital Assets / Income Properties 8,762 9,281 10,046 10,540

Total Assets 12,903 13,562 14,291 14,868

Current Liabilities 1,517 1,320 1,320 1,320

Debt (incl. Current and Short Term Borrowings) 6,023 5,944 6,494 6,880

Future Income Taxes (3) 4 0 0

Non Controlling Interests 162 208 199 190

Preferred Shares 912 912 912 912

Shareholders' Equity 3,897 4,469 4,657 4,857

Total Shareholders' Equity And Liabilities 12,903 12,903 14,291 14,868

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, the Caribbean, and non-regulated power generation and real estate assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Mar 31, 2011)
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In-line Q4 

Fortis (FTS-SP) reported Q4/11 EPS of $0.46, roughly in line with our $0.47 

estimate (consensus $0.47). Net income of $86 million was up modestly (1%) 

compared to $85 million in Q4/10; however, EPS declined Y/Y versus $0.49, 

reflecting the dilution from issuance of 10.3 million shares (gross proceeds of 

$341 million) in June and July 2011, and the conversion of 1.4 million 

convertible debentures into common shares in November 2011. 

Q4/11 results generally reflected growth in Fortis’ western Canadian operations 

driven by strong customer and rate base growth in the region. FortisAlberta 

earnings in Q4 were flat Y/Y as the company recorded a $2 million rate revenue 

reduction as a result of the Q4/11 ruling (retroactive for the full-year 2011) of a 

reduction in allowed ROE from 9.00% to 8.75%.   

The company’s Caribbean operations reported weaker results both for the 

quarter (earnings of $3 million versus $4 million Y/Y) and the year ($20 million 

versus $23 million) given the mid-year 2011 expropriation of Belize Electricity by 

the government, and due to higher costs at Fortis Turks and Caicos. The non-

regulated Fortis Properties’ earnings were down Y/Y due to a benefit in 2010 on 

the future income tax liability from the reduction in corporate taxes. Corporate 

and other costs were lower than expected, reflecting lower finance charges due 

to refinancing maturing debt at lower rates, and the repayment of credit facility 

borrowings during Q3/11. 

2012: Strong Rate Base Growth, Some Risk To 
Rates Of Return 
Fortis invested $1.2 billion in capital spending in 2011, with plans for investing 

$1.3 billion in 2012. The largest capital projects planned for 2012 include: the 

ongoing construction of the $900 million Waneta Expansion Project ($254 million 

in 2012); a 12-storey office building in St. John’s, Newfoundland ($32 million); 

and ongoing replacement of utility poles in Alberta ($27 million). The remainder 

of the investment is directed to a large number of sustaining capital or smaller 

growth capital projects. This capex is expected to drive total rate base by 7% in 

2012, and an average of 5% CAGR through to 2016. 

A potential offset to this is downward pressure on regulated rates of return. In 

December 2011, the Alberta Utilities Commission (AUC) reduced FortisAlberta’s 

allowed ROE for 2011 from 9.00% to 8.75% (applied retroactively for the year). 

In B.C., Fortis’ gas and electric utilities are both starting a regulator-initiated 

cost of capital review, with decisions expected by October 2012. The B.C. 

utilities are currently at higher allowed ROEs than Alberta – 9.90% for FortisBC 

Electric, 9.50% for FortisBC Energy – suggesting that there exists downside risk. 

We are reducing our ROE assumptions for both B.C. utilities by 50 bps for 2012 

onward. We note that the B.C. utilities collectively account for forecast 2012 rate 

base of $4.7 billion – over half of the company’s total forecast rate base of $8.7 

billion – and thus have a meaningful impact on overall company results. 

On a positive note, Newfoundland Power has received regulatory approval to 

suspend use of the automatic ROE adjustment formula which has resulted in 

ever lower allowed ROEs as interest rates decline (2011 ROE was 8.38%; 2012 

was calculated at 7.85% under the formula). We view the 2011 allowed ROE of 

8.38% as a floor, and even see the potential for modest upward movement in 

this rate. 
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Solid Business, But Fully Valued 
Fortis is a well-managed utility, with solid mid-single-digit organic growth driven 

by a sizable capital spending program. Possible downward revisions in allowed 

ROE for the B.C. utilities represent a modest short-term headwind. The company 

continues to evaluate acquisition opportunities which could provide upside mid- 

to longer term. The company announced in December that it will increase its 

quarterly dividend to $0.30/share (up from $0.29/share), effective for Q1/2012. 

Nevertheless, with the stock trading at 18.1x our estimated 2013 earnings, we 

believe that Fortis’ outlook is already fairly reflected in its valuation, and we are 

maintaining our Sector Performer rating and $35 price target. 

Q4/11 Results 
Fortis reported adjusted Q4/11 EPS of $0.46, versus $0.49 in Q4/10, 

and basically in line with our $0.47 expectation (consensus $0.47). The Y/Y 

decline reflects the impact of the issuance of 10.3 million shares in June and July 

2011 and the conversion of 1.4 million convertible debentures to common 

shares in November 2011. The main differences versus our expectations 

were from modestly lower FortisBC Energy earnings (highly seasonal 

business which is difficult to accurately pinpoint on a quarterly basis), lower 

Caribbean Utilities earnings (higher operating costs and amortization than 

expected in Turks and Caicos), partially offset by lower corporate and other 

costs (lower finance charges). 

In December, Fortis announced that it is increasing its dividend from 

$1.16/share annually ($0.29/share quarterly) to $1.20/share annually 

($0.30/share quarterly) beginning with the Q1/12 dividend payable on March 1, 

2012. 
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Exhibit 1. Q4/11 Results ($ mlns., except per share) 

Segmented Earnings  Q4/11A Q4/11E Q4/10A 
    

Regulated Utilities    

FortisBC Energy 51  53  45  

FortisAlberta 17  17  17  

FortisBC Electric 11  11  10  

New foundland Power 8  7  9  

Other Canadian Electric Utilities 4  3  5  

Regulated Electric Utilities – Caribbean 3  8  5  

Total Regulated Utilities 94  99  91  

 
      

Non-regulated Operations       

Fortis Generation 5  5  5  

Fortis Properties 5  6  7  

Total Non-regulated Operations 10  11  12  

 
      

Corporate (18) (22) (18) 

Operating Earnings For Common 86  88  85  

 
      

Unusual Items 0  0  0  

Reported Earnings 86  88  85  

 
      

Weighted Average Shares Outstanding (mlns.) 188  187  174  

 
      

Operating EPS 0.46  0.47  0.49  

Reported EPS 0.46  0.47  0.49  

 
      

Div idend Per Share 0.29  0.29  0.28  

Pay out Ratio 63.4% 61.6% 57.3% 

Source:  CIB C World Markets Inc.  

Regulated Utilities: 

 FortisBC Energy: FortisBC Energy earnings totaled $51 million in Q4/11, 

up from $45 million in Q4/10, but slightly below our estimate of $53 million. 

The Y/Y increase reflects rate base growth due to continued investment in 

energy infrastructure. 

 FortisAlberta: FortisAlberta contributed $17 million to earnings in Q4/11, 

versus $17 million in Q4/10, and our $17 million estimate. Rate base 

growth was offset by the cumulative impact of the AUC’s December 2011 

decision to set the allowed ROE at 8.75% (versus 9.00% assumed 

previously) realized in Q4/11. 

 FortisBC Electric: FortisBC Electric earnings totaled $11 million in Q4/11, 

compared to $10 million in Q4/10, and our $11 million estimate. Growth in 

the rate base was partially offset in the quarter by higher-than-expected 

operating expenses and lower electricity sales due to warmer-than-normal 

weather. 

 Newfoundland Power: Newfoundland Power earnings were $8 million in 

the quarter, compared to $9 million in Q4/10 and our $7 million estimate. 

The Y/Y decline reflects lower allowed ROE in 2011 and higher operating 

expenses in Q4/11, partially offset by a reduction in energy supply costs 

associated with its hydroelectric generating facilities. 



Q4 In Line. 2012: Strong Capex, Potential Pressure On Rates Of  Return - February 09, 2012 

6  

 Other Canadian Electric Utilities: Other Canadian Electric Utilities 

contributed earnings of $4 million in the quarter, versus $5 million in Q4/10 

and our $3 million estimate. The Y/Y decline reflects lower electricity sales 

at FortisOntario, a negative rate of return adjustment at Maritime Electric 

and higher operating expenses. 

 Caribbean Utilities: Caribbean Utilities earnings contribution totaled $3 

million, versus $5 million in Q4/10 and our $8 million estimate. Lower-than-

expected earnings reflect higher amortization and operating expenses at 

Fortis Turks and Caicos. 

Non-Regulated Businesses: 

 Fortis Generation: Fortis Generation earnings totaled $5 million, 

compared to $5 million in Q4/10 and our $5 million estimate. Increased 

production in Belize was offset by lower average energy sale prices in Upper 

New York State and higher business development costs in Ontario. 

 Fortis Properties: Fortis Properties earnings came in at $5 million in 

Q4/11, compared to $7 million in Q4/10 and our $6 million estimate. The 

Y/Y decline reflects higher corporate income taxes relative to Q4/10, as 

lower statutory tax rates reduced future income tax liability balances in 

Q4/10, which in turn, reduced corporate income taxes in Q4/10. 

 Corporate: Corporate costs totaled $18 million, unchanged from $18 

million in Q4/10, and below our $22 million estimate, as a result of 

refinancing maturing debt at lower interest rates, and the repayment of 

credit facility borrowings during Q3/11.  

Revising Estimates 

We have made the following changes to our forecasts: 

 FortisBC Energy: We are reducing our allowed ROE assumption for 

FortisBC Energy Inc. from 9.50% to 9.00% for 2012 and beyond as we 

anticipate that the cost of capital hearings in B.C. will result in lower 

allowed ROEs. We are maintaining the 50 bps spread between FortisBC 

Energy Inc. and the other FortisBC Energy utilities [FortisBC Energy 

(Vancouver Island) Inc., FortisBC Energy (Whistler) Inc., and FortisBC 

Energy (Fort Nelson) Inc.], implying a reduction in the allowed ROEs for 

these entities from 10.00% to 9.50%. As a result, our 2012 and 2013 

FortisBC earnings estimates decline from $155 million and $164 million to 

$148 million and $156 million, respectively. 

 FortisBC Electric: We are reducing our allowed ROE assumption for 

FortisBC Electric Inc. from 9.90% to 9.40% for 2012 and beyond, resulting 

in a decline in our FortisBC Electric earnings estimates for 2012 and 2013 

from $52 million and $55 million to $49 million and $52 million, 

respectively. 

 Caribbean Utilities: We are reducing our Caribbean Utilities forecasts from 

$25 million to $21 million for 2012 and 2013, reflecting more modest 

growth expectations from the segment. 

 Corporate: We are reducing our 2012 and 2013 corporate costs estimates 

from $79 million to $68 million, reflecting lower financing charges due to 

the refinancing of debt at lower interest rates, and lower debt levels due to 

the repayment of credit facility borrowings during Q3/11. 
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Exhibit 2. Summary Financial Forecast ($ mlns., except per share) 

  2012E 2013E 

Segmented Earnings  2011A Previous Current Previous Current 
      

Regulated Utilities      

FortisBC Energy 139  155  148  164  156  

FortisAlberta 75  87  86  96  95  

FortisBC Electric 48  52  49  55  52  

New foundland Power 34  34  35  35  36  

Other Canadian Electric Utilities 22  21  22  22  23  

Regulated Electric Utilities – Caribbean 20  25  21  25  21  

Total Regulated Utilities 338  374  362  396  383  

 
          

Non-regulated Operations           

Fortis Generation 18  20  20  20  20  

Fortis Properties 23  24  24  24  24  

Total Non-regulated Operations 41  45  45  45  45  

 
          

Corporate (72) (79) (68) (79) (68) 

Operating Earnings For Common 307  340  338  362  360  

 
          

Unusual Items 11  0  0  0  0  

Reported Earnings 318  340  338  362  360  

 
          

Weighted Average Shares Outstanding (mlns.) 182  189  190  191  193  

 
          

Operating EPS 1.69  1.80  1.78  1.89  1.87  

Reported EPS 1.75  1.80  1.78  1.89  1.87  

 
          

Div idend Per Share 1.16  1.20  1.20  1.23  1.21  

Pay out Ratio 68.6% 66.7% 67.6% 65.0% 65.0% 

Source:  CIB C World Markets Inc.  

Price Target Calculation 

We are maintaining our $35 price target, which is based on a discounted cash 

flow analysis, which captures the expected cash flow growth from Fortis’ five-

year, $5.5 billion capital spending program. The price target of $35 equates to a 

P/E multiple of 18.7x our 2013 estimate (versus 18.5x previously), a modest 

premium to the group average given, in our view, Fortis’ solid, low-risk, growth 

outlook. 

Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close a 

transaction), operation and regulatory risks of the acquired organization. 
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 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC-SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2011 Prior $0.67A $0.33A $0.25A $0.47E $1.71E 

2011 Current $0.67A $0.33A $0.25A $0.46A $1.69A 

2012 Prior -- -- -- -- $1.80E 

2012 Current $0.66E $0.34E $0.26E $0.51E $1.78E 

2013 Current -- -- -- -- $1.87E 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 

05/24/2011     33.18 SP 34.50 Paul Lechem 

05/30/2011   32.97 R - Paul Lechem 

06/15/2011   31.35 SP 34.50 Paul Lechem 

06/15/2011   31.35 SP 35.00 Paul Lechem 

07/20/2011   31.99 SP 34.00 Paul Lechem 

08/03/2011   30.87 SP 33.50 Paul Lechem 

01/26/2012   33.44 SP 35.00 Paul Lechem 
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Fortis Inc. 
Announces Agreement To Acquire CH Energy Group 

 Fortis announced an agreement to acquire CH Energy Group for ~US$1.5 

billion. CH Energy is the parent of Central Hudson Gas & Electric Corp., a 

regulated transmission and distribution utility serving 300,000 electric and 

75,000 gas customers in New York State's Mid-Hudson River Valley. 

 Fortis is purchasing CH Energy for US$65/share, a 10.5% premium over the 

prior day's close. The purchase price includes the assumption of US$500 

million in debt, and implies an EV/rate base of 1.5x. The valuation equates 

to 2011 EPS and EBITDA multiples of 20.6x/10.4x vs. FTS at 19.2x/10.7x. 

 Fortis intends to finance the transaction through its lines of credit, and will 

look to issue permanent financing (equity) once the deal closes (expected in 

Q1/13). While this acquisition is fully priced, Fortis expects it to be 

immediately accretive, driven by 6%-7% rate base growth. 

 We are assuming the acquisition will be completed at US$65/share and that 

Fortis will issue $400 million in common equity (in Q1/13). While Fortis paid 

full value for this acquisition, we view it as a positive given CH Energy's 

significant growth profile. Our PT goes from $35 to $35.50. Maintain SP. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 12-114504 © 2012 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $35.50 

FTS-TSX (2/21/12) $32.50 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $28.24-$34.39 
Shares Outstanding 189.3M 

Float 189.3M Shrs 

Avg. Daily  Trading Vol.  459,853 
Market Capitalization $6,152.3M  

Div idend/Div Yield $1.20 /  3.7% 

Fiscal Year Ends  December 
Book Value $20.60 per Shr 

2012  ROE (E) 8.5% 

LT Debt $5.9B  
Preferred $912.00M 

Common Equity  $3.9B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2011       $1.69A  
2012       $1.78E  

2013 $1.87E $1.89E  

P/E 
2011       19.2x 
2012       18.3x 
2013 17.4x 17.2x 

      
Dividend Per Share 

2011 $1.16A 
2012 $1.20E 
2013 $1.24E 

  
Yield  

2011 3.6% 
2012 3.7% 
2013 3.8% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Fortis Inc. Sector Performer
FTS - TSX 2/21/12 $32.50 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $35.50 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data.

Market Data

Share Price $32.50 Net Debt 5,855

Shares Outstanding 189 Non Control Int. 208

Market Capitalization 6,152 Preferred Shares 912

Enterprise Value 13,127

Valuations 2010A 2011A 2012E 2013E

P/E 19.7x 19.2x 18.3x 17.2x

EV/EBITDA 11.2x 10.7x 10.2x 9.0x

Pipeline And Utilities Sector Average

P/E 19.7x 19.4x 18.7x 17.8x

EV/EBITDA 12.8x 10.7x 9.9x 9.3x

Other Data 2010A 2011A 2012E 2013E

Dividend Per Share $1.12 $1.16 $1.20 $1.24

Dividend Yield 3.4% 3.6% 3.7% 3.8%

Payout Ratio 67.9% 68.6% 67.6% 65.7%

Book Value Per Share $18.97 $20.48 $21.23 $22.78

Price / Book Value 1.7x 1.6x 1.5x 1.4x

Cash Per Share $0.63 $0.47 $0.28 $0.31

Debt / Total Capital 57.9% 54.3% 55.6% 58.0%

Net Debt/EBITDA 5.1x 4.8x 5.0x 5.4x

Income Statement 2010A 2011A 2012E 2013E

FortisBC Energy 130 139 148 156

FortisAlberta 68 75 86 95

FortisBC Electric 42 48 49 52

Newfoundland Power 35 34 35 36

Other Canadian Electric Utilities 19 22 22 23

CH Energy 0 0 0 39

Regulated Electric Utilities - Carribean 23 20 21 21

Fortis Generation 20 18 20 20

Fortis Properties 26 23 24 24

Corporate (78) (72) (68) (86)

Operating Earnings 285 307 338 381

Unusual Items 0 11 0 0

Reported Earnings 285 318 338 381

Operating EPS $1.65 $1.69 $1.78 $1.89

Reported EPS $1.65 $1.75 $1.78 $1.89

Shares Outstanding 174 189 192 205

EBITDA 1,170 1,228 1,281 1,467

Cash Flow 2010A 2011A 2012E 2013E

Earnings (incl. pref share dividends) 323 357 367 410

Depreciation and Amortization 410 419 426 480

Total Operating Cash Flow 732 905 794 889

Capital Expenditures 1,024 1,116 1,291 1,153

Dividends 231 205 268 292

Net Long Term Debt Proceeds 194 307 550 1,486

Balance Sheet 2010A 2011A 2012E 2013E

Cash & Cash Equivalents 109 89 54 64

Utility Capital Assets / Income Properties 8,762 9,281 10,046 12,119

Total Assets 12,903 13,562 14,291 16,375

Current Liabilities 1,517 1,320 1,320 1,320

Debt (incl. Current and Short Term Borrowings) 6,023 5,944 6,494 7,980

Future Income Taxes (3) 4 0 0

Non Controlling Interests 162 208 199 190

Preferred Shares 912 912 912 912

Shareholders' Equity 3,897 4,469 4,657 5,264

Total Shareholders' Equity And Liabilities 12,903 13,562 14,291 16,375

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, the Caribbean, and non-regulated power generation and real estate assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Mar 31, 2011)
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Source:  Company reports and CIB C World Markets Inc..
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Announces Agreement To Acquire CH Energy 
Group 
Fortis (FTS-SP) announced an agreement to acquire CH Energy Group (CHG-

NYSE) for approximately US$1.5 billion. CH Energy is the parent of Central 

Hudson Gas & Electric Corp. (Central Hudson), a regulated transmission and 

distribution utility serving approximately 300,000 electric and 75,000 gas 

customers in eight counties of New York State’s Mid-Hudson River Valley 

(service region from suburbs of metropolitan New York City to Albany). CH 

Energy Group also owns Central Hudson Enterprises Corp. (CHEC), a non-

regulated subsidiary comprised primarily of a fuel delivery business (Griffith 

Energy Services) serving approximately 56,000 customers in the Mid-Atlantic 

region. CHEC is a much smaller contributor to earnings relative to the utility, 

with Central Hudson accounting for approximately 97% of net income in 2011. 

Exhibit 1. CH Energy Service Areas 

 

Source:  Company reports.  

Transaction Details 

Fortis is purchasing CH Energy for US$65/share, a 10.5% premium to the 

closing price on February 17, the last business day before the transaction was 

announced. The total purchase price of US$1.5 billion includes the assumption of 

approximately US$500 million of debt, and implies a 1.5x EV/rate base multiple 

(estimated rate base of ~US$1 billion at closing). The valuation equates to 

20.6x 2011 EPS and 10.4x 2011 EV/EBITDA versus 19.2x and 10.7x for Fortis, 

respectively. The valuation appears 'fully priced', but Fortis expects the deal to 
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be immediately accretive (we estimate full-year accretion of $0.03-$0.05/share, 

representing ~2% accretion on 2011 EPS totaled $1.69) once it closes (expected 

in Q1/13). The accretion mainly reflects strong expected growth over the coming 

years with Central Hudson expected to invest an average of over US$100 million 

in capital expenditures annually through 2016. 

Fortis intends to finance the transaction through its lines of credit, with $1.9 

billion of a total of $2.2 billion currently available. Fortis will look to issue 

permanent financing (i.e. equity) once the deal is closed, expected within 12 

months, pending approvals. CH Energy shareholder vote is expected in June 

2012, with FERC and New York State Public Service Commission (PSC) decisions 

expected to follow in Q3/12 and Q1/13, respectively. As part of the PSC review, 

Fortis must show how this transaction is a net benefit to customers in the 

service territory. Fortis will look to maintain its capital structure at ~35% 

common equity, the remainder debt/preferred shares. Recall that Fortis issued 

~$341 million in equity in mid-2011 to finance the Central Vermont Public 

Service (CVPS) acquisition which ultimately fell through, so the equity 

requirement for this acquisition might be partially met through that financing. 

CH Energy is up 21% over the past year, as the company has sold off its 

renewables assets in order to focus on its core transmission and distribution 

utilities business. Fortis has been looking to expand into the U.S., but has failed 

to date as it has been outbid. Other companies with utility companies in the 

region include Consolidated Edison (ED-NYSE), National Grid (NGG-NYSE), and 

Iberdrola (IBE-MC). While this transaction comes at a steep price, we do not 

completely rule out the potential for other bidders to join the fray given the 

other large companies that operate in the region, and Fortis’ experience with 

CVPS. The break fee associated with this transaction is set at US$19.7 million. 

Acquisition Is A Modest Positive To Outlook 

While Fortis paid full value for this acquisition, we view it as a positive to the 

extent that there is significant growth expected at Central Hudson over the next 

several years (rate base growth of 6%-7% annually), and the allowed ROE and 

equity thickness (10% ROE and 48% common equity) are strong relative to the 

rest of its Canadian portfolio of utilities (allowed ROEs of ~9% and equity 

thickness of ~40%). We are assuming that Fortis completes this acquisition (at 

US$65/share) in Q1/13. We are increasing our price target from $35 to $35.50, 

and maintaining our Sector Performer rating. 

Revising Estimates 

We have built in the CH Energy acquisition, and assumed a closing date at the 

end of Q1/13. In conjunction with the acquisition, we assume that: a) Fortis 

issues $500 million of debt at the corporate level, and b) Fortis issues $400 

million in common equity at the end of Q1/13. As a result of these changes, our 

2013 EPS estimate increases from $1.87 to $1.89. For 2014, we assume a full-

year’s contribution from CH Energy, combined with additional rate base growth, 

resulting in a $0.04 increase in EPS. 
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Exhibit 2. Summary Financial Forecast ($ mlns., except per share)  

  2012E 2013E 

Segmented Earnings  2011A Previous Current Previous Current 
      

Regulated Utilities      

FortisBC Energy 139  148  148  156  156  

FortisAlberta 75  86  86  95  95  

FortisBC Electric 48  49  49  52  52  

New foundland Power 34  35  35  36  36  

Other Canadian Electric Utilities 22  22  22  23  23  

CH Energy     0    39  

Regulated Electric Utilities – Caribbean 20  21  21  21  21  

Total Regulated Utilities 338  362  362  383  422  

 
          

Non-regulated Operations           

Fortis Generation 18  20  20  20  20  

Fortis Properties 23  24  24  24  24  

Total Non-regulated Operations 41  45  45  45  45  

 
          

Corporate (72) (68) (68) (68) (86) 

Operating Earnings For Common 307  338  338  360  381  

 
          

Unusual Items 11  0  0  0  0  

Reported Earnings 318  338  338  360  381  

 
          

Weighted Average Shares Outstanding (mlns.) 182  190  190  193  202  

 
          

Operating EPS 1.69  1.78  1.78  1.87  1.89  

Reported EPS 1.75  1.78  1.78  1.87  1.89  

 
          

Div idend Per Share 1.16  1.20  1.20  1.24  1.24  

Pay out Ratio 68.6% 67.6% 67.6% 66.4% 65.7% 

Source:  CIB C World Markets Inc.  

Price Target Calculation 

We are raising our price target from $35 to $35.50. Our price target is based on 

a discounted cash flow analysis, which captures the expected cash flow growth 

from Fortis’ five-year, $5.5 billion capital spending program. Our price target 

equates to a P/E multiple of 18.8x our 2013 estimate, a modest premium to the 

group average given, in our view, Fortis’ solid, low-risk, growth outlook. 

Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close a 

transaction), and operation and regulatory risks of the acquired 

organization. 
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 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC-SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2011 Current $0.67A $0.33A $0.25A $0.46A $1.69A 

2012 Current $0.66E $0.34E $0.26E $0.51E $1.78E 

2013 Prior -- -- -- -- $1.87E 

2013 Current -- -- -- -- $1.89E 
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IMPORTANT DISCLOSURES: 

Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 

CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 

discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as  more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 

 

Stock Prices as of 02/21/2012: 

SNC-Lavalin Group Inc. (2g, 7) (SNC-TSX, $49.58, Sector Outperformer) 

 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets Inc.: 

 

Stock Prices as of 02/21/2012: 

CH Energy Group (CHG-NYSE, US$66.22, Not Rated) 

Consolidated Edison (ED-NYSE, US$57.86, Not Rated) 

Iberdrola (IBE-MC, €4.60, Not Rated) 

National Grid TransCo (NGG-NYSE, US$50.85, Not Rated) 

 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 

Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 

1 CIBC World Markets Corp. makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 

5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 

8 An executive of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has 

provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 

director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 

World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 

05/24/2011     33.18 SP 34.50 Paul Lechem 

05/30/2011   32.97 R - Paul Lechem 

06/15/2011   31.35 SP 34.50 Paul Lechem 

06/15/2011   31.35 SP 35.00 Paul Lechem 

07/20/2011   31.99 SP 34.00 Paul Lechem 

08/03/2011   30.87 SP 33.50 Paul Lechem 

01/26/2012   33.44 SP 35.00 Paul Lechem 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 
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Fortis Inc. 
Q1 In Line, Ex-Acquisition Charges 

 Fortis reported Q1/12 adjusted EPS of $0.66 versus our estimate of $0.66 

(consensus $0.67). Our adjusted EPS excludes ~$4 million in one-time 

costs related to the pending CH Energy acquisition which impacted earnings 

by $0.02/share. 

 Operationally, the quarter benefited from ongoing strong rate base growth 

in its western Canadian utilities, offset by: warmer than normal weather, a 

lower allowed ROE for FortisAlberta, and the discontinuance of the PBR 

mechanism for FortisBC Electric.  

 Looking forward, we see the benefits of ongoing rate base growth in the 

western Canadian utilities and (in 2013) the expected inclusion of the CH 

Energy acquisition. However, we also see modest downside risk to allowed 

ROEs in the B.C. utilities. 

 We have updated our earnings outlook to reflect these factors, with modest 

changes to our ROE assumptions resulting in no change to our 2012 

forecast and a minor ($0.02) annual EPS impact thereafter. We maintain 

our SP rating and $35.50 price target. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 12-116001 © 2012 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $35.50 

FTS-TSX (5/2/12) $34.37 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $28.24-$34.39 
Shares Outstanding 189.3M 

Float 189.3M Shrs 

Avg. Daily  Trading Vol.  459,853 
Market Capitalization $6,505.3M  

Div idend/Div Yield $1.20 /  3.5% 

Fiscal Year Ends  December 
Book Value $20.61 per Shr 

2012  ROE (E) 8.6% 

LT Debt $6.3B  
Preferred $912.00M 

Common Equity  $3.9B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2011       $1.69A  
2012 $1.78E $1.78E  

2013 $1.89E $1.87E  

P/E 
2011       20.3x 
2012 19.3x 19.3x 
2013 18.2x 18.4x 

      
Dividend Per Share 

2011 $1.16A 
2012 $1.20E 
2013 $1.24E 

  
Yield  

2011 3.4% 
2012 3.5% 
2013 3.6% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Fortis Inc. Sector Performer
FTS - TSX 5/2/12 $34.37 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $35.50 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data. Financial data for 2010-2011 are presented according to Canadian GAAP; 2012E-2013E figures are according to US GAAP.

Market Data

Share Price $34.37 Net Debt 6,186

Shares Outstanding 189 Non Control Int. 246

Market Capitalization 6,506 Preferred Shares 912

Enterprise Value 13,850

Valuations 2010A 2011A 2012E 2013E

P/E 20.9x 20.3x 19.3x 18.4x

EV/EBITDA 11.8x 11.3x 10.7x 9.4x

Pipeline And Utilities Sector Average

P/E 19.7x 17.4x 18.8x 18.1x

EV/EBITDA 13.6x 12.0x 10.2x 9.3x

Other Data 2010A 2011A 2012E 2013E

Dividend Per Share $1.12 $1.16 $1.20 $1.24

Dividend Yield 3.3% 3.4% 3.5% 3.6%

Payout Ratio 67.9% 68.6% 67.3% 66.5%

Book Value Per Share $18.97 $20.48 $21.18 $22.72

Price / Book Value 1.8x 1.7x 1.6x 1.5x

Cash Per Share $0.63 $0.47 $0.23 $0.29

Debt / Total Capital 57.9% 54.3% 55.7% 58.1%

Net Debt/EBITDA 5.1x 4.8x 5.0x 5.4x

Income Statement 2010A 2011A 2012E 2013E

FortisBC Energy 130 139 153 156

FortisAlberta 68 75 86 95

FortisBC Electric 42 48 47 47

Newfoundland Power 35 34 35 36

Other Canadian Electric Utilities 19 22 22 23

CH Energy 0 0 0 39

Regulated Electric Utilities - Carribean 23 20 20 21

Fortis Generation 20 18 20 20

Fortis Properties 26 23 24 24

Corporate (78) (72) (68) (86)

Operating Earnings 285 307 339 375

Unusual Items 0 11 (4) 0

Reported Earnings 285 318 335 375

Operating EPS $1.65 $1.69 $1.78 $1.87

Reported EPS $1.65 $1.75 $1.76 $1.87

Shares Outstanding 174 189 191 204

EBITDA 1,170 1,228 1,296 1,474

Cash Flow 2010A 2011A 2012E 2013E

Earnings (incl. pref share dividends) 323 357 364 404

Depreciation and Amortization 410 419 437 490

Total Operating Cash Flow 732 905 800 894

Capital Expenditures 1,024 1,116 1,291 1,153

Dividends 231 205 267 292

Net Long Term Debt Proceeds 194 307 550 1,486

Balance Sheet 2010A 2011A 2012E 2013E

Cash & Cash Equivalents 109 89 43 59

Utility Capital Assets / Income Properties 8,762 9,281 10,035 12,098

Total Assets 12,903 13,562 14,271 16,349

Current Liabilities 1,517 1,320 1,320 1,320

Debt (incl. Current and Short Term Borrowings) 6,023 5,944 6,494 7,980

Future Income Taxes (3) 4 0 0

Non Controlling Interests 162 208 199 190

Preferred Shares 912 912 912 912

Shareholders' Equity 3,897 4,469 4,637 5,238

Total Shareholders' Equity And Liabilities 12,903 13,562 14,271 16,349

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, the Caribbean, and non-regulated power generation and real estate assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Dec 31, 2011)
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Q1 In Line, Ex-Acquisition Charges 

Fortis (FTS-SP) reported adjusted Q1/12 EPS of $0.66 versus our estimate of 

$0.66 (consensus $0.67). Our adjusted EPS excludes the impact of one-time 

expenses of ~$4 million (a $0.02 EPS impact) related to the pending acquisition 

of CH Energy Group, Inc. (CHG-NYSE). EPS was also down versus $0.67 

(CGAAP) last Q1, reflecting the dilutive impact from the issuance of 10.34 million 

shares in mid-2011.  

Operationally, the quarter was roughly in line with expectations. While ongoing 

rate base and customer growth (especially at FortisAlberta) benefited results, 

there were a number of minor headwinds in the quarter, including: (1) the 

impact of a warmer-than-normal winter on energy consumption; (2) a lower 

allowed ROE at FortisAlberta, stemming from a late 2011 regulatory decision; 

(3) the discontinuance as of the end of 2011 of the performance-based rate-

setting (PBR) mechanism at FortisBC Electric, which allowed for sharing of cost 

savings between the utility and its rate payers. 

No Material Change To Outlook 

We continue to view the key drivers to Fortis’ outlook as follows: 

 Rate base/customer growth: Fortis’ western Canadian regulated utilities 

continue to experience strong rate base growth, driven by customer 

additions and ongoing capex (i.e., forecast 2012 capex of $774 million for 

FortisBC Energy, FortisBC Electric and FortisAlberta – roughly 60% of total 

forecast 2012 capex of $1.29 billion). This investment contributes to forecast 

mid-year rate base growth of: ~10% for FortisBC Energy, ~7% for FortisBC 

Electric, and ~15% for FortisAlberta. 

 Regulatory proceedings: Partially offsetting this rate base growth, Fortis 

is seeing modest downward pressure on its allowed ROEs. FortisAlberta 

received a decision in late 2011 to lower its 2011 and 2012 allowed ROE 

from 9.00% to 8.75%; FortisBC Energy will face a Generic Cost of Capital 

proceeding in 2012 to determine an appropriate allowed ROE, and we see 

downside risk in 2013 to the current 9.50% (10.00% for Vancouver 

Island/Whistler/Fort Nelson) rates; FortisBC Electric is maintaining a 9.90% 

allowed ROE in 2012, but the PBR mechanism – which helped generate an 

overall achieved ROE of ~11.20% for 2011 – has been discontinued for 

2012. 

 Acquisitions: Fortis announced an agreement to acquire CH Energy Group 

on February 21. Numerous approvals are required, including shareholders, 

regulators and others. In April, applications were filed with the New York 

State Public Service Commission (NYPSC) and the U.S. Federal Energy 

Regulatory Commission (FERC), and the CH Energy shareholder vote is 

expected in June.  If all required approvals are received, closing is expected 

by the end of Q1/2013. 

Overall, we see no material change to our outlook, with adjustments to our ROE 

assumptions having no impact to our 2012 EPS forecast, and a modest ($0.02) 

impact on 2013 and beyond (although we have not built in any potential 

positives, like the potential reinstatement of a PBR mechanism in B.C.).  

Accordingly, we maintain our Sector Performer rating and $35.50 price target. 
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Q1/12 Results 
Fortis reported adjusted Q1/12 EPS of $0.66, versus $0.67 (CGAAP) in Q1/11, 

and our $0.66 expectation (consensus $0.67). Results were in-line with 

expectations across most segments, with modestly lower-than-expected 

FortisBC Electric earnings offset by slightly stronger results in FortisBC Energy 

and Fortis Generation. The $0.66 in adjusted EPS excludes $4 million ($0.02 in 

EPS) in one-time acquisition-related expenses associated with the CH Energy 

transaction. The Y/Y decline reflects the impact of the issuance of 10.34 million 

shares in June and July 2011. 

Exhibit 1. Q1/12 Results ($ mlns., except per share) 

Segmented Earnings  Q1/12A Q1/12E Q1/11A 
    

Regulated Utilities    

FortisBC Energy 82  80  76  

FortisAlberta 21  22  21  

FortisBC Electric 16  20  19  

New foundland Power 7  7  7  

Other Canadian Electric Utilities 7  6  6  

Regulated Electric Utilities – Caribbean 3  4  4  

Total Regulated Utilities 136  139  133  

 
      

Non-regulated Operations       

Fortis Generation 5  3  3  

Fortis Properties 1  2  1  

Total Non-regulated Operations 6  5  4  

 
      

Corporate (17) (18) (20) 

Operating Earnings For Common 125  126  117  

 
      

Unusual Items (4) 0  0  

Reported Earnings 121  126  117  

 
      

Weighted Average Shares Outstanding (mlns.) 189  190  175  

 
      

Operating EPS 0.66  0.66  0.67  

Reported EPS 0.64  0.66  0.67  

 
      

Div idend Per Share 0.30  0.30  0.29  

Pay out Ratio 45.4% 45.3% 43.4% 

Source:  CIB C World Markets Inc.  

Regulated Utilities: 

 FortisBC Energy: FortisBC Energy earnings totaled $82 million in Q1/12, 

compared to $76 million (CGAAP) in Q1/11 and our estimate of $80 million. 

The strong performance reflects the seasonality of gas consumption and the 

timing of certain expenses (revenue recognized on consumption while 

certain expenses are incurred evenly throughout the year), rate base 

growth due to continued investment, and higher gas transportation volumes 

to the forestry and mining sector. 
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 FortisAlberta: FortisAlberta contributed $21 million to earnings in Q1/12, 

versus $21 million (CGAAP) in Q1/11, and our $22 million estimate. Results 

were flat Y/Y reflecting rate base growth offset by a $1 million gain on sale 

of property during Q1/11, lower-than-expected number of customers and 

lower energy consumption by residential customers in Q1/12, and a lower 

allowed ROE (8.75% in Q1/12 versus 9.00% in Q1/11). 

 FortisBC Electric: FortisBC Electric earnings totaled $16 million in Q1/12, 

compared to $19 million (CGAAP) in Q1/11, and our $20 million estimate. 

The underperformance reflects the discontinuance of the performance-

based rate-setting (PBR) mechanism (the benefit of lower-than-expected 

costs were shared equally between FortisBC Electric and customers under 

PBR in Q1/11), and increased operating expenses in Q1/12. 

 Newfoundland Power: Newfoundland Power earnings were $7 million in 

the quarter, compared to $7 million (CGAAP) in Q1/11 and our $7 million 

estimate. Lower corporate income taxes in the quarter (due to a lower 

statutory rate), were offset by lower revenue associated with the joint-use 

poles with Bell Aliant (BA-SP) that were sold in October 2011. 

 Other Canadian Electric Utilities: Other Canadian Electric Utilities 

contributed earnings of $7 million in the quarter, versus $6 million (CGAAP) 

in Q1/11 and our $6 million estimate. Higher earnings reflected lower 

corporate income taxes and increased electricity sales at Maritime Electric. 

 Caribbean Utilities: Caribbean Utilities earnings contribution totaled $3 

million, versus $4 million (CGAAP) in Q1/11 and our $4 million estimate. 

Lower earnings reflected higher depreciation and finance charges due to 

increased investments in capital assets, and increased operating expenses 

associated with insurance and employee-related costs. 

Non-Regulated Businesses: 

 Fortis Generation: Fortis Generation earnings totaled $5 million, 

compared to $3 million (CGAAP) in Q1/11 and our $3 million estimate. 

Stronger-than expected results reflect increased production in Belize due to 

higher rainfall. 

 Fortis Properties: Fortis Properties earnings came in at $1 million in 

Q1/12, compared to $1 million (CGAAP) in Q1/11 and our $2 million 

estimate. The contribution from a Winnipeg hotel acquired in October 2011 

was offset by the gain on sale of the Viking Mall during Q1/11. 

 Corporate: Corporate costs totaled $17 million (excluding $4 million of 

one-time acquisition related expenses) in Q1/12, down from $20 million 

(CGAAP) in Q1/11, as a result of lower finance charges due to higher 

capitalized interest (financing Waneta Expansion), and lower borrowings. 

Revising Estimates 
For 2012, we have increased our allowed ROE assumptions back to the 2011 

levels for FortisBC Energy and FortisBC Electric, as the results of cost of capital 

hearings in the province will impact allowed ROEs beginning in 2013. 

 FortisBC Energy: The 2012 allowed ROE for FortisBC Energy Inc. is 

9.50%, versus our previous assumption of 9.00%, and 10.00% for the 

other FortisBC Energy utilities (Vancouver Island, Whistler, and Fort 

Nelson), versus our previous assumption of 9.50%. For 2013, we maintain 

our 50 bps decline assumption for all of the FortisBC Energy utilities (9.00% 

for FortisBC Energy Inc., and 9.50% for the other FortisBC Energy utilities). 
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 FortisBC Electric: The 2012 allowed ROE for FortisBC Electric is 9.90%, 

versus our previous assumption of 9.40%. With the discontinuation of the 

performance-based rate (PBR) mechanism, we expect achieved ROE in 

2012 (and beyond) to decline. For 2013, we maintain our 50 bps decline 

assumption for FortisBC Electric to 9.40%. 

In 2012, the impact of higher assumed allowed ROEs in B.C. offsets the 

discontinuation of the PBR at FortisBC Electric, and as result, our 2012 EPS 

estimate of $1.78 remains unchanged. For 2013, we have maintained our 

assumption of a 50 bps decline in allowed ROEs for Fortis B.C. utilities, and 

combined with the impact of the PBR discontinuation, results in our 2013 EPS 

estimate declining from $1.89 to $1.87. 

Exhibit 2. Summary Financial Forecast ($ mlns., except per share)  

  2012E 2013E 

Segmented Earnings  2011A Previous Current Previous Current 
      

Regulated Utilities      

FortisBC Energy 139  148  153  156  156  

FortisAlberta 75  86  86  95  95  

FortisBC Electric 48  49  47  52  47  

New foundland Power 34  35  35  36  36  

Other Canadian Electric Utilities 22  22  22  23  23  

CH Energy   0  0  39  39  

Regulated Electric Utilities – Caribbean 20  21  20  21  21  

Total Regulated Utilities 338  362  363  422  417  

 
          

Non-regulated Operations           

Fortis Generation 18  20  20  20  20  

Fortis Properties 23  24  24  24  24  

Total Non-regulated Operations 41  45  44  45  44  

 
          

Corporate (72) (68) (68) (86) (86) 

Operating Earnings For Common 307  338  339  381  375  

 
          

Unusual Items 11  0  (4) 0  0  

Reported Earnings 318  338  335  381  375  

 
          

Weighted Average Shares Outstanding (mlns.) 182  190  190  202  201  

 
          

Operating EPS 1.69  1.78  1.78  1.89  1.87  

Reported EPS 1.75  1.78  1.76  1.89  1.87  

 
          

Div idend Per Share 1.16  1.20  1.20  1.24  1.24  

Pay out Ratio 68.6% 67.6% 67.3% 65.7% 66.5% 

Source:  CIB C World Markets Inc.  

Price Target Calculation 

Our $35.50 price target is based on a discounted cash flow analysis, which 

captures the expected cash flow growth from Fortis’ five-year, $5.5 billion 

capital spending program. Our price target equates to a P/E multiple of 19.0x 

our 2013 estimate, a modest premium to the group average (18.4x) given, in 

our view, Fortis’ solid, low-risk, growth outlook. 
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Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close a 

transaction), operation and regulatory risks of the acquired organization. 

 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC-SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2011 Current $0.67A $0.33A $0.25A $0.46A $1.69A 

2012 Prior $0.66E $0.34E $0.26E $0.51E $1.78E 

2012 Current $0.66A $0.34E $0.26E $0.53E $1.78E 

2013 Prior -- -- -- -- $1.89E 

2013 Current -- -- -- -- $1.87E 
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IMPORTANT DISCLOSURES: 

Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 

such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this repo rt, 

CIBC World Markets may have a long position of less than 1% or a short position or deal as principal in the securities 

discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 

 

Stock Prices as of 05/02/2012: 

Bell Aliant Inc. (2a, 2c, 2e, 2g) (BA-TSX, $26.42, Sector Performer) 

SNC-Lavalin Group Inc. (2g, 7) (SNC-TSX, $38.17, Sector Outperformer) 

 

 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets Inc.: 

 

Stock Prices as of 05/02/2012: 

CH Energy Group (CHG-NYSE, US$65.56, Not Rated) 

 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 

Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 

1 CIBC World Markets Corp. makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 

5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 

8 An executive of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has 

provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 

director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 

World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 

05/24/2011     33.18 SP 34.50 Paul Lechem 

05/30/2011   32.97 R - Paul Lechem 

06/15/2011   31.35 SP 34.50 Paul Lechem 

06/15/2011   31.35 SP 35.00 Paul Lechem 

07/20/2011   31.99 SP 34.00 Paul Lechem 

08/03/2011   30.87 SP 33.50 Paul Lechem 

01/26/2012   33.44 SP 35.00 Paul Lechem 

02/22/2012   32.38 SP 35.50 Paul Lechem 

 



Q1 In Line, Ex-Acquisition Charges - May 02, 2012 

13  

CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 

***Restricted due to a potential conflict of interest. 

 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 02 May 2012) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 153 42.1%  Sector Outperformer (Buy) 151 98.7% 

Sector Performer (Hold/Neutral) 166 45.7%  Sector Performer (Hold/Neutral) 164 98.8% 

Sector Underperformer (Sell) 25 6.9%  Sector Underperformer (Sell) 23 92.0% 

Restricted 18 5.0%  Restricted 17 94.4% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe  

(as of 02 May 2012) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 2 28.6%  Sector Outperformer (Buy) 2 100.0% 

Sector Performer (Hold/Neutral) 4 57.1%  Sector Performer (Hold/Neutral) 4 100.0% 

Sector Underperformer (Sell) 1 14.3%  Sector Underperformer (Sell) 1 100.0% 

Restricted 0 0.0%  Restricted 0 0.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  CPX, EMA, ENB, FTS, IPL.UN, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 

at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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   Earnings Update 

June 28, 2012  Pipelines, Utilities, & Power 
 
 

Fortis Inc. 
CH Energy Shareholder Approval; Closes $601 
Million In Subscription Receipts 

 On June 27 Fortis announced the completion of its bought deal for 18.5 

million subscription receipts at a purchase price of $32.50 per subscription 

receipt. The gross proceeds of $601 million will be held in an escrow 

pending the closing of the CH Energy acquisition. 

 On June 19 Fortis announced that CH Energy shareholders approved the 

merger agreement whereby Fortis will acquire CH Energy for an aggregate 

purchase price of approximately US$1.5 billion, including the assumption of 

approximately US$500 million in debt. 

 We had previously assumed that Fortis would issue $400 million in common 

equity in conjunction with the closing of the transaction, expected in Q1/13. 

The larger and earlier equity issue results in our 2012E and 2013E EPS 

declining from $1.78 and $1.87 to $1.71 and $1.82, respectively. 

 The larger-than-expected equity issue also brings the expected accretion 

from this transaction in the first full year (2014) to the lower end of our 

original estimate of $0.03-$0.05. We are reducing our price target from 

$35.50 to $34.50. We maintain our SP rating. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 12-117052 © 2012 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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Osvaldo Matias, CFA 
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Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $34.50 

FTS-TSX (6/28/12) $32.06 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $28.24-$34.98 
Shares Outstanding 207.8M 

Float 207.8M Shrs 

Avg. Daily  Trading Vol.  459,853 
Market Capitalization $6,662.1M  

Div idend/Div Yield $1.20 /  3.7% 

Fiscal Year Ends  December 
Book Value $21.66 per Shr 

2012  ROE (E) 8.0% 

LT Debt $6.3B  
Preferred $912.00M 

Common Equity  $4.5B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2011       $1.69A  
2012 $1.78E $1.71E  

2013 $1.87E $1.82E  

P/E 
2011       19.0x 
2012 18.0x 18.7x 
2013 17.1x 17.6x 

      
Dividend Per Share 

2011 $1.16A 
2012 $1.20E 
2013 $1.24E 

  
Yield  

2011 3.6% 
2012 3.7% 
2013 3.9% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/
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Fortis Inc. Sector Performer
FTS - TSX 6/28/12 $32.06 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $34.50 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data. Financial data for 2010-2011 are presented according to Canadian GAAP; 2012E-2013E figures are according to US GAAP.

Market Data

Share Price $32.06 Net Debt 6,186

Shares Outstanding 208 Non Control Int. 246

Market Capitalization 6,662 Preferred Shares 912

Enterprise Value 14,006

Valuations 2010A 2011A 2012E 2013E

P/E 19.4x 19.0x 18.8x 17.6x

EV/EBITDA 12.0x 11.4x 10.8x 9.5x

Pipeline And Utilities Sector Average

P/E 18.8x 18.0x 18.1x 17.7x

EV/EBITDA 13.8x 12.3x 10.5x 9.7x

Other Data 2010A 2011A 2012E 2013E

Dividend Per Share $1.12 $1.16 $1.20 $1.24

Dividend Yield 3.5% 3.6% 3.7% 3.9%

Payout Ratio 67.9% 68.6% 70.4% 68.1%

Book Value Per Share $18.97 $20.48 $21.93 $22.64

Price / Book Value 1.7x 1.6x 1.5x 1.4x

Cash Per Share $0.63 $0.47 $2.78 $0.45

Debt / Total Capital 57.9% 54.3% 53.3% 57.3%

Net Debt/EBITDA 5.1x 4.8x 4.6x 5.3x

Income Statement 2010A 2011A 2012E 2013E

FortisBC Energy 130 139 153 156

FortisAlberta 68 75 86 95

FortisBC Electric 42 48 47 47

Newfoundland Power 35 34 36 37

Other Canadian Electric Utilities 19 22 22 23

CH Energy 0 0 0 39

Regulated Electric Utilities - Carribean 23 20 20 21

Fortis Generation 20 18 20 20

Fortis Properties 26 23 24 24

Corporate (78) (72) (68) (80)

Operating Earnings 285 307 340 382

Unusual Items 0 11 (4) 0

Reported Earnings 285 318 336 382

Operating EPS $1.65 $1.69 $1.71 $1.82

Reported EPS $1.65 $1.75 $1.69 $1.82

Shares Outstanding 174 189 209 211

EBITDA 1,170 1,228 1,298 1,476

Cash Flow 2010A 2011A 2012E 2013E

Earnings (incl. pref share dividends) 323 357 365 411

Depreciation and Amortization 410 419 437 490

Total Operating Cash Flow 732 905 802 902

Capital Expenditures 1,024 1,116 1,291 1,153

Dividends 231 205 289 300

Net Long Term Debt Proceeds 194 307 550 1,386

Balance Sheet 2010A 2011A 2012E 2013E

Cash & Cash Equivalents 109 89 580 95

Utility Capital Assets / Income Properties 8,762 9,281 10,035 12,098

Total Assets 12,903 13,562 14,807 16,385

Current Liabilities 1,517 1,320 1,320 1,320

Debt (incl. Current and Short Term Borrowings) 6,023 5,944 6,494 7,880

Future Income Taxes (3) 4 0 0

Non Controlling Interests 162 208 199 190

Preferred Shares 912 912 912 912

Shareholders' Equity 3,897 4,469 5,173 5,374

Total Shareholders' Equity And Liabilities 12,903 13,562 14,807 16,385

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, the Caribbean, and non-regulated power generation and real estate assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Dec 31, 2011)
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Source:  Company reports and CIB C World Markets Inc.
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Price Target Calculation 

We are reducing our price target from $35.50 to $34.50, based on a discounted 

cash flow analysis, which captures the expected cash flow growth from Fortis’ 

(FTS–SP) five-year, $5.5 billion capital spending program. Our price target 

equates to a P/E multiple of 19.0x our 2013 estimate, a premium to the group 

average (17.7x) given, in our view, Fortis’ solid, low-risk, growth outlook. 

Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close a 

transaction), operation and regulatory risks of the acquired organization. 

 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regional 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin Group (SNC–

SO) in order to mitigate construction risk, but ultimate construction and 

financing risks lie with the Waneta Expansion consortium (i.e., Fortis and 

partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2011 Current $0.67A $0.33A $0.25A $0.46A $1.69A 

2012 Prior $0.66A $0.34E $0.26E $0.53E $1.78E 

2012 Current $0.66A $0.33E $0.24E $0.49E $1.71E 

2013 Prior -- -- -- -- $1.87E 

2013 Current -- -- -- -- $1.82E 
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IMPORTANT DISCLOSURES: 

Analyst Certification:  Each CIBC World Markets research analyst named on the front page of this research report, or 

at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 

accurately reflect such research analyst's personal views about the company and securities that are the subject of this 

report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 

no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by such research analyst in this report. 

Potential Conflicts of Interest:  Equity research analysts employed by CIBC World Markets are compensated from 

revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 

Department.  Research analysts do not receive compensation based upon revenues from specific investment banking 

transactions.  CIBC World Markets generally prohibits any research analyst and any member of his or her household from 

executing trades in the securities of a company that such research analyst covers.  Additionally, CIBC World Markets 

generally prohibits any research analyst from serving as an officer, director or advisory board member of a company that 
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In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this repo rt, 
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Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 

set forth below, may at times give rise to potential conflicts of interest. 

 

Important Disclosure Footnotes for Fortis Inc. (FTS) 

2a Fortis Inc. is a client for which a CIBC World Markets company has performed investment banking services  in 

the past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for Fortis Inc. in the past 

12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Fortis Inc. in the 

past 12 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from Fortis Inc. in the next 3 months. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by Fortis Inc. 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets Inc.: 

 

Stock Prices as of 06/28/2012: 

SNC-Lavalin Group Inc. (2g, 7) (SNC-TSX, $37.44, Sector Outperformer) 

 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 

Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 

1 CIBC World Markets Corp. makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services  

in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 

past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 

the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 

past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 

from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 

from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 

non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 

services from this company in the past 12 months. 

5a The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 

equity securities. 

5b A member of the household of a CIBC World Markets Corp. research analyst who covers this company has a 

long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 

common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 

company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% 

or more of a class of equity securities issued by this company. 

8 An executive of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has 

provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 

to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 

director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 

World Markets Corp., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Inc. Price Chart 

 

HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS INC. RECOMMENDATIONS FOR FORTIS INC. (FTS) 

Date Change Type Closing Price Rating Price Target Coverage 

11/16/2009   26.55 SP 28.50 Petro Panarites, CFA 

12/15/2009   28.30 SP 30.50 Petro Panarites, CFA 

12/17/2009    28.84 SO 32.50 Petro Panarites, CFA 

08/05/2010   28.61 SO 32.00 Petro Panarites, CFA 

10/27/2010   32.50 SO 34.50 Petro Panarites, CFA 

11/07/2010   33.26 SO 35.00 Petro Panarites, CFA 

12/01/2010     32.69 NR None CIBC World Markets Inc. 

05/24/2011     33.18 SP 34.50 Paul Lechem 

05/30/2011   32.97 R - Paul Lechem 

06/15/2011   31.35 SP 34.50 Paul Lechem 

06/15/2011   31.35 SP 35.00 Paul Lechem 

07/20/2011   31.99 SP 34.00 Paul Lechem 

08/03/2011   30.87 SP 33.50 Paul Lechem 

01/26/2012   33.44 SP 35.00 Paul Lechem 

02/22/2012   32.38 SP 35.50 Paul Lechem 

06/19/2012   33.08 R - Paul Lechem 
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CIBC World Markets Inc. Stock Rating System 

Abbreviation Rating Description 

Stock Ratings 

SO Sector Outperformer Stock is expected to outperform the sector during the next 12-18 months. 

SP Sector Performer Stock is expected to perform in line with the sector during the next 12-18 months. 

SU Sector Underperformer Stock is expected to underperform the sector during the next 12-18 months. 

NR Not Rated CIBC World Markets does not maintain an investment recommendation on the stock. 

R Restricted CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

O Overweight Sector is expected to outperform the broader market averages. 

M Market Weight Sector is expected to equal the performance of the broader market averages. 

U Underweight Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 

"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity  issues. 

***Restricted due to a potential conflict of interest. 

 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

(as of 28 Jun 2012) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 157 42.1%  Sector Outperformer (Buy) 153 97.5% 

Sector Performer (Hold/Neutral) 170 45.6%  Sector Performer (Hold/Neutral) 168 98.8% 

Sector Underperformer (Sell) 28 7.5%  Sector Underperformer (Sell) 26 92.9% 

Restricted 17 4.6%  Restricted 16 94.1% 

Ratings Distribution:  Pipelines, Utilities, & Power Coverage Universe  

(as of 28 Jun 2012) Count Percent  Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 2 28.6%  Sector Outperformer (Buy) 2 100.0% 

Sector Performer (Hold/Neutral) 3 42.9%  Sector Performer (Hold/Neutral) 3 100.0% 

Sector Underperformer (Sell) 1 14.3%  Sector Underperformer (Sell) 1 100.0% 

Restricted 1 14.3%  Restricted 1 100.0% 

Pipelines, Utilities, & Power Sector includes the following tickers:  CPX, EMA, ENB, FTS, IPL.UN, TA, TRP. 

 
*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets Inc. 

do not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World 

Markets Inc. has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and 

sell ratings to securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 

 
Important disclosures required by IIROC Rule 3400, including potential conflicts of interest information, our system for 

rating investment opportunities and our dissemination policy can be obtained by visiting CIBC World Markets on the web 

at http://researchcentral.cibcwm.com under 'Quick Links' or by writing to CIBC World Markets Inc., Brookfield Place, 161 
Bay Street, 4th Floor, Toronto, Ontario M5J 2S8, Attention: Research Disclosures Request. 

http://researchcentral.cibcwm.com/
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July 31, 2012  Pipelines, Utilities, & Power 
 
 

Fortis Inc. 
Solid Q2 Benefits From Ongoing Growth At 
FortisAlberta 

 Fortis reported headline EPS of $0.33. Excluding costs related to the 

pending CH Energy acquisition, EPS were $0.34 versus our estimate (and 

consensus) of $0.33. The company incurred a further $3 million in one-time 

costs related to CH Energy (on top of $4 million in Q1).  

 Operationally, Q2 benefited from strength at FortisAlberta (earnings up 37% 

y/y), driven by ongoing customer additions and rate base growth, and 

further helped by ~$4 million (~$0.02 EPS) in additional revenues/reduced 

costs related to Q1, but recognized in Q2 due to recent regulatory decisions. 

 Fortis continues to work towards closing the US$1.5 billion CH Energy 

acquisition by the end of Q1/13. Fortis received CH Energy shareholder 

approval in June and U.S. FERC/CFIUS regulatory approvals in July. NY 

State Public Service Commission approvals remain outstanding. 

 In Q1/13, we expect the close of the CH Energy acquisition and key 

regulatory decisions in Alberta and B.C. However, we see little change to 

the outlook for the balance of 2012 and maintain our Sector Performer 

rating and $34.50 price target. 

 

Stock Price Performance 

 
Source:  Reuters   
All figures in Canadian dollars, unless otherwise stated. 12-117642 © 2012 

CIBC World Markets does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the firm may 

have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their 

investment decision. 

See "Important Disclosures" section at the end of this report for important 

required disclosures, including potential conflicts of interest. 

See "Price Target Calculation" and "Key Risks to Price Target" sections at the 

end of this report, where applicable. 
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1 (416) 956-6428 
Osvaldo.Matias@cibc.ca 

Stock Rating: 

Sector Performer 

Sector Weighting: 

Market Weight 
12-18 mo. Price Target $34.50 

FTS-TSX (7/31/12) $33.54 

  Key Indices:  Toronto, TS XUtils  

3-5-Yr. EPS Gr. Rate (E) NM 

52-week Range $28.24-$34.98 
Shares Outstanding 190.0M 

Float 190.0M Shrs 

Avg. Daily  Trading Vol.  459,853 
Market Capitalization $6,371.5M  

Div idend/Div Yield $1.20 /  3.6% 

Fiscal Year Ends  December 
Book Value $20.68 per Shr 

2012  ROE (E) 8.5% 

LT Debt $6.4B  
Preferred $912.00M 

Common Equity  $3.9B  

Convertible Available Yes 
      
Earnings Per Share Prev Current 

2011       $1.69A  
2012 $1.71E $1.76E  

2013 $1.82E $1.85E  

P/E 
2011       19.8x 
2012 19.6x 19.1x 
2013 18.4x 18.1x 

      
Dividend Per Share 

2011 $1.16A 
2012 $1.20E 
2013 $1.24E 

  
Yield  

2011 3.5% 
2012 3.6% 
2013 3.7% 

  

Company Description 
Fortis owns a natural gas utility  in B.C., electric 
distribution utilities in five Canadian prov inces, Central 
America and the Caribbean, and non-regulated power 
generation and real estate assets. 
www.fortis inc.com 

http://www.fortisinc.com/


Solid Q2 Benef its From Ongoing Growth At FortisAlberta - July 31, 2012 

2  

Fortis Inc. Sector Performer
FTS - TSX 7/31/12 $33.54 Paul Lechem, (416-956-6429) Paul.Lechem@cibc.ca

12- To 18- Month Price Target: $34.50 Osvaldo Matias, CFA (416-956-6428) Osvaldo.Matias@cibc.ca

Pipelines, Utilities & Power

Sector Weighting: Market Weight

All figures in Canadian millions, except per share data. Financial data for 2010-2011 are presented according to Canadian GAAP; 2012E-2013E figures are according to US GAAP.

Market Data

Share Price $33.54 Net Debt 6,186

Shares Outstanding 189 Non Control Int. 246

Market Capitalization 6,348 Preferred Shares 912

Enterprise Value 13,692

Valuations 2010A 2011A 2012E 2013E

P/E 20.3x 19.8x 19.0x 18.1x

EV/EBITDA 11.7x 11.1x 10.6x 9.3x

Pipeline And Utilities Sector Average

P/E 19.5x 19.4x 19.2x 18.6x

EV/EBITDA 14.2x 14.2x 12.2x 10.9x

Other Data 2010A 2011A 2012E 2013E

Dividend Per Share $1.12 $1.16 $1.20 $1.24

Dividend Yield 3.3% 3.5% 3.6% 3.7%

Payout Ratio 67.9% 68.6% 68.1% 67.1%

Book Value Per Share $18.97 $20.48 $20.98 $22.77

Price / Book Value 1.8x 1.6x 1.6x 1.5x

Cash Per Share $0.63 $0.47 $0.04 $0.47

Debt / Total Capital 57.9% 54.3% 55.9% 57.2%

Net Debt/EBITDA 5.1x 4.8x 5.0x 5.3x

Income Statement 2010A 2011A 2012E 2013E

FortisBC Energy 130 139 150 156

FortisAlberta 68 75 87 95

FortisBC Electric 42 48 47 47

Newfoundland Power 35 34 36 37

Other Canadian Electric Utilities 19 22 21 23

CH Energy 0 0 0 39

Regulated Electric Utilities - Carribean 23 20 20 21

Fortis Generation 20 18 21 21

Fortis Properties 26 23 24 24

Corporate (78) (72) (72) (84)

Operating Earnings 285 307 334 380

Unusual Items 0 11 (7) 0

Reported Earnings 285 318 327 380

Operating EPS $1.65 $1.69 $1.76 $1.85

Reported EPS $1.65 $1.75 $1.72 $1.85

Shares Outstanding 174 189 191 210

EBITDA 1,170 1,228 1,291 1,471

Cash Flow 2010A 2011A 2012E 2013E

Earnings (incl. pref share dividends) 323 357 356 409

Depreciation and Amortization 410 419 437 490

Total Operating Cash Flow 732 905 793 899

Capital Expenditures 1,024 1,116 1,291 1,153

Dividends 231 205 267 299

Net Long Term Debt Proceeds 194 307 550 1,386

Balance Sheet 2010A 2011A 2012E 2013E

Cash & Cash Equivalents 109 89 8 98

Utility Capital Assets / Income Properties 8,762 9,281 10,035 12,098

Total Assets 12,903 13,562 14,235 16,388

Current Liabilities 1,517 1,320 1,320 1,320

Debt (incl. Current and Short Term Borrowings) 6,023 5,944 6,494 7,880

Future Income Taxes (3) 4 0 0

Non Controlling Interests 162 208 199 190

Preferred Shares 912 912 912 912

Shareholders' Equity 3,897 4,469 4,601 5,377

Total Shareholders' Equity And Liabilities 12,903 13,562 14,235 16,388

Segmented Earnings (Exc. Corporate)

Major Sources, Uses Of Cash

Fortis provides the benefits (stability) of a regulated utility, and is in a period of solid organic investment 

and growth as the company delivers on its 5 year, $5.5 billion capital program which is expected to 

grow the regulated rate base by a CAGR of 6% through 2015.  The company is also a 51% owner of the 

non-regulated $900 million Waneta Expansion project.

Company Profile

Fortis owns a natural gas utility in British Columbia, electric distribution utilities in five Canadian 

provinces, the Caribbean, and non-regulated power generation and real estate assets.

Investment Thesis

Assets - Excl Corporate / Eliminations (As At Dec 31, 2011)
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Source:   Company reports and CIB C World Markets Inc.
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Solid Q2 Benefits From Ongoing Growth At 
FortisAlberta 
Fortis (FTS-SP) reported Q2/12 EPS of $0.33, in line with CIBC and consensus 

estimates of $0.33. Excluding one-time costs related to the pending acquisition 

of CH Energy, Fortis recorded adjusted EPS of $0.34, although one-time benefits 

in the quarter at FortisAlberta from recent regulatory decisions are the main 

contributor to this upside versus consensus. 

Operationally, FortisAlberta remains the key growth driver, with customer 

growth continuing at ~2%/year and annual capex (budget of $419 million in 

2012) roughly one-third of the company total (of $1.29 billion). In Q2/12, 

earnings of $26 million were up 37% y/y versus $19 million. We note that this 

growth is overstated versus a normalized level, as FortisAlberta benefited from 

recent regulatory rulings which increased quarterly revenues by ~$1 million and 

reduced depreciation expense by ~$3 million; both these amounts were 

recorded in Q2/12 but were applied retroactively and were related to Q1/12. 

Other segments were roughly in line with expectations, with a couple of 

exceptions: FortisBC Energy (earnings of $13 million) was below our 

expectations ($17 million) and down y/y (versus $15 million) in a seasonally 

slow quarter of the year (gas demand peaks in the winter months); and, 

Newfoundland Power (earnings of $12 million) modestly beat our estimate ($11 

million) and increased y/y (versus $10 million) due to the cumulative year to 

date benefit (recognized in Q2/12) of a higher allowed ROE (8.80% for 2012 

versus 8.38% in 2011). 

Investment Summary 

Looking forward, we expect little change for the balance of 2012. The company 

continues to progress on its $1.3 billion capital program, with no material 

changes to overall schedule or budget including the major Waneta Expansion. 

The company is working towards closing the US$1.5 billion CH Energy (CHG-

NYSE) acquisition, a regulated gas and electric utility serving 375,000 customers 

in New York State. Fortis received CH Energy shareholder approval for the 

transaction in June, and U.S. Federal Energy Regulatory Commission (FERC) and 

Committee on Foreign Investment in the United States (CFIUS) approvals in 

July. The company also closed a $601 million equity offering (subscription 

receipts) on June 27 to finance the transaction. The key (although not the only) 

outstanding regulatory hurdle is receiving New York State Public Service 

Commission approval. We expect Fortis to receive all required approvals. Fortis 

continues to expect the transaction to close by the end of Q1/13, and for the 

acquisition to be immediately accretive to EPS, excluding acquisition-related 

expenses. 

Also by Q1/13 Fortis expects to receive a couple of regulatory decisions. In 

Alberta the Alberta Utilities Commission (AUC) intends to introduce a 

performance-based regulation (PBR) formula for 2013 which provides an 

incentive mechanism for utilities to introduce cost savings and share resulting 

increased profits with rate payers. Fortis has submitted its comments as to how 

it would like PBR to be implemented. A decision from the AUC is expected in late 

2012 to be introduced for Q1/13. Fortis sees the potential for PBR to increase 

returns by up to 100 basis points above the current allowed rate of return 

(8.75% ROE). In BC, FortisBC Energy is involved in a generic cost of capital 

proceeding to determine an appropriate rate of return for 2013. The BC Utilities 

Commission (BCUC) is undertaking a more widespread process to determine an 
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appropriate rate of return benchmark; up to this point, FortisBC Energy has 

been the benchmark utility and expects to remain so.  Fortis sees the potential 

for some downside risk to the current 9.50% to 10.00% ROE received at 

FortisBC Energy (the higher level for Whistler and Vancouver Island), although is 

seeking to maintain the current levels. 

Overall, we see little risk to the short-term outlook. Upside in 2013 is expected 

to be driven by the CH Energy acquisition, although we expect accretion from 

the transaction initially to be quite modest given the sizable equity offering 

($601 million) to finance the acquisition and a transaction multiple roughly in 

line with that of Fortis (~1.5x rate base). The company also continues to 

execute its five year, $5.5 billion capex program (to which CH Energy is 

expected to add a further $0.5 billion). Overall, we are forecasting mid-single 

digit EPS growth.  With Fortis trading at 19.1x 2012E EPS and 18.1x 2013, we 

see only modest upside at present, and maintain our Sector Performer rating 

and $34.50 price target. 

Q2/12 Results 
Fortis reported Q2/12 adjusted EPS (excluding CH Energy acquisition costs) of 

$0.34, versus $0.33 (Canadian GAAP) in Q2/11, and our $0.33 expectation 

(consensus $0.33). Slightly higher-than-expected earnings were due to strong 

results at FortisAlberta and in non-regulated operations partially offset by lower-

than-expected results in FortisBC Energy. 

FortisAlberta reported earnings of $26 million, up 37% y/y as it benefited from 

$1 million in additional net transmission revenues and $3 million in reduced 

depreciation expense related to Q1/12 but included in Q2/12 due to recent 

regulatory decisions. We estimate these amounts generated ~$0.02 EPS in Q2. 
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Exhibit 1. Q2/12 Results ($ mlns., except per share) 

Segmented Earnings  Q2/12A Q2/12E Q2/11A 

 (USGAAP) (USGAAP) (CGAAP) 
    

Regulated Utilities    

FortisBC Energy 13  17  15  

FortisAlberta 26  22  19  

FortisBC Electric 9  9  9  

New foundland Power 12  11  11  

Other Canadian Electric Utilities 5  6  6  

Regulated Electric Utilities – Caribbean 6  6  7  

Total Regulated Utilities 71  71  67  

 
      

Non-regulated Operations       

Fortis Generation 5  3  2  

Fortis Properties 8  7  7  

Total Non-regulated Operations 13  10  9  

 
      

Corporate (19) (17) (18) 

Operating Earnings For Common 65  64  58  

 
      

Unusual Items (3) 0  0  

Reported Earnings 62  64  58  

 
      

Weighted Average Shares Outstanding (mlns.) 190  191  177  

 
      

Operating EPS 0.34  0.33  0.33  

Reported EPS 0.33  0.33  0.33  

 
      

Div idend Per Share 0.30  0.30  0.29  

Pay out Ratio 87.5% 90.0% 88.6% 

Source:  CIB C World Markets Inc.  

Regulated Utilities: 

 FortisBC Energy: FortisBC Energy earnings totaled $13 million in Q2/12, 

compared to $15 million in Q2/11 (CGAAP) and our estimate of $17 million. 

The decline in earnings was mainly due to lower-than-expected customer 

additions and lower capitalized AFUDC due to a lower asset base under 

construction in 2012. 

 FortisAlberta: FortisAlberta contributed $26 million to earnings in Q2/12, 

versus $19 million in Q2/11 (CGAAP), and our $22 million estimate. 

Stronger-than-expected earnings reflected the cumulative impact of the 

Alberta Utilities Commission’s (AUC) April 2012 distribution revenue 

requirements decision, which added $3 million to net transmission revenue 

($1 million related to Q1/12) and reduced depreciation expense ($3 million 

related to Q1/12), as well as rate base growth. 

 FortisBC Electric: FortisBC Electric earnings totaled $9 million in Q2/12, 

compared to $9 million in Q2/11 (CGAAP), and our $9 million estimate. The 

impact of rate base growth was offset by lower capitalized AFUDC in 2012, 

and the discontinuance of the performance-based rate-setting (PBR) 

mechanism (the benefit of lower-than-expected costs were shared equally 

between FortisBC Electric and customers under PBR in Q2/11). 
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 Newfoundland Power: Newfoundland Power earnings were $12 million in 

the quarter, compared to $11 million in Q2/11 (CGAAP) and our $11 million 

estimate. Increased earnings reflect the cumulative impact of a higher 2012 

allowed ROE (8.80% versus 8.38% previously) which was recognized in 

Q2/12. 

 Other Canadian Electric Utilities: Other Canadian Electric Utilities 

contributed earnings of $5 million in the quarter, versus $6 million in Q2/11 

(CGAAP) and our $6 million estimate. Slightly lower-than-expected earnings 

reflects higher operating costs at FortisOntario due to an increase in 

employee related costs and the timing of expenses. 

 Caribbean Utilities: Caribbean Utilities earnings contribution totaled $6 

million, versus $7 million in Q2/11 (CGAAP) and our $6 million estimate. 

Lower energy supply costs and higher electricity sales at Fortis Turks and 

Caicos, were offset by higher depreciation and finance charges (due to 

increased investment in utility assets) and decreased electricity sales at 

Caribbean Utilities. 

Non-Regulated Businesses: 

 Fortis Generation: Fortis Generation earnings totaled $5 million, 

compared to $2 million in Q2/11 (CGAAP) and our $3 million estimate. 

Stronger-than-expected results reflect increased production in Belize due to 

higher rainfall, as well as insurance proceeds related to the loss of earnings 

during the quarter from repairs to a facility in Upstate New York which 

sustained electrical damage in May 2011. 

 Fortis Properties: Fortis Properties earnings came in at $8 million in 

Q2/12, compared to $7 million in Q2/11 (CGAAP) and our $7 million 

estimate. The y/y increase reflects the contribution of a Winnipeg hotel 

acquired in October 2011. 

 Corporate: Corporate costs totaled $17 million (excluding $4 million of 

one-time acquisition related expenses) in Q1/12, down from $20 million 

(CGAAP) in Q1/11, as a result of lower finance charges due to higher 

capitalized interest (financing Waneta Expansion), and lower borrowings. 

Revising Estimates 

We have revised our estimates mainly to reflect Q2 results, as well as 

accounting for the impact to outstanding shares from Fortis’ $601 million 

issuance of subscription receipts at the end of Q1/13 (when the CH Energy 

acquisition is expected to close) as opposed to when the subscription receipts 

were issued (in June 2012), in line with how the company is treating the 

issuance. As a result of these changes, our 2012 EPS estimate increases from 

$1.71 to $1.76 and our 2013 EPS estimate increases from $1.82 to $1.85. 
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Exhibit 2. Summary Financial Forecast ($ mlns., except per share)  

  2012E 2013E 

Segmented Earnings  2011A Previous Current Previous Current 

 (CGAAP) (USGAAP) (USGAAP) (USGAAP) (USGAAP) 
      

Regulated Utilities      

FortisBC Energy 139  153  150  156  156  

FortisAlberta 75  86  87  95  95  

FortisBC Electric 48  47  47  47  47  

New foundland Power 34  36  36  37  37  

Other Canadian Electric Utilities 22  22  21  23  23  

CH Energy   0  0  39  39  

Regulated Electric Utilities – Caribbean 20  20  20  21  21  

Total Regulated Utilities 338  364  361  418  418  

 
          

Non-regulated Operations           

Fortis Generation 18  20  21  20  21  

Fortis Properties 23  24  24  24  24  

Total Non-regulated Operations 41  44  45  44  45  

 
          

Corporate (72) (68) (72) (80) (84) 

Operating Earnings For Common 307  340  334  382  380  

 
          

Unusual Items 11  (4) (7) 0  0  

Reported Earnings 318  336  327  382  380  

 
          

Weighted Average Shares Outstanding (mlns.) 182  199  190  210  205  

 
          

Operating EPS 1.69  1.71  1.76  1.82  1.85  

Reported EPS 1.75  1.69  1.72  1.82  1.85  

 
          

Div idend Per Share 1.16  1.20  1.20  1.24  1.24  

Pay out Ratio 68.6% 70.4% 68.1% 68.1% 67.1% 

Source:  CIB C World Markets Inc.  

Price Target Calculation 

We are maintaining our $34.50 price target, based on a discounted cash flow 

analysis, which captures the expected cash flow growth from Fortis’ five-year, 

$5.5 billion capital spending program. Our price target equates to a P/E multiple 

of 18.6x our 2013 estimate, in line with the group average (18.5x) given Fortis’ 

modest low-risk growth outlook. 

Key Risks To Price Target 
 Regulatory Issues: Given that the majority of Fortis’ business is regulated 

(over 90% as measured by revenues and assets), the company’s results 

are highly sensitive to regulatory decisions – both positive (such as 

increasing allowed ROEs in Canada over the past few years) and negative 

(such as adverse rulings/actions in Belize). 

 Acquisition Risks: Fortis has an announced intention to acquire 

distribution utilities. Acquisition risks include: deal risk (failure to close  a 

transaction), operation and regulatory risks of the acquired organization. 
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 Market Risks: Under regulator-approved mechanisms, Fortis flows through 

the commodity cost of natural gas, fuel or purchased power to its 

customers. The company’s non-regulated hydro generation assets are 

sensitive to localized rainfall levels, but are geographically dispersed and 

individually not meaningful to overall results. The Waneta Expansion will be 

more material, but hydrology risk is managed as part of the overall regiona l 

river system by BC Hydro, effectively reducing the risk to the project. 

Foreign exchange risk is relatively low: a 5% change in the Canadian/U.S. 

dollar exchange rate would impact earnings by $0.01/share. 

 Construction Risk: Fortis primarily faces construction risk for its 

non-regulated generation assets where the company assumes the risk of 

cost overruns. Clearly, the Waneta Expansion project is the largest 

construction project that the company is undertaking (with the company 

funding 51% of the total $900 million cost). Fortis and its partners have 

signed a fixed-price design-build contract with SNC-Lavalin (SNC-SO) in 

order to mitigate construction risk, but ultimate construction and financing 

risks lie with the Waneta Expansion consortium (i.e., Fortis and partners). 
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Our EPS estimates are shown below: 

 

 1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 

2011 Current $0.67A $0.33A $0.25A $0.46A $1.69A 

2012 Prior $0.66A $0.33E $0.24E $0.49E $1.71E 

2012 Current $0.66A $0.34A $0.26E $0.50E $1.76E 

2013 Prior -- -- -- -- $1.82E 

2013 Current -- -- -- -- $1.85E 
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Highlights

At this time in the economic cycle, investors are looking for a 
safe haven in defensive stocks. Fortis is one of them.

The management team of Fortis has a proven track record in 
growing the Company.  Terasen acquisition completed in May 
2007 was the major factor to almost double the Company’s 
assets in a year. 

The company is tapping into the economic growth in Western 
Canada and the Caribbean especially in recent years. Important 
additions to the Company’s asset size include FortisAlberta 
and FortisBC in 2004, Caribbean expansion and acquisition of 
hospitality operations in 2006 & 2007 and fi nally the Terasen 
acquisition in 2007. 

As the largest investor-owned distribution utility in Canada, 
Fortis serves almost two million gas and electricity customers. In 
addition to its regulated holdings, which include a natural gas 
utility in British Columbia and electric utilities in fi ve Canadian 
provinces and three Caribbean countries, Fortis also owns non-
regulated generation assets (primarily hyrdoelectric) across 
Canada, in Belize and in upper New York State. Additional 
diversifi cation to Fortis’ portfolio comes with hotels and 
commercial real estate.

Growth in asset size is combined with a commitment to 
shareholders. Dividends of Fortis have been increasing for the 
last 35 years consecutively.

As a blue-chip, dividend-paying company in a defensive industry 
with a good valuation, Fortis is one of our top picks this year. 
We are initiating coverage on Fortis with $33.00 target price and 
“Outperform” recommendation. 

Market Capitalization ($ million) 4,386

Outstanding Number of Shares (million) 156

Dividend Yield (%) 3.55

($ million except 
per share data)

2007 2008E 2009E

Revenues 2,718 3,733 3,957

EBITDA 814 1,116 1,204

EPS 1.40 1.58 1.89

Citadel Securites Estimates

Fortis Inc. is the largest investor-owned 
distribution utility in Canada, serving almost 
2,000,000 gas and electric customers. Its 
regulated holdings include a natural gas 
utility in British Columbia and electric utilities 
in 5 Canadian provinces and 3 Caribbean 
countries. It owns non-regulated hydroelectric 
generation assets across Canada and in Belize 
and upper New York State. It also owns hotels 
& commercial real estate in Canada.
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Executive Summary 

At this time in the economic cycle, investors are looking for a safe haven in defensive stocks. Fortis Inc. is one 
of them. The utility business is a highly regulated, capital-intensive and stable-growth industry. As the largest 
investor-owned distribution utility in Canada, Fortis is strategically positioned in this sector. Recent acquisitions 
and investments in Western Canada and the Caribbean have helped to solidify this strategic positioning even 
further.    

Today Fortis serves almost two million gas and electricity customers. Its regulated holdings include a natural gas 
utility in British Columbia and electric utilities in fi ve Canadian provinces and three Caribbean countries. Fortis also 
owns non-regulated generation assets (primarily hydroelectric) across Canada, in Belize and in upper New York 
State. Hotels and commercial real estate help to diversify the company’s portfolio. 

The management team of Fortis has a proven track record in growing the company by ensuring compliance with 
existing regulations and keeping their eyes on emerging ones. With their strategy of keeping the profi tability and 
risk of the business at comparable level with the Company’s peers while growing it at above average rate, the 
Company has almost doubled in asset size in a year and is now seven times larger than it was in 2000 and 10 
times larger than a decade ago.   
    
This growth is both organic and also fueled by strategic acquisitions. Especially in recent years, the Company 
has started to tap into the economic boom in Western Canada and the Caribbean. Signifi cant additions include 
FortisAlberta and FortisBC in 2004, a Caribbean expansion and acquisition of hospitality operations in 2006 & 
2007, and the Terasen Gas acquisition in 2007. Terasen acquisition was the biggest acquisition in the Company’s 
history. 

Growth in asset size is one strength; commitment to shareholders is another. Fortis’ Dividends have been 
increasing consecutively for the last 35 years. Although past performance does not guarantee future results, it is a 
strong indication of management’s growth strategy. 

As a blue-chip, dividend-paying company in a defensive industry with a good valuation, Fortis is one of our top 
picks this year. However, while evaluating investment alternatives, investors should be aware of certain risks. 
The Company’s operations, for one, are dependent on regulations. Also, the Company has been using debt 
as a preferred fi nancing source. And Fortis has international exposure. Therefore, any adverse changes in the 
regulatory arena, interest rates, currency fl uctuations, or natural disasters may affect its performance negatively.    

We are initiating coverage on Fortis with $33.00 target price and our recommendation is “Outperform”.
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Fortis

Fortis is a diversifi ed, international utility holding company that owns subsidiaries principally engaged in the 
regulated distribution of electricity and gas. Regulated utility assets comprise approximately 92 per cent of the 
Corporation’s total assets with the balance comprised primarily of non-regulated generation operations and 
commercial real estate and hotel investments owned and operated through its non-utility subsidiary. Fortis 
segments its utility operations by franchise area and, depending on regulatory requirements, by the nature of the 
assets.

Company Page

Regulated Canadian Utilities

Terasen Gas Companies 3

FortisAlberta 4

FortisBC 4-5

Newfoundland Power 5-6

Maritime Electric (Other Regulated - Canadian) 6-7

Fortis Ontario (Other Regulated - Canadian) 7-8

Regulated Caribbean Utilities

Belize Electricity 9

Fortis Turks & Caicos 9-10

Caribbean Utilities 10

Non-Regulated

Fortis Generation 11

Fortis Properties 12

Explanations of Regulatory Terms

Cost of Service - Rate orders issued by the regulatory authority establish the Company’s revenue requirements. That revenue 

is required to recover approved costs with the distribution business and also provide a rate of return on a deemed capital 

structure applied to rate-based assets. It is not possible to recover the variance if it occurs. But certain prescribed costs are 

eligible for deferral account treatment.

Performance-Based Rate (PBR) Setting (for Fortis BC) - The PBR framework allows for the equal sharing between customers 

and the Company of variances above or below the allowed return on equity (ROE) within a prescribed band.

PBR (TGVI) - 100 per cent retention of earnings from lower-than-forecasted operating and maintenance costs but no relief 

from increased operating and maintenance costs
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Terasen Gas Companies

Fortis Inc. Ownership (%) 100%

Segment Regulated Utilities - Canadian

Operation Gas and propane distribution and transmission

Location Populous lower mainland, Vancouver Island and the 
interior of British Columbia.

Regulations Cost of Service/Return on Equity 
Terasen Gas Inc (TGI) and Terasen Gas Vancouver 
Island (TGVI) operate under cost-of-service regulation 
and performance-based rate setting methodologies 
as described by BCUC. ROE automatic-adjustment 
formula tied to long-term Canada bond yields

For TGI:
2006 allowed ROE: 8.80%
2007 allowed ROE: 8.37%
2008 allowed ROE: 8.62%
For TGVI:
2006 allowed ROE: 9.50%
2007 allowed ROE: 9.07%
2008 allowed ROE: 9.32%

Allowed Common Equity: 35% and 40% for TGI and 
TGVI, respectively.

Regulatory Commission: British Columbia Utilities 
Commission (BCUC)

Capacity/Service Terasen Gas serves over 918,000 customers or 96% of 
natural gas users in British Columbia.

As the latest acquisition of Fortis Inc., Terasen is comprised of three wholly owned subsidiaries (TGI, TGVI and 
Terasen Gas Whistler Inc (TGWI)). TGI provides gas distribution services to an area that extends from Vancouver 
to the Fraser Valley and the interior of British Columbia. TGVI owns a combined gas distribution and transmission 
system servicing customers along the Sunshine Coast and in various communities from the Greater Vancouver 
area across the Georgia Strait to Vancouver Island and the distribution system on Vancouver Island and along the 
Sunshine Coast of British Columbia. TGWI provides propane distribution services to approximately 2,400 custom-
ers in the Whistler area. 

On June 19, 2007, Standard & Poor’s raised Terasen’s unsolicited long-term corporate credit and senior unsecured 
debt credit ratings on TGI to “A” from “BBB.” This upgrade brought S&P back in line with the solicited credit 
ratings of Terasen by DBRS and Moody’s Investors Service. 
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FortisAlberta

Fortis Inc. Ownership (%) 100%

Segment Regulated Utilities - Canadian

Operation Distribution of electricity

Location Southern and Central Alberta

Regulations Cost of Service/Return on Equity -ROE automatic-
adjustment formula tied to long-term Canada bond 
yields

2006 allowed ROE: 8.93%
2007 allowed ROE: 8.51%
2008 allowed ROE: 8.75%

Allowed Common Equity: 37%

Regulatory Commission: Alberta Utilities Commission 
(AUC)

Capacity/Service FortisAlberta distributes electricity to over 448,000 
customers. 

FortisAlberta’s business is the ownership and operation of regulated facilities that distribute electricity generated 
by other market participants from high-voltage transmission substations to end-use customers. FortisAlberta is not 
involved in generation, transmission or the direct sale of electricity. 

FortisAlberta is one of the companies that Fortis acquired from Aquila, Inc., along with FortisBC, for $1.5 billion in 
May 2004.

FortisBC

Fortis Inc. Ownership (%) 100%

Segment Regulated Utilities - Canadian

Operation Integrated electric utility operation

Location Southern interior of British Columbia

Regulations Cost of Service/Return on Equity 
Both cost-of-service and performance-based rating 
regulation. PBR mechanism through 2008, with option 
to continue in 2009 -50/50 sharing of earnings above 
or below the allowed ROE up to an achieved ROE that 
is 200 basis points above or below the allowed ROE.
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FortisBC (Cont’d)

Regulations (cont’d) ROE automatic-adjustment formula tied to long-term 
Canada bond yields

2006 allowed ROE: 9.20%
2007 allowed ROE: 8.77%
2008 allowed ROE: 9.02%

Allowed Common Equity: 40%

Regulatory Commission: British Columbia Utilities 
Commission (BCUC)

Capacity/Service The Company serves approximately 154,000 
customers directly and indurectly in the southern 
interior of British Columbia. FortisBC owns four 
regulated hydroelectric generating plants with a 
combined capacity of 223 MW. During 2007, energy 
output was increased by 11,000 MW hours as a 
result of negotiated adjustments to the Canal Plant 
Agreement with BC Hydro.

FortisBC also operates the 450-MW Waneta hydroelectric generating facility owned by Teck Cominco Met-
als Ltd.; the 149-MW Brilliant hydroelectric plant; the 185-MW Arrow Lakes hydroelectric plant owned by 
Columbia Power Corporation and the Columbia Basin Trust; and the distribution system owned by the City 
of Kelowna. The former Princeton Light and Power Company, Limited was purchased in 2005 and wound 
up by FortisBC on January 1, 2007. Princeton’s assets and liabilities were assumed by FortisBC then.

The transmission and distribution assets consist of approximately 6,900 kilometers of transmission and 
distribution power lines and 64 distribution substations. 

FortisBC intends to fi le its 2009 and 2010 Capital Plan and 2009 revenue requirements with BCUC in the 
third quarter of 2008.

Newfoundland Power

Fortis Inc. Ownership (%) 100% of common shares

Segment Regulated Utilities - Canadian

Operation Integrated electric generation, transmission and distri-
bution 

Location Newfoundland

Regulations Cost of Service/Return on Equity -ROE automatic-
adjustment formula tied to long-term Canada bond 
yields
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Newfoundland Power (Cont’d) 

Regulations (cont’d) 2006 allowed ROE: 9.24% +/- 50bps

2007 allowed ROE: 8.60% +/- 50bps

2008 allowed ROE: 8.95% +/- 50bps

Allowed Common Equity: 45%

Regulatory Commission: Newfoundland and Labrador 
Board of Commissioners of Public Utilities (PUB)

Capacity/Service As the principal distributor of electricity in 
Newfoundland, the company serves approximately 
232,000 customers in the Province, and has an 
installed generating capacity of 139 MW, of which 96 
megawatts is hydroelectric generation.

Newfoundland Power is the principal distributor of electricity on the island portion of Newfoundland and Labra-
dor. It owns and operates 29 small generating stations and approximately 11,000 kilometers of transmission and 
distribution lines. Approximately 90 per cent of the electricity that Newfoundland Power sells to its customers is 
purchased from Newfoundland and Labrador Hydro, a provincial Crown Corporation. The remainder of its energy 
requirements is generated by the Company itself.

Newfoundland Power received approval of a Negotiated Settlement Agreement (NSA) by the PUB in December 
2007 for its 2008 rates. The 2.8% rate increase is largely driven by higher amortization costs.  

Maritime Electric

Fortis Inc. Ownership (%) 100%

Segment Regulated Utilities - Canadian

Operation Integrated electric generation, transmission and distri-
bution

Location Prince Edward Island

Regulations Cost of Service/Return on Equity

2006 allowed ROE: 10.25%

2007 allowed ROE: 10.25%

2008 allowed ROE: 10.00%

Allowed Common Equity: 40%

6



Maritime Electric (Cont’d)

Regulations (cont’d) Regulatory Commission: Island Regulatory and Appeals 
Commission (IRAC) 

Capacity/Service Maritime Electric is the principal distributor 
of electricity on Prince Edward Island, serving 
approximately 72,000 customers. The Company 
also maintains on-Island generating facilities with a 
combined capacity of 150MW. 

Maritime Electric purchases most of its energy from New Brunswick Power, a provincial Crown corporation. Mari-
time Electric’s system is connected to the mainland power grid via two submarine cables under the Northumber-
land Strait, which are leased from the provincial government.

The PEI government expects to see an increased reliance by Maritime Electric on renewable energy sources, such 
as wind-powered energy, located on the Island. By 2010, Maritime Electric will be required to obtain at least 15 
per cent of its annual energy requirements from renewable sources.

FortisOntario

Fortis Inc. Ownership (%) 100%

Segment Regulated Utilities - Canadian

Operation Integrated electric generation, transmission and 
distribution (Canadian Niagara Power, including the 
operations of Port Colborne Hydro and Cornwall 
Electric.) 

Location Ontario

Regulations Canadian Niagara Power – Cost of Service/ROE
Cornwall Electric – Price cap with commodity cost 
fl ow-through

2006 allowed ROE: 9.00%
2007 allowed ROE: 9.00%
2008 allowed ROE: 9.00%

Allowed Common Equity: 50% 

Regulatory Commission: Ontario Energy Board (OEB) 
for Canadian Niagara Power. The Company has a 
franchise agreement for Cornwall Electric. 
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FortisOntario (Cont’d)

Capacity/Service In total, FortisOntario’s distribution operations serve 
approximately 52,000 customers in the Fort Erie, 
Port Colborne, Cornwall, and Gananoque areas of 
Ontario. Canadian Niagara Power owns international 
transmission facilities at Fort Erie as well as a 10 per 
cent interest in each of Westario Power and Rideau St. 
Lawrence, two regional electric-distribution companies 
that together serve over 27,000 customers.

Canadian Niagara Power purchases its power requirements for Fort Erie and Port Colborne from the Independent 
Electricity System opeartor in Ontario. In Gananoque, Canadian Niagara Power’s distribution system is embedded 
within Hydro One Networks. Approximately 83 per cent of energy requirements for Gananoque are met through 
monthly energy purchases from Hydro One Networks and the remaining 17 per cent is purchased from six 
hydroelectric generating plants owned by Fortis Properties.

Cornwall Electric purchases 98 per cent of its power requirements from Hydro-Québec Energy Marketing Inc. 
under two fi xed-term contracts. The fi rst contract, which represents approximately 37 per cent of the power 
supply, expires in 2019. The second contract, which supplies the remainder of the power from Hydro-Québec 
Energy Marketing, is a 24-month rolling contract expiring in 2008. FortisOntario’s 5-MW gas-fi red cogeneration 
plant generates the remaining two per cent of the power requirement in Cornwall.

Cornwall Electric is subject to a 35-year franchise agreement with the City of Cornwall, dated July 31, 1998. 
Rates under the agreement are subject to a price cap with commodity cost fl ow-through. The base revenue 
requirement is adjusted annually for infl ation, load growth and customer growth. In November 2004, the OEB 
granted Cornwall Electric a distribution licence valid until December 2019. The licence acknowledges the existing 
service territory and franchise agreements. Prior to this date, Cornwall Electric had been granted an interim 
distribution licence.
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Belize Electricity

Fortis Inc. Ownership (%) 70.1%

Segment Regulated Electric Utilities - Caribbean

Operation Generation, transmission and distribution of electricity

Location Belize, Central America

Regulations Four-year cost-of-service/return-on-assets agreements 
with market-based returns

2006 allowed ROA: 10.00 - 15.00%
2007 allowed ROA: 10.00 - 15.00%
2008 allowed ROA: 10.00 - 15.00%

Regulatory Commission: Public Utilities Commission 
(PUC).

Capacity/Service Belize Electricity is the principal distributor of electricity 
in Belize serving approximately 73,000 customers. The 
Company has an installed generating capacity of 36 
MW.

Belize Electricity meets its energy demand from multiple sources, which include power purchases from: 
(i) CFE, the Mexican state-owned power company; 
(ii) the Mollejon and Chalillo hydroelectric facilities owned and operated by BECOL;
(iii) Its own diesel-fi red and gas turbine generation. 

All major load centers are connected to Belize’s national electricity system, which is connected to the Mexican 
electricity system, allowing Belize Electricity to optimize its power-supply options.

Fortis Turks & Caicos

Fortis Inc. Ownership (%) 100%

Segment Regulated Electric Utilities - Caribbean

Operation Generation, transmission and distribution of electricity

Location Turks and Caicos Islands

Regulations Cost of Service/Return on Assets

2006 allowed ROA: 17.50%
2007 allowed ROA: 17.50%
2008 allowed ROA: 17.50%

Regulatory Authority: Energy Commission
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Fortis Turks & Caicos (Cont’d)

Capacity/Service The Company is the principal distributor of electricity 
on the Turks and Caicos islands, serving more than 
8,700 customers. The company has a combined diesel-
fi red generating capacity of 48 MW.

Caribbean Utilities

Fortis Inc. Ownership (%) 54%

Segment Regulated Electric Utilities - Caribbean

Operation Generation, transmission and distribution of electricity

Location Grand Cayman, Cayman Islands

Regulations Cost of Service/Return on Assets

Price-cap adjustment mechanism tied to consumer 
price indices (effective 2008 under proposed new 
licence)

2006 allowed ROA: 15.00%
2007 allowed ROA: 15.00%
2008 allowed ROA:  9.00 - 11.00% (proposed)

Regulatory Commission: Electricity Regulatory 
Authority (effective 2008 under proposed new licence)

Capacity/Service Caribbean Utilities is the sole provider of electricity on 
Grand Cayman serving more than 23,000 customers. 
The company has installed generating capacity of 137 
MW. 

On November 7, 2006, Fortis acquired an additional 16 per cent ownership interest in Caribbean Utilities and 
now owns approximately 54 per cent of this company. Caribbean Utilities is a public company traded on the 
Toronto Stock Exchange (TSX: CUP.U) and has an April 30th fi scal year end.
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Non-Regulated - Fortis Generation

Location Plants Fuel Capacity (MW)

Ontario 8 Hydro, thermal 88

Belize 2 Hydro 32

Central Newfoundland 2 Hydro 36

Upper New York State 4 Hydro 23

British Columbia 1 Hydro 16

Total 17 195

Annual energy sales from non-regulated generation assets decreased to 1,122 GWh in 2007 from 1,203 GWh in 
2006.

Non-regulated generation operations in Ontario include those of FortisOntario and the former FortisOntario 
Generation. On December 14, 2005, FortisOntario Generation was transferred from FortisOntario to Fortis 
Properties and was amalgamated with CNE Energy on January 1, 2006. One year later, CNE Energy amalgamated 
with Fortis Properties. FortisOntario includes 75 MW of water-right entitlement associated with the Niagara 
Exchange Agreement and the operation of a 5-MW gas-fi red cogeneration plant in Cornwall. Fortis Properties’ 
generating operations in Ontario consist of six small hydroelectric generating stations with a combined capacity of 
approximately 8 MW. 

During 2005, the assets related to the 75 MW of water-right entitlement were written down as a result of the 
implementation of the Niagara Exchange Agreement. The Niagara Exchange Agreement assigns FortisOntario’s 
water rights on the Niagara River to OPGI and facilitates the irrevocable exchange of 75 MW of wholesale electric 
power supply to FortisOntario from OPGI until April 30, 2009 in exchange for FortisOntario’s agreement not to 
seek renewal of the water entitlement at that time.

Non-regulated generation operations in Belize consist of the operations of BECOL. BECOL operates both the 25-
MW Mollejon hydroelectric generating facility and the 7-MW Chalillo hydroelectric generating facility and sells the 
entire output to Belize Electricity under a 50-year power purchase agreement and a franchise agreement.

Non-regulated generation operations in central Newfoundland are conducted through the Corporation’s indirect 
51 per cent interest in the Exploits Partnership, a venture with Abitibi-Consolidated that constructed, installed and 
now operates additional capacity at Abitibi-Consolidated’s hydroelectric generating plant at Grand Falls-Windsor 
and redeveloped the forestry company’s hydroelectric generating plant at Bishop Falls.

The Exploits Partnership project was completed in November 2003. Abitibi-Consolidated continues to utilize the 
historical annual generation of approximately 450 GWh while the additional energy, approximately 140 GWh, 
produced from the new facilities is sold to Newfoundland Hydro under a 30-year take-or-pay power purchase 
agreement, which is exempt from regulation and expires in 2033.
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Non-regulated generation operations in British Columbia consist of the 16-MW run-of-river Walden hydroelectric 
power plant near Lillooet, British Columbia. This plant sells its entire output to BC Hydro under a power purchase 
agreement expiring in 2013. Generation operations in British Columbia were acquired as part of FortisBC in May 
2004.

Non-regulated generation operations in Upper New York State include four hydroelectric generating stations 
with a combined generating capacity of 23 MW under licenses from FERC. These generating stations operate as 
FortisUS Energy, which became a direct subsidiary of Fortis Properties on January 1, 2005, by way of a transfer 
from its subsidiary Maritime Electric. Effective January 1, 2007, two of the power purchase agreements were 
renewed and all four plants are now selling energy to National Grid at market rates.

Non-regulated - Fortis Properties

Fortis Properties owns and operates 19 hotels with more than 3,500 rooms in eight Canadian provinces and 
approximately 2.8 million square feet of commercial real estate primarily in Atlantic Canada.

In 2007, Fortis Properties derived approximately 31% of its revenue from real estate operations and 69% of its 
revenue from hotel operations.

Strategy and Outlook

The Corporation’s principal business – regulated utilities – is capital intensive, and Fortis expects that most 
of its capital expenditures for the next fi ve years will relate primarily to Terasen, FortisAlberta and FortisBC. 
Consolidated utility capital expenditures for this period are expected to be over$4 billion.

Fortis also expects to focus its capital on funding further acquisitions of utility assets. The Corporation will 
continue to pursue acquisition opportunities both in and outside of Canada. 

As well, Fortis will pursue growth in its non-regulated businesses including hydroelectric generation, hotels, and 
real estate. Fortis will maintain approximately 15-20% of its assets in non-utility businesses since these businesses 
are providing fl exibility in fi nancing and tax planning. 

The primary objectives of the Company are that:
� Earnings should continue at a rate commensurate with that of a well-run North American utility
� Risks should not be substantially greater than associated with the operations of a similar-size North 

American utility
� Growth in assets and market cap should be greater than the average of other North American public gas 

and electric corporations of similar size.
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Management

The management team at Fortis is lean but has a very successful track record: it has grown signifi cantly in a highly 
regulated industry through strategic acquisitions and very skillful digestion of these acquisitions. Shareholders 
have benefi ted as a result.    

H. Stanley Marshall – President, Chief Executive Offi cer. Mr. Marshall joined Newfoundland Power Inc. in 
1979 and was appointed President and Chief Executive Offi cer of Fortis Inc. in 1996. A native of Carbonear, 
Newfoundland, Mr. Marshall earned a Bachelor of Applied Science Degree in Chemical Engineering from the 
University of Waterloo and Bachelor of Laws at Dalhousie University. He is a member of the Law Society of 
Newfoundland and Labrador and a registered professional Engineer. Mr. Marshall serves on the Boards of all 
Fortis utilities in Western Canada and the Caribbean and the Board of Fortis Properties Corporation and is a 
Director of Toromont Industries Ltd.

Barry V. Perry – Vice President, Chief Financial Offi cer. Most recently, Mr. Perry held the position of Vice President, 
Finance and Chief Financial Offi cer of Newfoundland Power. Previously he held the position of Vice President 
Treasurer with a global forest products company and Corporate Controller with a large crude oil refi nery.

Active in the business community, Mr. Perry is a member of the Finance and Taxation Committee of the 
Canadian Electrical Association and a member of the By-laws Advisory Committee for the Institute of Chartered 
Accountants of Newfoundland.

Ronald W. McCabe - General Counsel and Corporate Secretary and Donna G. Hynes - Assistant Secretary and 
Manager, Investor and Public Relations.

Industry

Domestic Energy Production by Energy Source (petajoules)

2002 2003 2004 2005 2006*

Petroleum (Crude Oil and gas plant NG liquids) 6,049 6,365 6,517 6,404 6,739

Natural Gas 6,660 6,462 6,524 6,373 6,588

Hyrdoelectricity 1,245 1,198 1,207 1,289 1,271

Nuclear 824 817 986 1,009 1,090

Coal 1,430 1,326 1,476 1,494 1,554

Reneweable and Other 631 633 657 681 707

Total 16,839 16,801 17,367 17,250 17,949
*estimates
Source: Statistics Canada, National Energy Board
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Canada is not only self suffi cient in terms of electricity generation and distribution, it is a net exporter thanks to 
the abundance of natural resources such as water and coal. However, there is always a need for sustainability of 
supply in the long term. Following is a list of factors affecting the supply-demand balance of Canada’s electricity 
market across provinces: 

Sources of generation – In 2006, hydro generation accounted for 59% of electric power in Canada while nuclear 
energy provided about 16% of the country’s total electricity production. 

Depending on proximity to natural sources of generation, some provinces such as Quebec, Manitoba, British 
Columbia, and Newfoundland and Labrador, are known as hydro-based provinces. On the other hand, thermal-
based jurisdictions such as Nova Scotia, Saskatchewan and Alberta rely primarily on coal while other provinces like 
New Brunswick and PEI use mostly oil. In Ontario, nuclear power accounts for more than half of total electricity 
generation (and New Brunswick has also nuclear power plants). Cost is the differentiating factor.  Changes in the 
price of oil, coal and natural gas price, especially for thermal resources, create signifi cant volatility with respect to 
the cost of electricity. Provinces are looking for ways to keep costs down. Recent increases in the price of fossil 
fuels, for example, have adversely affected the cost structure of electricity generation. In 2006, the proportion of 
electricity generated in Canada using fossil fuels declined by 7.0%.  

Aging infrastructure – Although hydro generation seems less affected by volatility in commodity markets, their 
aging transmission and distribution lines are a signifi cant issue. In addition, the cost of building new generation 
facilities is an important factor in determining where new sources of generation will be located. Currently most 
alternative and renewable energy sources are more costly than thermal-based generation.  The good news is that 
technological advances are helping to reduce the cost for many alternative and renewable resources. The bad 
news is that combined generation from wind, solar and tidal sources in 2006 represented less than 0.5% of total 
generation.

But there is hope for renewable energy sources. Wind generation has been growing signifi cantly in Canada 
according to the Statistics Canada. Wind generation capacity in Canada more than doubled in 2006 and 
continued to grow in 2007. The largest increase was posted in Ontario. According to the Canadian Wind Energy 
Association, Canada’s current installed capacity is 1,856 MW – enough to power 560,000 Canadian homes 
or the equivalent of 0.8 % of the total electricity demand. There are provincial wind policies in place, mostly 
setting targets for generation coming from renewable energy sources. Although these targets are not necessarily 
mandatory, factoring the volatile energy prices into the picture, there is good business sense in reaching them. 
The estimated total economic impact of the wind industry in Canada was approximately $1.5 billion in 2006.  

Market structures – Canada is a net electricity exporter. The trade between certain Canadian provinces and the 
U.S. (north-south grid) is better than inter-provincial trade among Canadian provinces (east-west grid) because, 
historically, inter-provincial trade was not considered economically attractive. Hydro-based provinces, in particular, 
prefer to export some of their production. The revenue generated by this export trade returns to taxpayers in the 
form of lower prices or as a contribution to government revenues. 
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Regulatory environment – A traditional vertically integrated market structure has been abandoned in many 
provinces. Alberta and Ontario opened their markets to wholesale and retail competition; other provinces partially 
restructured their markets or have maintained existing models. British Columbia, Saskatchewan, Québec, and 
New Brunswick have wholesale access and retail access to large industrial users while Manitoba allows wholesale 
access only. Although the objective is to encourage competition and, thereby obtain effi ciencies, in many 
provinces, there is a debate over the success of restructuring in terms of reaching intended objectives. Except for 
Alberta and Ontario, pricing structure is a regulated cost-of-service rate. 

Financial Analysis

* Before corporate and other net expenses

The fi ve-year average revenue growth of Fortis is 
approximately 33% (CAGR is 173%), which is signifi cantly 
above the industry average Most of this growth is 
generated by acquisitions. The Company’s revenues were 
considerably boosted by the acquisition of FortisAlberta 
and FortisBC in 2004 and Terasen in 2007. Recently 
announced year-end results have shown that Fortis 
increased its revenues by 85% in 2007, thanks primarily 
to the acquisition of Terasen, which is responsible for 
62% of the growth over three quarters. According to 
our calculations, acquisition of Fortis Turks and Caicos 
in August 2006 and inclusion of its full-year fi nancials 
in the consolidated revenues of 2007 as well as that of 
the Caribbean Utilities had an impact of approximately 
15 -25% in overall revenue growth. Therefore, we have 
determined that the organic growth rate of the Company 
was approximately 5% for the year 2007.        

In 2007, 79% of the Company’s total revenue was derived 
from the Canadian regulated segment –- including Terasen 
(34%). The largest share in the regulated electricity group 
belongs to Newfoundland Power, which contributed 18% 
of the total revenue of Fortis Inc. Fortis Properties revenue 
contributed 7% and the Caribbean 11%. 

During 2007, FortisAlberta added 18,000 customers 
bringing the total number of customers to over 448,000. 
An increase in the number of customers, an increase 
in the distribution rates, franchise fee revenue, net 
transmission revenue, and other increases resulted in an 
almost 8% growth in this subsidiary’s revenue. Although 
the operating expenses were higher in 2007, FortisAlberta 
managed to boost its earnings by 14%. 
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In 2007, Fortis BC’s electricity sales were negatively 
affected by warmer temperatures and reduced industrial 
loads associated with plant optimization by a signifi cant 
industrial customer. Yet this subsidiary achieved sales and 
revenue growth during the year. Higher electricity rates, 
lower energy supply costs and corporate taxes helped 
FortisBC increase its earnings for the year by 15%. 

Fortis’ fl agship company, Newfoundland Power, had a mediocre year in 2007 with 16% revenue growth due to 
fl ow-through of high energy supply costs and no earnings growth. Although Newfoundland Power had increased 
electricity sales, this was partially offset by a decrease in electricity rates due to a lower allowed ROE. 

Higher average consumption due to cooler-than-normal weather conditions experienced on PEI and Ontario 
resulted in higher electricity sales for Maritime Electric and FortisOntario. However, in Ontario, the subsidiary lost 
a major industrial customer and another industrial customer temporarily shut down its operations. Therefore, 
this segment’s revenues grew a modest 4% in 2007. Thanks to the one-time gain at FortisOntario and increased 
electricity sales and rates, this segment increased its earnings by 14%. 

There are a few changes on the Caribbean operations of Fortis. In November 2006, Fortis acquired an additional 
16% interest in Caribbean Utilities, bringing its total interest to 54%. Also, Fortis acquired two companies in the 
Turks and Caicos, and 2007 was the fi rst year of ownership of Fortis Turks & Caicos and therefore a full year of 
consolidation of its fi nancial results in the Company’s 2007 year-end statements. The impacts of consolidating 
aside, higher electricity sales and lower fi nance charges at Belize Electricity were partially offset by the impact of 
stronger Canadian dollar and lower earnings in Caribbean Utilities.

On the generation front, revenues were lower due to decreased production (lower rainfall), partially offset by 
higher average wholesale energy prices in Ontario and the fl ow-through of increased energy supply-related costs 
in central Newfoundland. Earnings were lower primarily due to lower production. 

Fortis Properties, on the other hand, had a very good year with 17% revenue growth and 26% earnings growth. 
The growth of the Company’s hospitality operations in western Canada and favorable corporate tax adjustment 
contributed to the bright performance of this subsidiary.

Constituents of “the Corporation and Other” segment 
have changed this year. On top of the usual expense 
and revenue items not specifi cally related to any other 
reportable segment, interest on debt incurred directly by 
Terasen Inc. and the fi nancial results of CWLP are also 
added. CWLP is a non-regulated shared-service business 
in which Terasen holds a 30% interest. Although the 
revenues for this group increased by 144%, it posted a 
loss of $61 million mainly due to $70 million in fi nance 
charges for the year.  
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Although the Company’s EBITDA margin declined to 30% in 2007, it fi ve-year average of this ratio (33%) is 
still comparable with its peers. Operating income in 2007 grew 52%, of which Terasen’s growth accounted for 
39%. This is an important ratio considering that one of Terasen’s most profi table quarters (the fi rst quarter) is 
not included in this fi gure. Seasonality is a factor in Terasen’s earnings since the fi rst and fourth quarters are the 
company’s best quarters in terms of profi tability.  

In terms of its asset size, Fortis has almostdoubled in the last years. Today the Company is seven times bigger than 
it was in 2000 and ten times bigger than it was a decade ago. Important additions to the Company’s asset size 
include the Terasen acquisition in 2007, FortisAlberta and FortisBC in 2004, Caribbean expansion and acquisition 
of hospitality operations in 2006, and an hotel acquisition in 2007. Regulated assets constitute the majority of the 
Company’s total assets.  

In addition to strategic acquisitions, Fortis continuously invests in subsidiaries. The Company’s capex budget 
averaged approximately 30% of its sales in the last fi ve years. As the Company’s strategy suggests, Fortis will 
continue to grow its principal business: ownership and operation of regulated utilities. The Company also keeps 
15% - 25% of its assets in non-utility businesses. These businesses not only support its utility enterprises but also 
provide the Company fl exibility in fi nancial and tax planning that is not generally possible for utilities because of 
regulatory and public policy constraints. 

As the Company forecasted in its 2008 capex budget, $890 million will be spent for the subsidiaries as shown 
in the table below. Fortis expects to use approximately 50% of this budget for growth and 35% for ensuring 
continued and enhanced performance, reliability and safety of generation and transmission/distribution assets. 
The remaining 15% will be spent on the facilities and for equipment, vehicles, information systems, and other 
assets. 
 

Gross Capex - 2007 and 2008 (Forecasted)
($ million) Terasen FortisAlberta FortisBC NF Power Other Reg 

(Canadian)

Regulated

Caribbean

Non-Regulated Total

2007 120 285 147 72 38 106 22 790

2008 250 264 136 53 38 101 48 890

Among the signifi cant capital projects planned, TGVI’s liquefi ed natural gas (LNG) storage facility on Vancouver 
Island is expected to be completed by 2011 at a cost of $175 - $200 million. It will allow more effi cient use of 
TGI’s existing pipeline system and result in improved reliability and security of supply during system interruptions 
or in times of high demand. Construction is expected to begin in April 2008 based on conditional approval 
from BCUC in November 2007. Additionally, FortisAlberta, FortisBC and Fortis Generation have ongoing capital 
projects that are expected to be completed between 2009 and 2011. 

Debt has always been a preferred form of fi nancing for the Company, and accounts for almost 54% of total 
assets (preference shares excluded). The Company borrowed $603 million under committed credit facilities and 
issued $797 million of long-term debt in 2007. Fortis also assumed Terasen’s consolidated debt, $2.4 billion, as 
part of the acquisition. The debt-to-equity ratio has increased steadily to 2.03 from 1.59 over the last fi ve years 
mainly due to the Company’s fi nancing strategy. Along with the increasing indebtedness, the interest coverage 
ratio of Fortis has been declining (1.81 for 2007), though it is still within an acceptable range.   
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Well-recognized debt rating agencies also agree on the Company’s fi nancial strength. DBRS rated Fortis at BBB 
(high) and S&P Rating Services confi rmed it with A- (raised after the acquisition of Terasen).  

The Company has a reputation for increasing dividends, 
which it has done for 35 consecutive years. The payout 
ratio for 2007 was 58.6%, which is above its peers. The 
average payout ratio for the last fi ve years is 50%. In 
2007, the Company issued 44.3 million common shares 
for gross proceeds of $1.15 billion to fi nance part of the 
acquisition of Terasen. With this dilution, the EPS of the 
Company declined although the net income rose 31%.

Valuation

We have used three methods to value Fortis. The fi rst is the Discounted Cash Flow (DCF) method. In order to 
estimate and discount the future cash fl ows of the Company, certain assumptions had to be made:

� 2008 will be another year of high growth for Fortis mainly due to the full-year consideration of Terasen’s fi nancials. Considering that 

one of Terasen’s best quarters was not accounted for in the Fortis 2007 fi nancials, most of the new growth will come from Terasen. 

Keeping other segments relatively conservative, we assumed that FortisAlberta and FortisBC would continue to take advantage of 

the economic growth and investments made previously. The Caribbean will be another growing segment of the Company. Overall, 

we assumed that total revenue will grow approximately 37% in 2008. From 2008 on, we assumed that the Company would grow 

by 6% over the long term. The loss of revenue from Ontario generation in 2009 is the only expected hiccup in the Company’s 

estimated revenue stream, which is not expected to have a signifi cant affect. This loss (of revenue and earnings) is expected to be 

partially offset by Vaca Hydroelectric generating facility being online in late 2009.

� We assumed that the operating margin of Fortis would gradually increase over the next fi ve years. For 2008, our estimate is 21%.

� Our DCF scenario is based on the current status of the Company with an assumption of “no acquisition.” Although this is highly 

unlikely, with no specifi c data on prospective acquisitions, this is the most conservative scenario.

� Our capex assumption is based on the Company’s plan of $4 billion in fi ve years. Also, Fortis forecasts a budget of $890 million for 

2008 capital expenditures. We assume that Fortis would fi nance this budget 60% by debt.

� We calculated the weighted average cost of capital as 7% for the Company using its current borrowing rate and cost of equity 

derived from the CAPM run for Fortis. 

We also used a Dividend Discount Model to determine a target value for Fortis. In this method, we used the same 
cost of equity that we derived for the DCF method. We assumed that the Company would keep its payout ratio 
unchanged for the next fi ve years and after fi ve years, the stable growth rate would settle at 3%. 

The last method that we applied for the Company’s valuation is Market Multiples. Selected multiples are P/E, 
P/S, P/BV and EBITDA Margin. The peer group consists of Canadian Utilities, Atco Ltd, Emera Inc., Epcor Power, 
Algonquin Power, Northland Power, and Transalta Corporation. 

According to weighted average of these methods, we reached a target price of $33.00. 
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Fortis Inc. 
(FTS - $27.26)
Earnings Update

Outperform
Target Price: $33.00

Good quarter boosted by Terasen

Fortis announced its Q1 fi nancials for 2008. Revenue growth (y-o-y) 

was 137% mainly due to the contribution from Terasen (Terasen Gas 

Companies). The organic revenue growth was approximately 5% thanks 

to Fortis Alberta and Newfoundland Power.

Operating income of the Company increased 118% overall and 4% 

excluding the contribution of Terasen. Due to the nature of its business, 

Terasen’s annual earnings is virtually created in the fourth and fi rst 

quarter of the year. Fortis Alberta and Caribbean Utilities enjoyed 

growth in their earnings y-o-y. Due to quarterly shift in the distribution 

of annual purchased power expense, earnings of Newfoundland Power 

will be lower in the fi rst and fourth quarters and higher in the second 

and third quarters of 2008 as compared to the same periods in 2007. 

Annual earnings of Newfoundland Power will not be affected from this 

shift. 

The table below presents the quarterly highlights of the segments:

($ million) Operating Revenues Operating Income

Q1/2008 Q1/2007 Q1/2008 Q1/2007

Terasen 635 na 113 na

Fortis Alberta 73 64 20 17

Fortis BC 66 64 20 20

NF Power 164 154 18 24

Other Canadian 70 70 10 11

Electric Caribbean 75 77 17 9

Fortis Generation 19 21 11 12

Fortis Properties 45 40 10 9

Corporate & Other 7 3 1 -

Intersegment Elimination (8) (10) (4) (3)

Consolidated 1,146 483 216 99

 
Announced Q1 EPS of $0.58 is in line with our annual estimates. 

Our target price for the Company is $33.00 (unchanged) and 

recommendation is “Outperform” (unchanged). 

Market Capitalization ($ million) 4,279

Outstanding Number of Shares (million) 156

Dividend Yield (%) 3.66

($ million except 
per share data)

2007 2008E 2009E

Revenues 2,718 3,733 3,957

EBITDA 814 1,116 1,204

EPS 1.40 1.58 1.89

Citadel Securites Estimates

Fortis Inc. is the largest investor-owned distribution 
utility in Canada, serving almost 2,000,000 gas and 
electric customers. Its regulated holdings include a 
natural gas utility in British Columbia and electric 
utilities in 5 Canadian provinces and 3 Caribbean 
countries. It owns non-regulated hydroelectric 
generation assets across Canada and in Belize 
and upper New York State. It also owns hotels & 
commercial real estate in Canada.

May 2, 2008



Terasen

As the largest investor-owned distribution utility in Canada, Fortis has been increasing its presence and its revenue by mostly 

acquisitions. The Company acquired Terasen Gas Companies (Terasen) for $3.7 million on May 17, 2007. The acquisition has 

been accretive to the Company as expected. Due to the nature of its business, Terasen’s earnings are created in the fourth and 

fi rst quarters of the year. Therefore Q1/2008 was a supergrowth quarter for the overall fi nancials of Fortis. 

Recent Developments

As for the 2008 allowed rates of return on common shareholders’ equity for Terasen, Fortis Alberta, Fortis BC and Newfound-

land Power, they have been set at 8.62 per cent, 8.75 per cent, 9.02 per cent and 8.95 per cent, respectively. Also in Febru-

ary 2008, Fortis Alberta received regulatory approval of a Negotiated Settlement Agreement for its 2008 and 2009 electricity 

rates. Caribbean Utilities was granted a new exclusive 20-year transmission and distribution licence and a new non-exclusive 

21.5 year generation licence by the Government of Cayman Islands in April 2008. 

Cash Flow and capex

The Company’s operating cash fl ow was also more than doubled by the increase in its earnings. Fortis is planning to spend 

$4 billion for capital expenditures in fi ve years including 2008. Also, Fortis forecasts a budget of $890 million for 2008 capital 

expenditures. The Company spent $162 million for utility capital expenditures in Q1/2008.

Segments

Fortis Alberta continued to be one of the high performers in this quarter. Energy deliveries increased by 4.9% q-o-q and the 

company enjoyed both customer growth and increase in distribution rate. Although these are offset by lower tax recoveries 

(driven by a decline in deductions taken for a tax purposes compared to accounting purposes), higher labour and employee 

benefi t costs and increased amortization costs, Fortis Alberta managed to increase its operating earnings while having slightly 

less net earnings. 

Newfoundland Power also enjoyed the increase in electricity sales as well as the average increase in customer rates. However, 

due to the quarterly shift in distribution, the company’s earnings were lower. Under the regulated rate structure, annual pur-

chased power expense per kilowatt hour is higher in the winter months and lower in the summer months. Although annual 

earnings will not be impacted by this shift, Newfoundland Power will post lower earnings in the fi rst and fourth quarters and 

higher in the second and third quarters of 2008 as compared to the same period in 2007.   

Other Canadian Electric Utilities, which include Maritime Electric and FortisOntario, had lower revenues mainly due to the 

lower average consumption as a result of warmer-than-normal weather conditions in Ontario. The comparison also shows the 

impacts of the loss of a major industrial customer and a temporary shutdown of operations of another industrial customer in 

Ontario.

Caribbean Utilities had 7.1% increase in electricity sales; however, the revenues were affected by foreign exchange associ-

ated with the translation of foreign-currency dominated revenue - by $12 million. Excluding this unfavorable impact, revenues 

increased by $10 million quarter over quarter. Caribbean Utilities also enjoyed higher earnings partially ofset by increased 

fi nance charges, amortization costs and unfavorable foreign exchange impact. 

Fortis Generation experienced a decline in its revenues and earnings mainly due to the lower production, reduced average 

wholesale energy prices per MWh in Ontario and unfavorable impact of foreign exchange. On the other hand, Fortis Proper-

ties had a good quarter with increased revenues and earnings boosted by the acquisition of Delta Regina.   
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Valuation

We have initiated coverage on Fortis on Feb 25, 2008. Here are the assumptions we presented in our initial report:

 2008 will be another year of high growth for Fortis mainly due to the full-year consideration of Terasen’s fi nancials. Considering that one of 

Terasen’s best quarters was not accounted for in the Fortis 2007 fi nancials, most of the new growth will come from Terasen. Keeping other 

segments relatively conservative, we assumed that FortisAlberta and FortisBC would continue to take advantage of the economic growth and 

investments made previously. The Caribbean will be another growing segment of the Company. Overall, we assumed that total revenue will 

grow approximately 37% in 2008. From 2008 on, we assumed that the Company would grow by 6% over the long term. The loss of revenue 

from Ontario generation in 2009 is the only expected hiccup in the Company’s estimated revenue stream, which is not expected to have a 

signifi cant affect. This loss (of revenue and earnings) is expected to be partially offset by Vaca Hydroelectric generating facility being online in 

late 2009.

� We assumed that the operating margin of Fortis would gradually increase over the next fi ve years. For 2008, our estimate is 21%.

� Our DCF scenario is based on the current status of the Company with an assumption of “no acquisition.” Although this is highly 

unlikely, with no specifi c data on prospective acquisitions, this is the most conservative scenario.

� Our capex assumption is based on the Company’s plan of $4 billion in fi ve years. Also, Fortis forecasts a budget of $890 million for 

2008 capital expenditures. We assume that Fortis would fi nance this budget 60% by debt.

� We calculated the weighted average cost of capital as 7% for the Company using its current borrowing rate and cost of equity 

derived from the CAPM run for Fortis. 

We do not see any reasons to change our assumptions that provided the base for our DCF valuation. We also used a Dividend 

Discount Model to determine the target value of Fortis. In this method, we used the same cost of equity that we derived for 

the DCF method. We assumed that the Company would keep its payout ratio unchanged for the next fi ve years and after fi ve 

years, the stable growth rate would settle at 3%. 

The last method that we applied for the Company’s valuation is Market Multiples. Selected multiples are P/E, P/S, P/BV and 

EBITDA Margin. The peer group consists of Canadian Utilities, Atco Ltd, Emera Inc., Epcor Power, Algonquin Power, Northland 

Power, and Transalta Corporation. 

According to weighted average of these methods, we keep our target price of $33.00 for the Company. We think that Fortis 

is a well-managed, dynamic utility company with signifi cant upside growth potential as well as attractive income-portfolio 

staple with its increased dividends.    
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Earnings Update

Outperform
Target Price: $33.00

Solid and growing

Fortis announced its 1H fi nancials for 2008. Revenue growth (y-o-

y) was 90% mainly due to the contribution from Terasen (Terasen 

Gas Companies). Since the acquisition of Terasen was completed on 

May 17, 2007, its revenues are only partially included in the half year 

fi nancials of 2007. Like in the fi rst quarter, revenue growth excluding 

Terasen was 5% for the fi rst half of this year. 

Operating Income of the Company increased 19% q-o-q and 63% y-

o-y. EPS for the fi rst half is $0.77 as compared to $0.69 of the same 

period last year. This result includes $13 million ($0.08 per common 

share) charge for the 70% share of the previously incurred fuel and 

purchase power costs being disallowed at Belize Electricity and a one-

time charge of approximately $2 million at FortisOntario associated with 

the repayment of interconnection agreement amounts received in the 

fourth quarter of 2007.  

The table below presents the quarterly highlights of the segments:

($ million) Operating Revenues Operating Income

Q2/2008 Q2/2007 Q2/2008 Q2/2007

Terasen* 1,025 130 160 17

Fortis Alberta 148 132 42 36

Fortis BC 119 115 36 33

NF Power 284 269 43 43

Other Canadian 131 135 19 22

Electric Caribbean 153 151 11 24

Fortis Generation 41 39 24 22

Fortis Properties 99 87 26 24

Corporate & Other 12 8 2 3

Intersegment Elimination (18) (17) (6) (5)

Consolidated 1,994 1,049 357 219

 * The Terasen Gas companies were acquired on May 17, 2007. 

Announced 1H EPS of $0.77 is in line with our annual estimates. Our 

target price for the Company and recommendation remain same as 

previous. 

Market Capitalization ($ million) 3,994

Outstanding Number of Shares (million) 157

Dividend Yield (%) 3.93

($ million except 
per share data)

2007 2008E 2009E

Revenues 2,718 3,733 3,957

EBITDA 814 1,116 1,204

EPS 1.40 1.58 1.89

Citadel Securites Estimates

Fortis Inc. is the largest investor-owned distribution 
utility in Canada, serving almost 2,000,000 gas and 
electric customers. Its regulated holdings include a 
natural gas utility in British Columbia and electric 
utilities in 5 Canadian provinces and 3 Caribbean 
countries. It owns non-regulated hydroelectric 
generation assets across Canada and in Belize 
and upper New York State. It also owns hotels & 
commercial real estate in Canada.

August 12, 2008



Recent Developments

The Public Utilities Commission (PUC) of Belize denied any average rate increase and ordered a BZ36 million retroactive adjust-

ment associated with the disallowance of previously incurred fuel and purchased power costs. The PUC also reduced Belize 

Electricity’s target allowed ROA to 10% from 12%. As a rsult of the Final Decision, Belize Electricity recorded an $18 million 

charge ($13 million of which is the share of Fortis) to energy supply costs during the Q2/2008. Belize Electricity fi led an ap-

plication for judicial review and appeal of the Final Decision with the Supreme Court of Belize on July 25, 2008.

In May, the Company completed a public offering of 8,000,000 Series G First Preference Shares at a price of $25.00 per share 

for gross proceeds of $200 million. The Company will use this funds to repay $170 million of debt, which was incurred to 

fund a portion of the acquisition of Terasen and the acquisition of the Delta Regina Hotel in 2007.

 

Segments

Fortis Alberta continued to be one of the high performers in this quarter as well. Energy deliveries increased by 4.1% y-o-y 

and the company enjoyed increased energy demand attributable to customer growth. However this revenue growth was 

offset by lower tax recoveries, higher labour and employee benefi t costs and increased amortization costs. Therefore earnings 

were $9 million lower ytd compared to the same period last year. 

Newfoundland Power also enjoyed the increase in electricity sales as well as the average increase in customer rates. However, 

due to the quarterly shift in distribution, the company’s earnings were $3 million lower ytd compared to the same period last 

year.Excluding this impact, the earnings of Newfoundland Power is slightly higher comparatively to 1H/2007 

The revenues were lower in Other Canadian Electric Utilities, which include Maritime Electric and FortisOntario mainly due to 

the lower average consumption as a result of warmer-than-normal weather conditions in Ontario and an unscheduled mainte-

nance outage by a large customer at Maritime Electric. 

Fortis Generation experienced an increase in its revenues by 5% and earnings by 8% mainly due to the higher production in 

central Newfoundland during the second quarter of 2008 as a result of higher rainfall.

Fortis Properties increased its revenues by 14% ytd comparatively to 1H/2007 both through the acquisitions of 2007 and-

growth in rates and business. Revenue per available room for Q2/2008 was $87.54 compared to $82.11 for Q2/2007.

Valuation and Recommendation

Fortis remains to be a one of our picks due to its strategy and its execution. In addition to the fact that Fortis operates in a 

defensive industry, it also positions itself for more growth through possible acquisitions and organically to increase the share-

holder value. The announced results are in line with our annual estimates. Therefore we keep our target price and recommen-

dation unchanged. 
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Fortis Inc. 
(FTS - $26.34)
Earnings Update

Outperform
Target Price: $33.00

Q3 Earnings Update

Fortis announced its Q3 fi nancials for 2008. Revenue growth (y-o-y) 

was 60% partially due to the contribution from Terasen (Terasen Gas 

Companies). Quarter-over-quarter increase in revenue for the third 

quarter was 12% as compared to Q3 2007. Highest percentage revenue 

increase in the group belonged to Fortis Generation (24%). Caribbean 

segment followed it with 21% and Terasen’s increase was right behind 

them as 19%. 

Operating Income of the Company increased 44% y-o-y and 12% 

y-o-y. EPS for the fi rst three quarters is $1.08 as compared to $0.86 

of the same period last year. These results include a tax reduction of 

approximately $7.5 million associated with the settlement of historical 

tax matters at Terasen. This effect added $0.05 to the Basic EPS of the 

Company. 

The table below presents the highlights of the segments:

($ million) Operating Revenues Operating Income

YTD Q3/08 YTD Q3/07 YTD Q3/08 YTD Q3/07

Terasen* 1,296 357 191 47

Fortis Alberta 222 202 63 56

Fortis BC 171 167 52 47

NF Power 378 359 64 56

Other Canadian 197 198 30 33

Electric Caribbean 249 231 27 44

Fortis Generation 62 56 37 31

Fortis Properties 155 141 45 42

Corporate & Other 19 16 5 4

Intersegment Elimination (28) (27) (10) (9)

Consolidated 2,721 1,700 504 351

 * The Terasen Gas companies were acquired on May 17, 2007. 

Announced Q3 EPS of $1.08 is in line with our annual estimates. Our 

target price for the Company and recommendation remain same as 

previous. 

Market Capitalization ($ million) 4,137

Outstanding Number of Shares (million) 157

Dividend Yield (%) 3.80

($ million except 
per share data)

2007 2008E 2009E

Revenues 2,718 3,733 3,957

EBITDA 814 1,116 1,204

EPS 1.40 1.58 1.89

Citadel Securites Estimates

Fortis Inc. is the largest investor-owned distribution 
utility in Canada, serving almost 2,000,000 gas and 
electric customers. Its regulated holdings include a 
natural gas utility in British Columbia and electric 
utilities in 5 Canadian provinces and 3 Caribbean 
countries. It owns non-regulated hydroelectric 
generation assets across Canada and in Belize 
and upper New York State. It also owns hotels & 
commercial real estate in Canada.

November 3, 2008



Recent Developments

In early September, Hurricane Ike struck the Turks and Caicos Islands. Although the Company’s distribution system was damaged, there was 

not a signifi cant damage to the utility’s generating facilities. The hurricane’s damage caused a reduction of $1 million in the Q3 earnings due 

to a loss of revenue at Fortis Turks and Caicos. Since the large portion of the costs associated with re-connecting customers and restoring 

electricity service were capital in nature, these did not affect earnings. The company has business interruption insurance with a 30-day deduct-

ible period and is in the preliminary stage of determining its business interruption insurance claim. 

   

The British Columbia Utilities Commission (BCUC) approved FortisBC’s Okanagan Transmission Reinforcement project application in early 

October. FortisBC anticipates that construction activity forthe $141 million project will begin in the spring of 2009 and anticipates project 

completion in 2011. With this project, the company plans to upgrade the existing overhead transmission lines from 161kV to 230kV from Va-

seux Lake south to Oliver, and Vaseux Lake north to Penticton, and the addition of a 230kV from Vseux Lake north to Penticton. The plan also 

includes the construction of a new electrical substation in Oliver east of the current station, and modifi cations to the current Oliver substation 

as well as the Vaseux and RG Anderson substations. 

 

Segments

Terasen, contributing the highest share (48%) in the revenues of Fortis, increased its revenues by 19% q-o-q mainly due to increased 

consumption, higher gas commodity costs charged to customers and increase in gas distribution rates. On the earnings side, the settlement 

between Terasen and Revenu Quebec and Canada Revenue Agency was reached. As a result, Terasen  Gas Companies recorded an ap-

proximate $5.5 million tax reduction in the third quarter of 2008. Excluding the tax reduction, the Terasen Gas Companies incurred a loss of 

approximately $4.5 million in the third quarter, as a normal course of its seasonal business. 

FortisAlberta increased its revenues by 6% mainly due to a 6.8% increase in customer distribution rates. Bottomline earnings of the company 

is lower due to lower future income tax recoveries, higher operating expenses and increased amortization costs and fi nance charges - stem-

ming from the company’s signifcant capital expenditure program and related borrowing facilities.  

FortisBC’s revenues slightly declined by a percentage point due to the impact of reduced industrial customer loads. This was partially offset by 

residential, general service and wholesale customer growth primarily in the Okanagan region. The company enjoyed lower energy supply costs 

although this was partially offset by higher amortization resulting from the company’s capital expenditure program.  

Newfoundland Power and Other Canadian Electric Utilities had also enjoyed moderate growths in their revenues, 6% and 5% respectively.  

although it was tempered by the loss of electricity sales at Fortis Turks and Caicos as a result of Hurricane Ike in early September, Caribbean 

segment recorded 21% growth in its revenue for the quarter. The increases wee mainly due to customer growth, higher average usage as-

sociated with increased air conditioning load, and the impact of general economic growth. 

Due to the higher production, increased average wholesale energy prices per MWh in Ontario and in upper New York State, Forts Generation 

increased its revenues by 24% as compared to the same period in 2007. Fortis Properties enjoyed a slight revenue growth (4%) refl ecting rev-

enue contribution from the Delta Regina, acquired on August 1, 2007 and improved performance at Fortis Properties” hospitality operations 

in Atlantic Canada. 

Valuation and Recommendation

Fortis remains to be a one of our picks due to its strategy and its execution. In addition to the fact that Fortis operates in a defensive industry, 

it also positions itself for more growth through possible acquisitions and organically to increase the shareholder value. The announced results 

are in line with our annual estimates. Therefore we keep our target price and recommendation unchanged. 
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Fortis Inc. 
(FTS - $22.85)
Earnings Update

Outperform
Target Price: $28.00

2009 Q1 Earnings Update

Fortis announced its fi rst quarter fi nancials for 2009. Revenue growth 

(q-o-q) was 4.8%.  Highest percentage revenue increase in the group 

belonged to the Caribbean segment (11%) followed by Fortis BC (9%) 

and Fortis Alberta (8%). Favorable result in the Caribbean segment is 

mainly due to the foreign exchange impact (of the strengthening US 

dollar against the Canadian dollar) and the one-time recording of $1 

million of favorable appeal judgment at Fortis Turks and Caicos related 

to a customer rate classifi cation matter. The revenue increase in Fortis 

BC was driven by the increase in electricity sales and electricity sales 

growth. Fortis Alberta also benefi ted from the customer distribution 

rates and the favorable impact of load and customer growth.  

Operating Income of the Company declined 2.3% q-o-q. EPS for the 

quarter is $0.54 as compared to $0.58 of the same quarter of 2008.

 

The table below presents the highlights of the segments:

($ million) Operating Revenues Operating Income

Q1/2009 Q1/2008 Q1/2009 Q1/2008

Terasen 669 635 109 113

Fortis Alberta 79 73 23 20

Fortis BC 72 66 23 20

NF Power 169 164 17 18

Other Canadian 70 70 12 10

Electric Caribbean 83 75 12 17

Fortis Generation 16 19 9 11

Fortis Properties 47 45 9 10

Corporate & Other 7 7 2 1

Intersegment Elimination (11) (8) (5) (4)

Consolidated 1,201 1,146 211 216

 
We kept our target price ($28.00)and our recommendation unchanged.

Market Capitalization ($ million) 3,879

Outstanding Number of Shares (million) 169.8

Dividend Yield (%) 4.55

($ million except 
per share data)

2008 2009E 2010E

Revenues 3,903 4,010 4,130

EBITDA 1,048 1,155 1,216

EPS 1.56 1.55 1.65

Citadel Securites Estimates

Fortis Inc. is the largest investor-owned distribution 
utility in Canada, serving almost 2,000,000 gas and 
electric customers. Its regulated holdings include a 
natural gas utility in British Columbia and electric 
utilities in 5 Canadian provinces and 3 Caribbean 
countries. It owns non-regulated hydroelectric 
generation assets across Canada and in Belize 
and upper New York State. It also owns hotels & 
commercial real estate in Canada.

May 5, 2009



Recent Developments

In December 2008, Fortis issued 11,700,000 Common Shares at a price of $25.65 per share for gross proceeds to the Corporation of 

$300,105,000. The net proceeds of the offering is used mainly to repay $200 million of debt of Terasen and for general corporate purposes. 

In April 2009, Fortis Properties acquired a hotel in Ontario. Fortis paid $7 million for the 214-room Holiday Inn Select in Windsor. With that 

acquisition, Fortis Propertis owns 21 hotels  with more than 4,000 rooms in eight Canadian provinces in addition to approximately 2.8 million 

square feet of commercial real estate primarily in Atlantic Canada. 

Segments

Terasen, contributing the highest share (56%) in the revenues of Fortis in the fi rst quarter of 2009, increased its revenues by 5% q-o-q mainly 

due to increased residential consumption and higher basic customer delivery rates compared to the same quarter in 2008. Earnings of Terasen 

were comparable q-o-q. 

FortisAlberta increased its revenues by 8% q-o-q mainly due to an 8.6% increase in customer distribution rates, effective January 1, 2009, and 

the impact of customer and load growth. The earnings of Fortis Alberta were slightly higher q-o-q due to the increase in customer distribution 

rates and load and customer growth, although these were partially offset by the increased operating expenses, amortization costs and fi nance 

charges. 

FortisBC’s revenues increased by 9% q-o-q. The increase was driven by a 4.6% increase in electricity rates, effective January 1, 2009, and 

the electricity sales growth. The Company’s earnings were $2 million higher q-o-q due to the impact of the increase in electricity rates and 

customer growth. These, however, were partially offset by higher energy supply costs, operating expenses and amortization costs.  

Newfoundland Power’s revenues were 3% higher q-o-q driven by electricity sales growth.The Company’s earnings were comparable q-o-q. 

The impact of electricity sales growth was offset largely by the impact of higher demand charges from Newfoundland and Labrador Hydro 

Corporation, associated with meeting peak load requirements during the winter season, and increased amortization costs associated with 

continued capital investment in capital assets. 

Although the highest percentage revenue growth in the group came from the Caribbean Utilities, it was mainly the favorable impact of the 

foreign exchange and one-time recording of a rate classifi cation matter. Otherwise, the electricity sales declined due to cooler-than-normal 

weather conditions combined with the unfavorable impacts of global economic conditions in tourism. oil, construction and related industries. 

Forts Generation’s revenue for the quarter declined by 16% q-o-q. This is mainly due to the inclusion of energy sales associated with the 

generation operations in Central Newfoundland for only 1 1/2 months as compared to a full quarter in 2008. The Company changed to the 

equity method of accounting for these operations in February 2009. This decision was as a result of the expropriation of Newfoundland base 

d assets of AbitibiBowater Inc. by the government of Newfoundland and Labrador. 

Valuation and Recommendation

Fortis remains to be a one of our picks due to its strategy and its execution. In addition to the fact that Fortis operates in a defensive industry, 

it also positions itself for more growth through possible acquisitions and organically to increase the shareholder value. The announced results 

are in line with our annual estimates. Our recommendation and target price remain unchanged. 
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Fortis Inc. 
(FTS - $25.75)
Earnings Update

Outperform
Target Price: $30.00

2009 Q2 Earnings Update

Fortis announced its second quarter fi nancials for 2009. Revenues 

declined 11% as compared to Q2/2008. Being the largest contributor 

to the Company’s total revenues, Terasen recorded $101 million lower 

revenue than Q2/2008. The decline was driven by lower gas volume 

consumption and lower commodity costs charged to customers. 

In addition, Fortis Generation experienced a decline in revenues of 

approximately $13 million as compared to the same period last year. 

This is mainly due to the expiry of the power-for-water exchange 

agreement related to the Rankine hydroelectric generating facility 

in Ontario and a change in the accounting method for central 

Newfoundland operations in 2009. 

Despite the decline in revenues, the Company managed to increase 

its Net income from $29 million (Q2/2008) to $53 million in Q2/2009. 

The EPS of the Company for the quarter is recorded as $0.31 per share 

as compared to $0.19 of the same period last year. The improvement 

has also refl ected on the year-to-date EPS of $0.85 ($0.77 in the fi rst 

half of 2008) This improvement in the earnings is mainly due to the 

lower corporate taxes and fi nancing charges in the Company’s various 

subsidiaries. 

 

The table below presents the highlights of the segments:

($ million) Operating Revenues Operating Income

Q2/2009 Q2/2008 Q2/2009 Q2/2008

Terasen 289 390 45 47

Fortis Alberta 81 75 27 21

Fortis BC 55 53 16 16

NF Power 119 120 25 25

Other Canadian 63 61 11 9

Electric Caribbean 82 78 14 (6)

Fortis Generation 9 22 5 13

Fortis Properties 58 54 16 16

Corporate & Other 7 5 - 1

Intersegment Elimination (9) (10) (3) (2)

Consolidated 754 848 156 141

 
We increased our target price from $28.00 to $30.00 and kept our 

recommendation unchanged.

Market Capitalization ($ million) 4,385

Outstanding Number of Shares (million) 170.3

Dividend Yield (%) 4.04

($ million except 
per share data)

2008 2009E 2010E

Revenues 3,903 4,010 4,130

EBITDA 1,048 1,155 1,216

EPS 1.56 1.55 1.65

Citadel Securites Estimates

Fortis Inc. is the largest investor-owned distribution 
utility in Canada, serving almost 2,000,000 gas and 
electric customers. Its regulated holdings include a 
natural gas utility in British Columbia and electric 
utilities in 5 Canadian provinces and 3 Caribbean 
countries. It owns non-regulated hydroelectric 
generation assets across Canada and in Belize 
and upper New York State. It also owns hotels & 
commercial real estate in Canada.

August 7, 2009



Recent Developments

In December 2008, Fortis issued 11,700,000 Common Shares at a price of $25.65 per share for gross proceeds to the 

Corporation of $300,105,000. The net proceeds of the offering is used mainly to repay $200 million of debt of Terasen and 

for general corporate purposes. 

In April 2009, Fortis Properties acquired a hotel in Ontario. Fortis paid $7 million for the 214-room Holiday Inn Select in 

Windsor. With that acquisition, Fortis Properties owns 21 hotels  with more than 4,000 rooms in eight Canadian provinces in 

addition to approximately 2.8 million square feet of commercial real estate primarily in Atlantic Canada. 

In June 2009, FortisOntario acquired a 10% interest in Grimsby Power Inc. (Grimsby) for approximately $1 million. Grimsby is 

an electric distribution utility serving approximately 10,000 customers in a service territory in close proximity to FortisOntario’s 

operations in Fort Eerie. Also in June 2009, FortisOntario entered into an agreement to acquire Great Lakes Power Distribution 

Inc., an electric distribution utility serving approximately 12,000 customers in the district of Algoma in northern Ontario, for 

approximately $68 million, subject to adjustment and customary regulatory approvals. 

Segments

Terasen, contributing the highest share (38%) in the revenues of Fortis in the fi rst quarter of 2009, had a decline in its rev-

enues by 26% y-o-y mainly due to lower gas volumes sold and lower commodity costs charged. Earnings of Terasen, on the 

other hand, were $2 million higher y-o-y due to a lower effective corporate income tax rate, lower fi nance charges related to 

decreased borrowing and higher basic customer delivery rates, partially offset by increased amortization costs associated with 

continued investment in capital assets. In February 2009, Terasen issued 30-year $100 million 6.55% unsecured debentures.

FortisAlberta increased its revenues by 8% y-o-y mainly due to an 8.6% increase in customer distribution rates, effective 

January 1, 2009, and the impact of customer and load growth. The earnings of Fortis Alberta were $10 million higher y-o-y 

due to lower corporate income taxes and the impact of the increase in customer distribution rates and load and customer 

growth, although these were partially offset by the increased operating expenses, amortization costs and fi nance charges. In 

February 2009, FortisAlberta issued 30-year $100 million 7.06% unsecured debentures.

FortisBC’s revenues increased by 4% as compared to the same quarter in 2008. The increase was driven by a 4.6% increase 

in electricity rates, effective January 1, 2009, and the electricity sales growth. The Company’s earnings were comparable with 

Q2/2008. In June 2009, FortisBC issued 30-year $105 million 6.10% unsecured debentures, under a short-form base shelf 

prospectus fi led in May 2009 for the issuance of up to $300 million in debentures from time to time during the 25-month life 

of the shelf prospectus.

Newfoundland Power’s revenues were $1 million lower y-o-y driven by lower average consumption in the quarter and lower 

amortization to revenue of certain regulatory liabilities. Earnings, on the other hand, were $1 million higher due to lower 

amortization costs, driven by a change in the quarterly allocation of these costs, the impact of a lower corporate income tax 

rate and a gain on the sale of property, partially offset by the impact of decreased electricity sales for the quarter. In May 

2009, Newfoundland Power privately placed 30-year $65 million 6.606% fi rst mortgage sinking fund bonds.



For the Other Canadian Electric Utilities, revenues for the quarter increased $2 million y-o-y. This is mainly due to the im-

pact of an approximate $3 million ($2 million after tax) one-time charge at FortisOntario. The impact of lower electricity sales 

and the fl ow through to customers of low energy supply costs at FortisOntario was partially offset by the impact of an average 

5.3% increase in customer electricity rates at Maritime Electric, effective April 1, 2009. Earnings were $2 million higher y-o-y 

and comparable excluding the one-time charge at FortisOntario. 

Revenues of  the Caribbean Regulated Electric Utilities for Q2/2009 increased $4 million y-o-y. This is mainly due to the 

favorable impact of the translation of foreign-currency denominated revenue. Excluding this impact, revenues decreased ap-

proximately $5 million y-o-y. Although the electricity sales increased, cost of power component of the average electricity rate 

at Belize Electricity increased and basic electricity rates at Caribbean Utilities increased by 2.4% effective June 1, 2009, this 

segment suffered from declines due to the fl ow through to customers of lower energy supply costs at Caribbean Utilities, a 

decrease in value-added delivery component of the average electricity arte at Belize Electricity and a change in methodology 

at Belize Electricity for recording customer installation fees. Earnings of this segment incrased by $12 million y-o-y, mainly due 

to the one-time charge in the second quarter of 2008. Caribbean Utilities privately placed 15-year US$40 million 7.50% senior 

unsecured notes with US$30 million placed in May 2009 and US$10 million placed in July 2009.

Revenues of Fortis Generation for Q2/2009 were $13 million lower as compared to the same period in 2008. The main 

factors of this decline were the loss of revenue subsequent to the expiry of the power-for-water exchange agreement related 

to the Rankine hydroelectric generating facility, the impact of changing to the equity method of accoounting for the fi nancial 

results of the hydroelectric generation operations in central Newfoundland during the fi rst quarter of 2009, lower average 

wholesale market energy prices per megawatt hour in Ontario and Upper New York State, partially offset by the impact of 

increased production in Belize. Earnings for the quarter were also $4 million lower y-o-y. 

Fortis Properties enjoyed higher revenues ($3 million) as compared to the same period last year mainly driven by revenue 

contribution from Sheraton Hotel Newfoundland, which was acquired in November 2008, and the 214-room Holiday Inn 

Select in Windsor, Ontario, which was acquired in April 2009. Earnings of this segment were $1 million higher y-o-y, driven 

by increased contribution from the Real Estate Division combined with lower corporate operating expenses, partially offset by 

lower contribution from the Hospitality Division mainly caused by lower hotel occupancies. 

Valuation and Recommendation

Fortis remains to be a one of our picks due to its strategy and its execution. In addition to the fact that Fortis operates in a 

defensive industry, it also positions itself for more growth through possible acquisitions and organically to increase the share-

holder value. The announced results are in line with our annual estimates. Due to the change in market multiples, we revised 

our target price to $30.00 (previously $28.00) while keeping our recommendation unchanged.
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No partner, director, or offi cer of Citadel Securities Inc. or research analyst involved in the preparation of this report provided services to the issuer for 

remuneration in the 12 months preceding the date of the publication of this report other than normal-course investment-advisory or trade-execution services. 

Citadel Securities Inc. is not making a market in equity or equity-related security of the Company mentioned in this report. 

All information contained in this report has been obtained from sources Citadel Securities Inc. believed to be reliable but is not guaranteed by us and may 

be incomplete. Any opinion expressed in this report is based upon our analysis and is subject to change. This report is prepared for purposes of providing 

information to investors who are expected to make their own investment decisions without undue reliance on this report. Therefore, no article or statement 

can be construed as a solicitation or offer to buy or sell the securities mentioned herein.  

Citadel Securities Inc. may act as fi nancial advisor, fi scal agent, or underwriter for the Company mentioned herein and may receive remuneration for its 

services. Citadel Securities Inc. or its offi cers, directors, representatives, and associates may have a position in the security mentioned herein. Because of 

the differences in laws regulating investments and trading in all countries, the securities mentioned in this report might not be eligible for sale in some 

jurisdictions. 

COPYRIGHT

All rights reserved. All material presented in this document, unless specifi cally indicated otherwise, is under copyright to Citadel Securities Inc. None of the 

material or its content nor any copy of it may be altered in any way or transmitted to or distributed to any other party without the prior, express written 

permission of the entity named above. 

RATING

Citadel Securities Inc. utilizes a three-tiered rating system to identify the total expected return of a stock over the next 12 months. 

Outperform: 15% or more 

Market Perform: Between 15% and –15%  

Underperform: –15% or less 

Citadel Securities Inc. are members of the IIROC, CIPF and TSX Venture Exchange

1809 Barrington Street, Suite 1104, Halifax, Nova Scotia, B3J 3K8     t: 902 496 3280    tf: 866 552 5509    f: 902 496 3290
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FTS.TO 

Revising Estimates and 
Introducing 2007 

• Fortis reported normalized EPS of $0.26 and $1.21 for the 
quarter and for full year 2005.  This compares to our estimates of 
$0.32 and $1.28. 

• Operating expenses at FortisAlberta, FortisBC and at the 
corporate level were greater than we had anticipated.  As a 
result we have brought our 2006E earnings estimates down from 
$1.42 to $1.25 to reflect greater anticipated operating costs. 

• We are also introducing our 2007E EPS estimate of $1.33. 

• We contend that growth at Fortis will resume in 2007 driven in 
part by rate base additions at FortisAberta and FortisBC of 
approximately $590 million in 2006 and 2007. 

• We are also expecting continued strong performance from Forts 
Generation and FTS Properties. 

• Our target price of $27.00 and 2006E earnings estimate of $1.25 
imply a 21.6x P/E multiple.  Given that Canadian pipeline and 
utilities trade at an average of 20x 2006E earnings, we don’t 
believe it would be a stretch for Fortis to trade in this range. 

• We reiterate our Outperform rating on Fortis and maintain our 
target price of $27.00 

Fortis's core strength is distribution and transmission of electricity. Fortis operates in 7 regulated jurisdictions 
across Canada and the Caribbean.  Approximately 83% of Fortis's $2.2 billion in assets (pre-Aquila acquisition of 
$1.3 billion) is regulat

13 February 2006 

IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS ARE IN THE DISCLOSURE APPENDIX. U.S. Disclosure: Credit Suisse does 
and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of 
interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. 
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Rating OUTPERFORM*
Price (10 Feb 06) 22.50 (C$)
Target price (12 months) 27.00 (C$)
52 week high - low 25.40 - 17.38
Market cap. (C$m) 2,322.09
Enterprise value (C$m) 4,657.99
Region / Country Americas / Canada
Sector Electric Utilities
Analyst's Coverage Universe Pipelines and Utilities
   Weighting (vs. broad market) UNDERWEIGHT
Date 13 February 2006
* Stock ratings are relative to the coverage universe in 
each analyst's or each team's respective sector. 
 

Price / Indexed Canada S&P/TSX Composite 
Index
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On 02/10/06 the Canada S&P/TSX Composite Index index closed at 11,651.69 

 

Year 12/05A 12/06E 12/07E

EPS (CS adj., C$) 1.21 1.25 1.33
Prev. EPS (C$) 1.42
P/E (x) 18.5 18.0 16.9
P/E rel. (%) 125.7 109.5 —
Q1 EPS 0.32 0.44 0.38
Q2 0.28 0.43 0.38
Q3 0.36 0.25 0.39
Q4 0.26 0.13 0.18
 

Number of shares (m)  IC (12/06E, C$m) 
103.20 2,777.23

BV/Share (Current, C$m)  EV/IC (x) 

11.91 1.7
Net Debt (Current, C$m)  Dividend (Current, C$m) 

2,139.5 0.59
Net debt/Total cap. (Current)  Dividend yield 

63.8% 2.6%
 

Year 12/05A 12/06E 12/07E

Revenues  (C$m) 1,455.1 1,507.4 1,556.4
EBITDA  (C$m) 513.3 545.5 577.5
OCFPS (C$) 2.94 3.00 3.15
P/OCF (x) 8.3 7.5 7.1
EV/EBITDA (x) 9.1 8.5 8.1
Net debt (12/05A, C$m) 2099.1 2099.1 2099.1
ROIC 17.8% 19.3% 20.7%
 

Source: Company data, Credit Suisse estimates 
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Companies Mentioned  (Price as of 10 Feb 06) 
Fortis Inc. (FTS.TO, C$22.50, OUTPERFORM, TP C$27.00, UNDERWEIGHT) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Dominique Barker, CA, CFA, certify that (1) the views expressed in this report accurately reflect my 
personal views about all of the subject companies and securities and (2) no part of my compensation was, 
is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

See the Companies Mentioned section for full company names. 

3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price  Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25   
8/5/05 20.85 21   
9/28/05 23.688 23.75   
11/14/05 23.4 27   
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's 
investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over 
the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or 
more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where stock 
ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment universe. 
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**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude 
certain types of communications, including an investment recommendation, during the course of Credit 
Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO stocks 
are automatically rated volatile within the first 12 months of trading. 
 

Analysts’ coverage universe weightings* are distinct from analysts’ stock ratings 
and are based on the expected performance of an analyst’s coverage universe** 
versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (65% banking clients) 
Neutral/Hold*  45% (61% banking clients) 
Underperform/Sell*  14% (48% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should be 
based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with 
the subject company, the sector or the market that may have a material impact on the research views or 
opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in 
connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: Primarily dividend yield versus the 10-year government of Canada forecast bond yield, where we 
divide the expected dividend of $0.64 by 70% of the 10-Year Government of Canada Bond Yield of 4.21%. 
We also look at valuation multiples including (i) Enterprise Value to EBITDA (EV/EBITDA) of 9.4x, (ii) Price 
to Earnings (P/E) of 22.0x and (iii) Price to Cash Flow (P/CF) of 8.0x.  We base our $27.00 target price for 
Fortis represents an average of these methodologies. 
Risks: Risks to our $27 price target for Fortis include Aquila integration risk, financing risk and risk of equity 
issues, regulatory risk, international risk, outstanding lawsuit with EPCOR 

See the Companies Mentioned section for full company names. 
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The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to 
the subject company (FTS.TO) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the 
subject company (FTS.TO) within the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking services 
from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting 
shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse 
should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian 
investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Disclaimers 
References in this report to Credit Suisse or CS  include all of the subsidiaries and affiliates of Credit Suisse, a Swiss bank, operating under its investment banking 
division.  For more information on our structure, please follow the below link: http://www.creditsuisse.com/en/who_we_are/ourstructure.html. 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its 
subsidiaries or its affiliates (“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated 
otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other 
party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered 
trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the 
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in 
this report are suitable for any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained 
or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such 
investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is 
suitable or appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of 
investment and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections 
of the report were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information 
is available upon request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to 
the extent that liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent 
judgment. CS may have issued, and may in the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events 
and catalysts, while stock ratings reflect investment recommendations based on expected total return over a 12-month period relative to the relevant coverage universe. 
Because trading calls and stock ratings reflect different assumptions and analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may 
have issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports 
reflect the different assumptions, views and analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other reports are 
brought to the attention of any recipient of this report. CS is involved in many businesses that relate to companies mentioned in this report. These businesses include 
specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding 
future performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change 
without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities 
and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial 
instruments. Investors in securities such as ADR’s, the values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of 
understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors 
(including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or 
reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own 
professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses 
when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount 
of initial investment, in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in 
consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult 
to sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not 
reviewed the linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website 
material) is provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such 
website or following such link through this report or CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is 
regulated in the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; 
in Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit 
Suisse First Boston Securities (Japan) Limited; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: 
Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities  (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, 
Credit Suisse Singapore Branch and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit 
Suisse Taipei Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for 
Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, 
which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing 
requirements. Non-U.S. customers wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. 
customers wishing to effect a transaction should do so only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are 
not market professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision 
based on this report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters 
which are not regulated by the FSA or in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and 
further details as to where this may be the case are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed 
nor approved this report and/or any of the statements made herein. 
Copyright 2006 CREDIT SUISSE and/or its affiliates.  All rights reserved. 
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Fortis Inc. 
FTS.TO 

Q1 EPS Less than 
Expected 

• Fortis reported Q1 EPS of $0.36 per share, below our 
expectation of $0.44 per share this quarter.  Exhibit 1 details a 
brief reconciliation of our forecast to Fortis’ first quarter results. 

• The differences can be summarized as follows: 

1. Tax Rate: The effective tax rate of 27.8% this quarter relative to 
our assumption of 34% accounted for $0.02 of the difference; 

2. Accounting Change:  As of January 1, 2006, Newfoundland 
Power changed its revenue recognition policy from a billed 
basis to an accrual basis.  This had the impact of reducing 
first quarter earnings by approximately $0.02.  It is important 
to note that the revenue recognition policy has the effect of 
shifting earnings from the first and second quarter to the third 
and fourth quarters of 2006. 

3. Newfoundland Power – Power sales declined 4% over the 
quarter relative to our estimate of a 1% increase.  This 
combined with lower amortization due to different quarterly 
allocation, led to a $.02 overstatement in earnings. 

4. Regulated Caribbean and Non-Regulated Generation:  Lower 
than expected sales volumes and prices at Fortis’ regulated 
Caribbean operations and within the non-regulated generation 
segment led to a $0.03 overstatement in earnings. 

• We have revised our model and have reduced our 2006E 
earnings estimate to $1.23 from $1.25.  Our 2007E estimate 
remains unchanged. 

• Our Outperform rating and $27.00 target price are currently 
under review. 

Fortis's core strength is distribution and transmission of electricity. Fortis operates in 7 regulated jurisdictions 
across Canada and the Caribbean.  Approximately 83% of Fortis's $2.2 billion in assets (pre-Aquila acquisition of 
$1.3 billion) is regulat

01 May 2006 

IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS ARE IN THE DISCLOSURE APPENDIX. U.S. Disclosure: Credit Suisse does 
and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of 
interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. 
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Rating OUTPERFORM*
Price (28 Apr 06) 22.99 (C$)
Target price (12 months) 27.00 (C$)
52 week high - low 25.40 - 17.93
Market cap. (C$ m) 2,407.42
Enterprise value (C$ m) 4,743.32
Region / Country Americas / Canada
Sector Electric Utilities
Analyst's Coverage Universe Pipelines and Utilities
   Weighting (vs. broad market) UNDERWEIGHT
Date 01 May 2006
* Stock ratings are relative to the coverage universe in 
each analyst's or each team's respective sector. 
 

Price / Indexed Canada S&P/TSX Composite 
Index

16

21

26

May-05 Aug-05 Nov-05 Feb-06

Daily May 02, 2005 - Apr 28, 2006, 5/02/05 = C$18.25
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On 04/28/06 the Canada S&P/TSX Composite Index index closed at 12,234.56 

 

Year 12/05A 12/06E 12/07E

EPS (CS adj., C$) 1.21 1.23 1.33
Prev. EPS (C$) 1.25 1.33
P/E (x) 18.9 18.8 17.3
P/E rel. (%) 128.4 127.5 119.3
Q1 EPS 0.32 0.35 0.37
Q2 0.28 0.32 0.34
Q3 0.36 0.29 0.33
Q4 0.26 0.26 0.29
 

Number of shares (m)  IC (12/06E, C$ m) 
104.72 3,090.52

BV/Share (Current, C$)  EV/IC (x) 

11.98 1.5
Net debt (Current, C$ m)  Dividend (Current, C$) 

2,250.4 0.16
Net debt/Total cap. (Current)  Dividend yield 

64.5% 0.7%
 

Year 12/05A 12/06E 12/07E

Revenue  (C$ m) 1,455.1 1,484.2 1,542.3
EBITDA  (C$ m) 513.3 525.8 567.9
OCFPS (C$) 2.94 2.85 3.15
P/OCF (x) 8.3 8.1 7.3
EV/EBITDA (x) 9.2 9.0 8.4
Net debt (12/05A, C$ m) 2099.1 2099.1 2099.1
ROIC 17.8% 16.9% 18.4%
 

Source: Company data, Credit Suisse estimates 
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Exhibit 1: Earnings Reconciliation 

C$ MM Q1/06A Q1/06E Q1/05A
% Var vs. 
CSFB Est. YoY%

Total Revenue $396.0 $423.6 $384.9 -7% 3%
Cost of Power -$159.6 -$166.2 -$160.4 -4% -1%
Gross Margin $236.4 $257.4 $224.5 -8% 5%
Gross Margin % 60% 61% 58% -1% 1%
Operating Expenses -$98.7 -$102.0 -$95.8 -3% 3%
EBITDA $137.7 $155.4 $128.7 -11% 7%
EBITDA Margin 35% 37% 33% -2% 1%
Depreciation $44.2 $48.6 $40.2 -9% 10%
EBIT $93.5 $106.8 $88.5 -12% 6%
Net Income (reported) $36.6 $44.9 $0.3 -18% 14542%
EPS $0.35 $0.44 $0.32 -20% 11%

Reconciling Items (all amounts are after tax) :

(1) Tax Rate Differential -$0.02
(2) Accounting Change -$0.02
(3) Newfoundland Power -$0.02
(4) Belize & Non-Regulated Power -$0.03

Normalized EPS $0.35 $0.35 $0.32 0% 11%

Source: Company data, Credit Suisse estimates 

 

Companies Mentioned  (Price as of 28 Apr 06) 
Fortis Inc. (FTS.TO, C$21.79, OUTPERFORM, TP C$27.00, UNDERWEIGHT) 

 

Disclosure Appendix 
Important Global Disclosures 
I, Dominique Barker, CA, CFA, certify that (1) the views expressed in this report accurately reflect my 
personal views about all of the subject companies and securities and (2) no part of my compensation was, 
is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

See the Companies Mentioned section for full company names. 
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3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price  Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25   
8/5/05 20.85 21   
9/28/05 23.688 23.75   
11/14/05 23.4 27   
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's 
investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over 
the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or 
more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where stock 
ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment universe. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude 
certain types of communications, including an investment recommendation, during the course of Credit 
Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO stocks 
are automatically rated volatile within the first 12 months of trading. 
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Analysts’ coverage universe weightings* are distinct from analysts’ stock ratings 
and are based on the expected performance of an analyst’s coverage universe** 
versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  38% (63% banking clients) 
Neutral/Hold*  44% (58% banking clients) 
Underperform/Sell*  15% (52% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should be 
based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with 
the subject company, the sector or the market that may have a material impact on the research views or 
opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with 
Investment Research:  http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: Primarily dividend yield versus the 10-year government of Canada forecast bond yield, where we 
divide the expected dividend of $0.64 by 70% of the 10-Year Government of Canada Bond Yield of 4.21%. 
We also look at valuation multiples including (i) Enterprise Value to EBITDA (EV/EBITDA) of 9.4x, (ii) Price 
to Earnings (P/E) of 22.0x and (iii) Price to Cash Flow (P/CF) of 8.0x.  Our $27.00 target price for Fortis 
represents an average of these methodologies. 
Risks: Risks to our $27 price target for Fortis include Aquila integration risk, financing risk and risk of equity 
issues, regulatory risk, international risk, outstanding lawsuit with EPCOR 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to 
the subject company (FTS.TO) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the 
subject company (FTS.TO) within the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking services 
from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting 
shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
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Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse 
should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian 
investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Disclaimers 

References in this report to Credit Suisse or CS include all of the subsidiaries and affiliates of Credit Suisse, a Swiss bank, operating under its investment banking division.  
For more information on our structure, please follow the below link: http://www.credit-suisse.com/who_we_are/en/structure.html. 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None 
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of 
CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not 
be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this 
report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or 
otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax 
adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the 
future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period relative to the relevant coverage universe. Because trading calls and stock ratings reflect different 
assumptions and analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are 
inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many 
businesses that relate to companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is 
subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as 
ADR’s, the values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot 
and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in 
purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in 
making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, 
in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to 
make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it 
may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the 
linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided 
solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through 
this report or CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated 
in the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt 
am Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) 
Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch and 
elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse Taipei Branch has been prepared by a 
registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom 
they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will 
vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. 
customers wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction 
should do so only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA 
or in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the 
case are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor 
approved this report and/or any of the statements made herein. 
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Fortis Inc. 
FTS.TO 

Q1 EPS Less than 
Expected 

• Fortis reported Q1 EPS of $0.36 per share, below our 
expectation of $0.44 per share this quarter.  Exhibit 1 details a 
brief reconciliation of our forecast to Fortis’ first quarter results. 

• The differences can be summarized as follows: 

1. Tax Rate: The effective tax rate of 27.8% this quarter relative to 
our assumption of 34% accounted for $0.02 of the difference; 

2. Accounting Change:  As of January 1, 2006, Newfoundland 
Power changed its revenue recognition policy from a billed 
basis to an accrual basis.  This had the impact of reducing 
first quarter earnings by approximately $0.02.  It is important 
to note that the revenue recognition policy has the effect of 
shifting earnings from the first and second quarter to the third 
and fourth quarters of 2006. 

3. Newfoundland Power – Power sales declined 4% over the 
quarter relative to our estimate of a 1% increase.  This 
combined with lower amortization due to different quarterly 
allocation, led to a $.02 overstatement in earnings. 

4. Regulated Caribbean and Non-Regulated Generation:  Lower 
than expected sales volumes and prices at Fortis’ regulated 
Caribbean operations and within the non-regulated generation 
segment led to a $0.03 overstatement in earnings. 

• We have revised our model and have reduced our 2006E 
earnings estimate to $1.23 from $1.25.  Our 2007E estimate 
remains unchanged. 

• Our Outperform rating and $27.00 target price are currently 
under review. 

Fortis's core strength is distribution and transmission of electricity. Fortis operates in 7 regulated jurisdictions 
across Canada and the Caribbean.  Approximately 83% of Fortis's $2.2 billion in assets (pre-Aquila acquisition of 
$1.3 billion) is regulat

01 May 2006 

IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS ARE IN THE DISCLOSURE APPENDIX. U.S. Disclosure: Credit Suisse does 
and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of 
interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. 
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Rating OUTPERFORM*
Price (28 Apr 06) 22.99 (C$)
Target price (12 months) 27.00 (C$)
52 week high - low 25.40 - 17.93
Market cap. (C$ m) 2,407.42
Enterprise value (C$ m) 4,743.32
Region / Country Americas / Canada
Sector Electric Utilities
Analyst's Coverage Universe Pipelines and Utilities
   Weighting (vs. broad market) UNDERWEIGHT
Date 01 May 2006
* Stock ratings are relative to the coverage universe in 
each analyst's or each team's respective sector. 
 

Price / Indexed Canada S&P/TSX Composite 
Index

16

21

26

May-05 Aug-05 Nov-05 Feb-06

Daily May 02, 2005 - Apr 28, 2006, 5/02/05 = C$18.25

Price Indexed Price Relative
 

On 04/28/06 the Canada S&P/TSX Composite Index index closed at 12,234.56 

 

Year 12/05A 12/06E 12/07E

EPS (CS adj., C$) 1.21 1.23 1.33
Prev. EPS (C$) 1.25 1.33
P/E (x) 18.9 18.8 17.3
P/E rel. (%) 128.4 127.5 119.3
Q1 EPS 0.32 0.35 0.37
Q2 0.28 0.32 0.34
Q3 0.36 0.29 0.33
Q4 0.26 0.26 0.29
 

Number of shares (m)  IC (12/06E, C$ m) 
104.72 3,090.52

BV/Share (Current, C$)  EV/IC (x) 

11.98 1.5
Net debt (Current, C$ m)  Dividend (Current, C$) 

2,250.4 0.16
Net debt/Total cap. (Current)  Dividend yield 

64.5% 0.7%
 

Year 12/05A 12/06E 12/07E

Revenue  (C$ m) 1,455.1 1,484.2 1,542.3
EBITDA  (C$ m) 513.3 525.8 567.9
OCFPS (C$) 2.94 2.85 3.15
P/OCF (x) 8.3 8.1 7.3
EV/EBITDA (x) 9.2 9.0 8.4
Net debt (12/05A, C$ m) 2099.1 2099.1 2099.1
ROIC 17.8% 16.9% 18.4%
 

Source: Company data, Credit Suisse estimates 
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 Investment Summary  

Exhibit 1: Earnings Reconciliation 

C$ MM Q1/06A Q1/06E Q1/05A
% Var vs. 
CSFB Est. YoY%

Total Revenue $396.0 $423.6 $384.9 -7% 3%
Cost of Power -$159.6 -$166.2 -$160.4 -4% -1%
Gross Margin $236.4 $257.4 $224.5 -8% 5%
Gross Margin % 60% 61% 58% -1% 1%
Operating Expenses -$98.7 -$102.0 -$95.8 -3% 3%
EBITDA $137.7 $155.4 $128.7 -11% 7%
EBITDA Margin 35% 37% 33% -2% 1%
Depreciation $44.2 $48.6 $40.2 -9% 10%
EBIT $93.5 $106.8 $88.5 -12% 6%
Net Income (reported) $36.6 $44.9 $0.3 -18% 14542%
EPS $0.35 $0.44 $0.32 -20% 11%

Reconciling Items (all amounts are after tax) :

(1) Tax Rate Differential -$0.02
(2) Accounting Change -$0.02
(3) Newfoundland Power -$0.02
(4) Belize & Non-Regulated Power -$0.03

Normalized EPS $0.35 $0.35 $0.32 0% 11%

Source: Company data, Credit Suisse estimates 

 

Companies Mentioned  (Price as of 28 Apr 06) 
Fortis Inc. (FTS.TO, C$21.79, OUTPERFORM, TP C$27.00, UNDERWEIGHT) 

 

Disclosure Appendix 
Important Global Disclosures 
I, Dominique Barker, CA, CFA, certify that (1) the views expressed in this report accurately reflect my 
personal views about all of the subject companies and securities and (2) no part of my compensation was, 
is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

See the Companies Mentioned section for full company names. 



Fortis Inc. 01 May 2006 

 

3  

3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price  Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25   
8/5/05 20.85 21   
9/28/05 23.688 23.75   
11/14/05 23.4 27   
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's 
investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over 
the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or 
more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where stock 
ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment universe. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude 
certain types of communications, including an investment recommendation, during the course of Credit 
Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO stocks 
are automatically rated volatile within the first 12 months of trading. 
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Analysts’ coverage universe weightings* are distinct from analysts’ stock ratings 
and are based on the expected performance of an analyst’s coverage universe** 
versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  38% (63% banking clients) 
Neutral/Hold*  44% (58% banking clients) 
Underperform/Sell*  15% (52% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should be 
based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with 
the subject company, the sector or the market that may have a material impact on the research views or 
opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with 
Investment Research:  http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: Primarily dividend yield versus the 10-year government of Canada forecast bond yield, where we 
divide the expected dividend of $0.64 by 70% of the 10-Year Government of Canada Bond Yield of 4.21%. 
We also look at valuation multiples including (i) Enterprise Value to EBITDA (EV/EBITDA) of 9.4x, (ii) Price 
to Earnings (P/E) of 22.0x and (iii) Price to Cash Flow (P/CF) of 8.0x.  Our $27.00 target price for Fortis 
represents an average of these methodologies. 
Risks: Risks to our $27 price target for Fortis include Aquila integration risk, financing risk and risk of equity 
issues, regulatory risk, international risk, outstanding lawsuit with EPCOR 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to 
the subject company (FTS.TO) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the 
subject company (FTS.TO) within the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking services 
from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting 
shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
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Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse 
should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian 
investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Disclaimers 

References in this report to Credit Suisse or CS include all of the subsidiaries and affiliates of Credit Suisse, a Swiss bank, operating under its investment banking division.  
For more information on our structure, please follow the below link: http://www.credit-suisse.com/who_we_are/en/structure.html. 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None 
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of 
CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not 
be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this 
report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or 
otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax 
adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the 
future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period relative to the relevant coverage universe. Because trading calls and stock ratings reflect different 
assumptions and analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are 
inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many 
businesses that relate to companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is 
subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as 
ADR’s, the values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot 
and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in 
purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in 
making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, 
in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to 
make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it 
may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the 
linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided 
solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through 
this report or CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated 
in the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt 
am Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) 
Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch and 
elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse Taipei Branch has been prepared by a 
registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom 
they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will 
vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. 
customers wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction 
should do so only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA 
or in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the 
case are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor 
approved this report and/or any of the statements made herein. 
Copyright 2006 CREDIT SUISSE and/or its affiliates.  All rights reserved. 
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Equity Research Canada 

Fortis Inc. 
FTS.TO 

Reducing to Neutral from 
Outperform 

• We are reducing our Outperform rating on Fortis to Neutral and 
reducing our target price to $25.50.  Our earnings estimates for 
2006E and 2007E are unchanged $1.23 and $1.33 respectively.  
Our target price methodology appears in Exhibit 1. 

• Please see our report titled “Cash Flow Analysis, Frac Spreads 
and Updated View”, dated September 18, 2006. 

Exhibit 1: Fortis Inc. Valuation Summary 
Method  Price Derived Multiple Used 

DCF  $27.78 Average Discount Rate of 6.5% 

2007 P/E  $25.30 19.0x 

2007 P/CF  $25.33 8.0x 

2007 EV/EBITDA  $23.54 9.0x 

Average  $25.49  

Source: Company data, Credit Suisse estimates 

 

Fortis's core strength is distribution and transmission of electricity. Fortis operates in 7 regulated jurisdictions 
across Canada and the Caribbean.  Approximately 83% of Fortis's $2.2 billion in assets (pre-Aquila acquisition of 
$1.3 billion) is regulat

18 Se tember 2006 

IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS AND INFORMATION ON TRADE ALERTS AND ANALYST MODEL 
PORTFOLIOS ARE IN THE DISCLOSURE APPENDIX. U.S. Disclosure: Credit Suisse does and seeks to do business with companies covered in 
its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. 
Investors should consider this report as only a single factor in making their investment decision. 
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Rating (from OUTPERFORM) NEUTRAL*
Price (15 Sep 06) 22.06 (C$)
Target price (12 months) (from 27.00) 25.50 (C$)
52 week high - low 25.40 - 20.75
Market cap. (C$ m) 2,310.03
Enterprise value (C$ m) 4,645.93
Region / Country Americas / Canada
Sector Electric Utilities
Analyst's Coverage Universe Pipelines and Utilities
   Weighting (vs. broad market) MARKET WEIGHT
Date 18 September 2006
* Stock ratings are relative to the coverage universe in 
each analyst's or each team's respective sector. 
 

Price / Indexed Canada S&P/TSX Composite 
Index

18

23

Sep-05 Dec-05 Mar-06 Jun-06

Daily Sep 19, 2005 - Sep 15, 2006, 9/19/05 = C$22.72

Price Indexed Price Relative
 

On 09/15/06 the Canada S&P/TSX Composite Index index closed at 11,763.55 

 

Year 12/05A 12/06E 12/07E

EPS (CS adj., C$) 1.21 1.23 1.33
Prev. EPS (C$) 1.23 1.33
P/E (x) 18.2 18.0 16.6
P/E rel. (%) 104.7 121.1 126.1
Q1 EPS 0.32 0.35 0.37
Q2 0.28 0.32 0.34
Q3 0.36 0.29 0.33
Q4 0.26 0.27 0.29
 

Number of shares (m)  IC (12/06E, C$ m) 
104.72 3,382.43

BV/share (current, C$)  EV/IC (x) 

11.98 1.4
Net debt (current, C$ m)  Dividend (current, C$) 

2,250.4 0.16
Net debt/total cap. (current)  Dividend yield 

64.5% 0.7%
 

Year 12/05A 12/06E 12/07E

Revenue (C$ m) 1,455.1 1,455.5 1,537.0
EBITDA (C$ m) 513.3 509.2 556.0
OCFPS (C$) 2.94 2.66 3.17
P/OCF (x) 8.3 8.3 7.0
EV/EBITDA (x) 9.1 9.1 8.4
Net debt (12/05A, C$ m) 2099.1 2099.1 2099.1
ROIC 17.8% 14.9% 16.2%
 

Source: Company data, Credit Suisse estimates 
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 Investment Summary  

Companies Mentioned  (Price as of 15 Sep 06) 
Fortis Inc. (FTS.TO, C$22.06, OUTPERFORM, TP C$25.50, MARKET WEIGHT) 
 

 

Disclosure Appendix 
Important Global Disclosures 
I, Dominique Barker, CA, CFA, certify that (1) the views expressed in this report accurately reflect my 
personal views about all of the subject companies and securities and (2) no part of my compensation was, 
is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

See the Companies Mentioned section for full company names. 

3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's 
investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over 
the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or 
more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where stock 
ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment universe. 
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**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude 
certain types of communications, including an investment recommendation, during the course of Credit 
Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO stocks 
are automatically rated volatile within the first 12 months of trading. 
 

Analysts’ coverage universe weightings* are distinct from analysts’ stock ratings 
and are based on the expected performance of an analyst’s coverage universe** 
versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  41% (60% banking clients) 
Neutral/Hold*  42% (58% banking clients) 
Underperform/Sell*  15% (51% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should be 
based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with 
the subject company, the sector or the market that may have a material impact on the research views or 
opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with 
Investment Research:  http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: Primarily dividend yield versus the 10-year government of Canada forecast bond yield. We also 
look at valuation multiples including (i) Enterprise Value to EBITDA (EV/EBITDA) of 9.0x, (ii) Price to 
Earnings (P/E) of 19.0x and (iii) Price to Cash Flow (P/CF) of 8.0x.  Our $25.50 target price for Fortis 
represents an average of these methodologies. 
Risks: Risks to our $25.50 price target for Fortis include Aquila integration risk, financing risk and risk of 
equity issues, regulatory risk, international risk, outstanding lawsuit with EPCOR 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
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Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to 
the subject company (FTS.TO) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the 
subject company (FTS.TO) within the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking services 
from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting 
shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse 
should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian 
investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities 
identified by an analyst on the basis of market events and catalysts, while stock ratings reflect an analyst's 
investment recommendations based on expected total return over a 12-month period relative to the relevant 
coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical 
methods, Trade Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or 
securities discussed in this report may be a component of the CS Model Portfolio and subject to such 
adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ from the 
recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning 
the same security). The CS Model Portfolio and important disclosures about it are available at www.credit-
suisse.com/ti. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
 

Disclosure Appendix 
Important Global Disclosures 
Dominique Barker, CA, CFA & Rizwan Suleiman, CFA each certify, with respect to the companies or 
securities that he or she analyzes, that (1) the views expressed in this report accurately reflect his or her 
personal views about all of the subject companies and securities and (2) no part of his or her compensation 
was, is or will be directly or indirectly related to the specific recommendations or views expressed in this 
report. 

See the Companies Mentioned section for full company names. 
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3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit Suisse's 
investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over 
the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or 
more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where stock 
ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment universe. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude 
certain types of communications, including an investment recommendation, during the course of Credit 
Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO stocks 
are automatically rated volatile within the first 12 months of trading. 
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Analysts’ coverage universe weightings* are distinct from analysts’ stock ratings 
and are based on the expected performance of an analyst’s coverage universe** 
versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  41% (60% banking clients) 
Neutral/Hold*  42% (58% banking clients) 
Underperform/Sell*  15% (51% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should be 
based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with 
the subject company, the sector or the market that may have a material impact on the research views or 
opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection with 
Investment Research:  http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: Primarily dividend yield versus the 10-year government of Canada forecast bond yield. We also 
look at valuation multiples including (i) Enterprise Value to EBITDA (EV/EBITDA) of 9.0x, (ii) Price to 
Earnings (P/E) of 19.0x and (iii) Price to Cash Flow (P/CF) of 8.0x.  Our $25.50 target price for Fortis 
represents an average of these methodologies. 
Risks: Risks to our $25.50 price target for Fortis include Aquila integration risk, financing risk and risk of 
equity issues, regulatory risk, international risk, outstanding lawsuit with EPCOR 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to 
the subject company (FTS.TO) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the 
subject company (FTS.TO) within the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking services 
from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting 
shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
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Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse 
should be advised that this report may not contain regulatory disclosures the non-affiliated Canadian 
investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities 
identified by an analyst on the basis of market events and catalysts, while stock ratings reflect an analyst's 
investment recommendations based on expected total return over a 12-month period relative to the relevant 
coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical 
methods, Trade Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or 
securities discussed in this report may be a component of the CS Model Portfolio and subject to such 
adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ from the 
recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning 
the same security). The CS Model Portfolio and important disclosures about it are available at www.credit-
suisse.com/ti. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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seeks to do business with companies covered in its research reports. As a result, investors should be aware that the Firm 
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COMPANY UPDATE 

Bought Deal Announced - EPS Reduced 
Slightly 
After the close today, Fortis announced it had accepted a bought deal to issue 
5.2 million shares at $29. 

We have input the following into our model:  equity injection of $150 million and 
share increase of 5.2 million shares.  Our debt/cap at year end 2007 goes from 
68% to 66%.  Our EPS for 2007 is reduced from $1.33 to $1.28. 

Valuation:  we believe the stock is expensive, currently trading at 23x 2007 
earnings.  We are maintaining our Neutral rating and $25.50 target price. 
 

Share price performance 

19

24

29

Jan-06 Apr-06 Jul-06 Oct-06

Daily Jan 03, 2006 - Jan 02, 2007, 1/03/06 = C$24.38

Price Indexed Price Relative

On 01/02/07 the Canada S&P/TSX Composite Index index 
closed at 12,701.44 

Quarterly EPS Q1 Q2 Q3 Q4 
2005A 0.32 0.28 0.36 0.26 
2006E 0.35 0.32 0.37 0.19 
2007E 0.30 0.24 0.30 0.44  

 Financial and valuation metrics
Year 12/05A 12/06E 12/07E
EPS (CS adj., C$) 1.21 1.23 1.28
Prev. EPS (C$)  1.33
P/E (x) 24.4 24.0 23.1
P/E rel. (%) 132.2 155.2 162.1
Revenue  (C$ m) 1,455.1 1,470.8 1,672.7
EBITDA  (C$ m) 513.3 511.9 575.2
OCFPS (C$) 2.94 2.87 3.11
P/OCF (x) 8.3 10.3 9.5
EV/EBITDA (current) 10.9 10.6 9.5
Net debt (12/05A, C$ m) 2250.4 2099.1 2099.1
ROIC 17.8% 15.8% 16.4%
  

Number of shares (m) 105.46 IC (12/06E, C$ m) 3,233.27
BV/share (current, C$) 12.38 EV/IC (x) 1.7
Net debt (current, C$ m) 2,799.5 Dividend (current, C$) 0.67
Net debt/Total cap. (current) 66.6% Dividend yield 2.3%
 

  Source: Company data, Credit Suisse estimates 
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Companies Mentioned  (Price as of 02 Jan 07) 
Fortis Inc. (FTS.TO, C$29.51, NEUTRAL, TP C$25.50, MARKET WEIGHT) 

Disclosure Appendix 
Important Global Disclosures 
I, Dominique Barker, CA, CFA, certify that (1) the views expressed in this report accurately reflect my 
personal views about all of the subject companies and securities and (2) no part of my compensation 
was, is or will be directly or indirectly related to the specific recommendations or views expressed in this 
report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
9/18/06 24.5 25.5 NEUTRAL  
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit 
Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) 
over the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% 
or more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where 
stock ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment 
universe. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
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***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions, with a required equity return overlay applied. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations 
preclude certain types of communications, including an investment recommendation, during the course 
of Credit Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO 
stocks are automatically rated volatile within the first 12 months of trading. 
 

Analysts’ coverage universe weightings* are distinct from analysts’ stock 
ratings and are based on the expected performance of an analyst’s coverage 
universe** versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (60% banking clients) 
Neutral/Hold*  44% (55% banking clients) 
Underperform/Sell*  15% (51% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should 
be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments 
with the subject company, the sector or the market that may have a material impact on the research 
views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection 
with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: Primarily dividend yield versus the 10-year government of Canada forecast bond yield. We also 
look at valuation multiples including (i) Enterprise Value to EBITDA (EV/EBITDA) of 9.0x, (ii) Price to 
Earnings (P/E) of 19.0x and (iii) Price to Cash Flow (P/CF) of 8.0x.  Our $25.50 target price for Fortis 
represents an average of these methodologies. 
Risks: Risks to our $25.50 price target for Fortis include Aquila integration risk, financing risk and risk of 
equity issues, regulatory risk, international risk, outstanding lawsuit with EPCOR 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, 
to the subject company (FTS.TO) within the past 12 months. 
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Credit Suisse expects to receive or intends to seek investment banking related compensation from the 
subject company (FTS.TO) within the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking 
services from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-
Voting shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit 
Suisse should be advised that this report may not contain regulatory disclosures the non-affiliated 
Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading 
opportunities identified by an analyst on the basis of market events and catalysts, while stock ratings 
reflect an analyst's investment recommendations based on expected total return over a 12-month period 
relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different 
assumptions and analytical methods, Trade Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or 
securities discussed in this report may be a component of the CS Model Portfolio and subject to such 
adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ from the 
recommendation in this report, as well as opportunities or strategies identified in Trading Alerts 
concerning the same security). The CS Model Portfolio and important disclosures about it are available 
at www.credit-suisse.com/ti. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its 
subsidiaries or its affiliates (“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated 
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solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in 
this report are suitable for any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or 
referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments 
or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or 
appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment 
and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the 
report were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is 
available upon request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 
extent that liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. 
CS may have issued, and may in the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and 
catalysts, while stock ratings reflect investment recommendations based on expected total return over a 12-month period relative to the relevant coverage universe. Because 
trading calls and stock ratings reflect different assumptions and analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, 
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arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without 
notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial 
instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in 
securities such as ADR’s, the values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of 
understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors 
(including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference 
issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own professional 
advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses 
when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of 
initial investment, in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in 
consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to 
sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
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Fortis Inc. (FTS.TO) 
EARNINGS 

Fourth Quarter Strength Illusory 
■ Event: Fortis reported normalized diluted EPS of $0.32 and $1.36 for the 

fourth quarter and full year 2006, respectively.  This compares to our 
estimate of $0.19 and $1.23 for same periods, and consensus of $0.27 and 
$1.31. 

■ View: While at first glance, reported earnings appear strong, much of the 
difference between actual performance and our estimate is due to (1) 
differential actual versus estimated tax rates at Fortis Alberta and (2) an 
accounting change from the billings method to the accrual method at 
Newfoundland Power that caused a $10.7 MM increase in revenues from the 
inclusion of the final two weeks of earnings in December of 2006.  Exhibit 1 
on the next page details a reconciliation of our earnings. 

■ Earnings Revision:  After adjusting our model for the accounting change at 
Newfoundland Power, and updating our estimates for Caribbean Utilities 
(Fortis is consolidating the company in 2007 after acquiring an additional 
16% on November 7, 2007 to take its position to 54%) we are revising our 
2007 earnings upwards from $1.28 to $1.36. 

■ Dividend Increase: Fortis also surprised the market with a 10.5% dividend 
increase to $0.21 per share from $0.19 (payable at the end of the second 
quarter to shareholders of record on May 4th 2007). 

■ Valuation: Our $25.50 target price and Neutral rating remain unchanged at 
this time. 

 

 Share price performance 
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Price Indexed Price Relative

On 02/07/07 the Canada S&P/TSX Composite Index index 
closed at 13,182.76 

Quarterly EPS Q1 Q2 Q3 Q4 
2006A 0.35 0.32 0.37 0.32 
2007E 0.28 0.30 0.42 0.36 
2008E      

 Financial and valuation metrics
Year 12/06A 12/07E 12/08E
EPS (CS adj., C$) 1.35 1.36 
Prev. EPS (C$) 1.28 
P/E (x) 19.6 19.4 —
P/E rel. (%) 126.3 151.4 —
Revenue  (C$ m) 1,471.9 1,740.0 —
EBITDA  (C$ m) 519.9 632.7 —
OCFPS (C$) 3.00 3.36 —
P/OCF (x) 9.9 7.9 —
EV/EBITDA (current) 9.9 8.1 —
Net debt (12/06A, C$ m) 2099.1 2099.1 —
ROIC 13.4% 15.1% —
  

Number of shares (m) 105.36 IC (12/07E, C$ m) 4,154.77
BV/share (current, C$) 12.31 EV/IC (x) 1.2
Net debt (current, C$ m) 3,182.9 Dividend (current, C$) 0.67
Net debt/Total cap. (current) 69.5% Dividend yield 2.5%
 

  Source: Company data, Credit Suisse estimates 

Rating NEUTRAL* 
Price (07 Feb 07) 26.50 (C$) 
Target price (12M) 25.50 (C$) 
52 week high - low 29.85 - 20.75 
Market cap. (C$ m) 2,792.12 
Enterprise value (C$ m) 5,128.02 
 

* Stock ratings are relative to the coverage universe in each 
analyst's or each team's respective sector. 
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Dominique Barker, CA, CFA 
416 352 4594 
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Rizwan Suleiman, CFA 
416 352 4593 

rizwan.suleiman@credit-suisse.com 
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Fortis Inc. 
Exhibit 1: Fortis Earnings Reconciliation 

 
Fortis
Q4/06 Earnings Reconciliation

C$ MM Q4/06A Q4/06E Q4/05A
% Var vs. 
CSFB Est. YoY%

Total Revenue $390.3 $389.7 $358.1 0% 9%
Cost of Power -$146.5 -$157.1 -$141.4 -7% 4%
Gross Margin $243.8 $232.6 $216.7 5% 13%
Gross Margin % 62% 60% 61% 3% 2%
Operating Expenses -$112.2 -$107.4 -$105.8 4% 6%
EBITDA $131.7 $125.1 $110.8 5% 19%
EBITDA Margin 34% 32% 31% 2% 3%
Depreciation $46.6 $45.7 $38.5 2% 21%
Segmented EBIT
FortisAlberta $17.3 $14.7 $12.9 18% 35% (1)

FortisBC $14.3 $14.2 $12.5 1% 14%
NewFoundland Power $20.8 $10.1 $12.1 107% 71% (2)

Maritimes Electric Company $6.4 $5.7 $4.8 12% 33%
FortisOntario $2.9 $2.2 $1.7 30% 66%
Carribean Utilities $8.2 $5.9 $5.0 38% 64% (3)

Fortis Generation $12.2 $18.5 $15.7 -34% -22% (4)

Fortis Properties $10.0 $10.2 $9.5 -2% 5%
Corporate, Other and Intercompany Eliminations -$7.0 -$1.9 -$1.9 261% 264%
Total EBIT $85.1 $79.5 $72.4 7% 18%
EBIT Margin 22% 20% 20% 1% 2%
Net Income (reported) $33.9 $21.0 $22.3 61% 52%
EPS $0.32 $0.19 $0.21 69% 50%

OneTime Items (all amounts are after tax) :

None

Normalized EPS $0.32 $0.19 $0.21 69% 50%

Reconciling Items (all amounts are after tax) :

(1) Fortis Alberta differential - lower actual tax rate $0.05
(2) Newfoundland Power differential - accounting change $0.07
(3) Carribean Utilities differential - strong power prices $0.06
(4) Fortis Generation differential - weak Ontario power prices -$0.05

Reconciled EPS $0.32 $0.32 $0.21 0% 50%

 
Source: Company data, Credit Suisse estimates 

 

 

Companies Mentioned  (Price as of 08 Feb 07) 
Fortis Inc. (FTS.TO, C$26.79, NEUTRAL, TP C$25.50, MARKET WEIGHT) 
 
 

Disclosure Appendix 
Important Global Disclosures 
I, Dominique Barker, CA, CFA, certify that (1) the views expressed in this report accurately reflect my 
personal views about all of the subject companies and securities and (2) no part of my compensation 



 09 February 2007 

Fortis Inc. (FTS.TO) 3 

was, is or will be directly or indirectly related to the specific recommendations or views expressed in this 
report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
9/18/06 24.5 25.5 NEUTRAL  
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit 
Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) 
over the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% 
or more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where 
stock ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment 
universe. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions, with a required equity return overlay applied. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations 
preclude certain types of communications, including an investment recommendation, during the course 
of Credit Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO 
stocks are automatically rated volatile within the first 12 months of trading. 
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Analysts’ coverage universe weightings* are distinct from analysts’ stock 
ratings and are based on the expected performance of an analyst’s coverage 
universe** versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (62% banking clients) 
Neutral/Hold*  43% (57% banking clients) 
Underperform/Sell*  16% (50% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should 
be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments 
with the subject company, the sector or the market that may have a material impact on the research 
views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection 
with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: Primarily dividend yield versus the 10-year government of Canada forecast bond yield. We also 
look at valuation multiples including (i) Enterprise Value to EBITDA (EV/EBITDA) of 9.0x, (ii) Price to 
Earnings (P/E) of 19.0x and (iii) Price to Cash Flow (P/CF) of 8.0x.  Our $25.50 target price for Fortis 
represents an average of these methodologies. 
Risks: Risks to our $25.50 price target for Fortis include Aquila integration risk, financing risk and risk of 
equity issues, regulatory risk, international risk, outstanding lawsuit with EPCOR 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, 
to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the 
subject company (FTS.TO) within the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking 
services from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-
Voting shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 



 09 February 2007 

Fortis Inc. (FTS.TO) 5 

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit 
Suisse should be advised that this report may not contain regulatory disclosures the non-affiliated 
Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading 
opportunities identified by an analyst on the basis of market events and catalysts, while stock ratings 
reflect an analyst's investment recommendations based on expected total return over a 12-month period 
relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different 
assumptions and analytical methods, Trade Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or 
securities discussed in this report may be a component of the CS Model Portfolio and subject to such 
adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ from the 
recommendation in this report, as well as opportunities or strategies identified in Trading Alerts 
concerning the same security). The CS Model Portfolio and important disclosures about it are available 
at www.credit-suisse.com/ti. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its 
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or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or 
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Fortis Inc. (FTS.TO) 
DROP COVERAGE 

Dropping Coverage 
■ Owing to the change in responsibilities of the primary analyst, we are 

dropping coverage of Fortis Inc. (FTS.TO). 

■ Effective upon the termination of coverage, the last rating issued on this 
stock (Neutral) should not be relied upon going forward. 
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Price Indexed Price Relative

On 03/14/07 the Canada S&P/TSX Composite Index index 
closed at 12,808.73.  

Quarterly EPS Q1 Q2 Q3 Q4 
2006A 0.35 0.32 0.37 0.32 
2007E - - - - 
2008E - - - -  

 Financial and valuation metrics
Year 12/06A 12/07E 12/08E
EPS (CS adj., C$) 1.35 - -
Prev. EPS (C$)  
P/E (x) 20.0 - -
P/E rel. (%) 129.1 - -
Revenue (C$ m) 1,471.9 - -
EBITDA (C$ m) 519.9 - -
OCFPS (C$) 3.00 - -
P/OCF (x) 9.9 - -
EV/EBITDA (current) 12.3 - -
Net debt (12/06A, C$ m) 3182.9 - -
ROIC 13.4% - -
  

Number of shares (m) - IC (12/07E, C$ m) -
BV/share (current, C$) - EV/IC (x) -
Net debt (current, C$ m) - Dividend (current, C$) -
Net debt/Total cap. (current) - Dividend yield -
 

  Source: Company data, Credit Suisse estimates. 

Rating NOT RATED* 
Price (15 Mar 07) 27.10 (C$) 
Target price (12M) — 
52 week high - low 29.85 - 20.75 
Market cap. (C$ m) 2,961.30 
Enterprise value (C$ m) 5,297.20 
 

* Stock ratings are relative to the coverage universe in each 
analyst's or each team's respective sector. 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
6/2/04 15 17.5 OUTPERFORM X 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
9/18/06 24.5 25.5 NEUTRAL  
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definitions, with a required equity return overlay applied. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations 
preclude certain types of communications, including an investment recommendation, during the course 
of Credit Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO 
stocks are automatically rated volatile within the first 12 months of trading. 
 

Analysts’ coverage universe weightings* are distinct from analysts’ stock 
ratings and are based on the expected performance of an analyst’s coverage 
universe** versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  40% (61% banking clients) 
Neutral/Hold*  42% (57% banking clients) 
Underperform/Sell*  15% (48% banking clients) 
Restricted  4% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should 
be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments 
with the subject company, the sector or the market that may have a material impact on the research 
views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection 
with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, 
to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse has received compensation for products and services other than investment banking 
services from the subject company (FTS.TO) within the past 12 months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (FTS.TO) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-
Voting shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 



 16 March 2007 

Fortis Inc. (FTS.TO) 4 

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit 
Suisse should be advised that this report may not contain regulatory disclosures the non-affiliated 
Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading 
opportunities identified by an analyst on the basis of market events and catalysts, while stock ratings 
reflect an analyst's investment recommendations based on expected total return over a 12-month period 
relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different 
assumptions and analytical methods, Trade Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or 
securities discussed in this report may be a component of the CS Model Portfolio and subject to such 
adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ from the 
recommendation in this report, as well as opportunities or strategies identified in Trading Alerts 
concerning the same security). The CS Model Portfolio and important disclosures about it are available 
at www.credit-suisse.com/ti. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 



16 March 2007
Americas/Canada
Equity Research

 
 

 FTS 31507.doc 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its 
subsidiaries or its affiliates (“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated 
otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other 
party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered 
trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the 
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in 
this report are suitable for any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or 
referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments 
or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or 
appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment 
and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of 
the report were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is 
available upon request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 
extent that liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. 
CS may have issued, and may in the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and 
catalysts, while stock ratings reflect investment recommendations based on expected total return over a 12-month period relative to the relevant coverage universe. 
Because trading calls and stock ratings reflect different assumptions and analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may 
have issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those 
reports reflect the different assumptions, views and analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other reports 
are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to companies mentioned in this report. These businesses include 
specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without 
notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial 
instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in 
securities such as ADR’s, the values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of 
understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors 
(including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference 
issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and consult with their own professional 
advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses 
when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of 
initial investment, in such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in 
consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to 
sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed 
the linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is 
provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following 
such link through this report or CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is 
regulated in the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited 
Niederlassung Frankfurt am Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit 
Suisse Securities (USA) LLC ; in Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse 
(Brasil) S.A.; in Japan by Credit Suisse Securities (Japan) Limited; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the 
relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse Singapore Branch and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse Taipei Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, 
which will vary from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. 
Non-U.S. customers wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to 
effect a transaction should do so only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are 
not market professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based 
on this report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which 
are not regulated by the FSA or in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further 
details as to where this may be the case are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor 
approved this report and/or any of the statements made herein. 
Copyright 2007 CREDIT SUISSE and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  



 

IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS AND INFORMATION ON TRADE ALERTS AND 
ANALYST MODEL PORTFOLIOS ARE IN THE DISCLOSURE APPENDIX.  U.S. Disclosure: Credit Suisse does and 
seeks to do business with companies covered in its research reports.  As a result, investors should be aware that the 
Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as 
only a single factor in making their investment decision.  Customers of Credit Suisse in the United States can receive 
independent, third party research on the company or companies covered in this report, at no cost to them, where such 
research is available.  Customers can access this independent research at www.credit-suisse.com/ir or call 1 877 291 
2683 or email equity.research@credit-suisse.com to request a copy of this research. 

 

04 December 2007
Americas/Canada
Equity Research

Multi Utilities (Pipelines & Utilities) / UNDERWEIGHT

Fortis Inc. (FTS.TO) 
INITIATION 

Awaiting an acquisition? 
■ Initiating coverage: We are initiating coverage of Fortis Inc. with a Neutral 

rating and a C$32.00 target price. Presently, Fortis possesses a compelling 
amount of organic growth from selected utility assets with adequate returns. 
To a certain extent, that utility based growth requires some ongoing funding 
from external sources. Over the long-term we view that growth positively. 
Yet, the funding requirements can often result in rather constrained share 
price movements. 

■ Acquisitions a mainstay: Within our coverage universe, Fortis continues to 
be the most acquisitive company. Moreover, the company tends to be one of 
the more acquisition focused utility related names in North America. Clearly, 
Fortis has an enviable track record with acquiring a diverse set of assets. In 
our view, the largely acquisition based strategy has translated into significant 
shareholder value over the last few years.  

■ Improved capital efficiency: From our perspective, Fortis possesses ample 
opportunities to become much more capital efficient. One strategy involves 
divesting certain non-utility assets and redeploying capital into utility assets 
or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach 
and receiving a management fee. Regardless of approach, we believe there 
are some rather simple ways for Fortis to increase existing returns. 

■ Valuation: We utilize multiple valuation methodologies to obtain our 
C$32.00 target price, including: a 19.5x P/E multiple of 2008 earnings; a 165 
bps yield spread; and, a DCF based valuation. We initiate coverage of Fortis 
with a Neutral rating. 

 Share price performance 
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31
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Daily Dec 04, 2006 - Mar 19, 2007, 12/04/06 = C$28.75

Price Indexed Price Relative

On 11/30/07 the Canada S&P/TSX Composite Index index 
closed at 13,657.17. 

Quarterly EPS Q1 Q2 Q3 Q4 
2006A 0.34 0.34 0.36 0.27 
2007E 0.37 0.27 0.20 0.48 
2008E 0.67 0.24 0.23 0.49  

 Financial and valuation metrics
Year 12/06A 12/07E 12/08E
EPS (CS adj., C$) 1.30 1.31 1.64
Prev. EPS (C$)  
P/E (x) 20.8 20.6 16.5
P/E rel. (%) — — —
Revenue (C$ m) 1,471.7 2,587.3 3,179.7
EBITDA (C$ m) 532.7 813.5 1,048.7
OCFPS (C$) 2.18 2.32 3.35
P/OCF (x) 13.7 11.7 8.1
EV/EBITDA (current) 13.4 12.2 9.7
Net debt (12/06A, C$ m) 2700.0 5465.8 5771.4
ROIC 18.0% 18.6% 20.6%
  

Number of shares (m) 154.90 IC (12/07E, C$ m) 9,304.86
BV/share (current, C$) 14.98 EV/IC (x) 0.8
Net debt (current, C$ m) 5,360.1 Dividend (current, C$) 0.84
Net debt/Total cap. (current) 67.8% Dividend yield 3.1%
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (03 Dec 07) 27.04 (C$) 
Target price (12M) 32.00 (C$) 
52 week high - low 29.85 - 24.80 
Market cap. (C$ m) 4,188.55 
Enterprise value (C$ m) 9,891.11 
 

* Stock ratings are relative to the coverage universe in each 
analyst's or each team's respective sector. 
 

Research Analysts 

Andrew M. Kuske 
416-352-4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416-352-4593 

paul.tan@credit-suisse.com 
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Summary and investment case 
We are initiating coverage of Fortis Inc. with a Neutral rating and a C$32.00 target price. 
Presently, Fortis possesses a compelling amount of organic growth from selected utility 
assets with adequate returns.  

According to recent company filings, Fortis expects 2007 gross consolidated utility capital 
expenditures to be roughly C$770m. Moreover, “Fortis expects gross electric utility capital 
expenditures of over $3 billion over the next 5 years which will be driven by FortisAlberta, 
FortisBC and the Corporation’s regulated and non-regulated electric utilities in the 
Caribbean. Fortis expects gross gas utility capital expenditures over the next 5 years to 
exceed $1 billion.” 

To a certain extent, that utility based growth requires some ongoing funding from external 
sources. Over the long-term we view that growth positively. Yet, the funding requirements 
can often result in rather constrained share price movements. 

In addition to this significant organic growth plan, Fortis continues to be the most 
acquisitive within our coverage universe. Clearly, Fortis has an enviable track record with 
acquiring a diverse set of assets. In our view, the largely acquisition based strategy has 
translated into significant shareholder value over the last few years. Given the broader 
asset knowledge and the relative condition of the Terasen assets, we believe there is a 
considerable likelihood that Fortis will seek another large scale acquisition. 

Notably, in our view, Fortis possesses ample opportunities to become much more capital 
efficient. One strategy involves divesting certain non-utility assets and redeploying capital 
into utility assets or funding the capital program. Another option would entail divesting 
partial interests in selected utility assets in an asset management model approach and 
receiving a management fee. Regardless of approach, we believe there are some rather 
simple ways for Fortis to increase existing returns. Employing such a strategy could 
translate into a much more compelling investment theme. 

Rating: Neutral  

Target: C$32.00 
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Introduction 
We are initiating coverage of Fortis Inc. with a Neutral rating and a C$32.00 target price. 
The Fortis investment thesis is a blend of significant organic utility growth with reasonable 
probability for acquisitions. Given the current risk-reward relationship and the lack of 
visible catalysts, we initiate coverage of Fortis with a Neutral rating and a C$32.00 target 
price. 

Our report is divided into three parts: (1) the growth engine; (2) financial statements; and, 
(3) valuation. Each of these areas is addressed in further detail below. 
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The growth engine 
In our view, Fortis faces a growth dichotomy divided between acquisitions and incremental 
organic capital additions at its various utilities. Additionally, we believe the company has 
potential to become more capital efficient via selected asset monetisations and also via a 
funds management model. Given the array of topics, we have divided this section into 
three areas: 

1. The acquisition trail; 

2. Ongoing organic growth; and, 

3. Capital efficiency. 

These topics are addressed below. 

The acquisition trail 
In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “[t]he Corporation will continue to pursue acquisition 
growth opportunities in regulated gas and electric utility businesses in Canada, the 
Caribbean and the United States. Fortis will also pursue growth in its non-regulated 
businesses in support of its regulated utility growth strategy.” Given the success of Fortis 
in past transactions, as measured in terms of financials, share price and operationally, we 
believe the company's current valuation and skill set may lead to some potentially value 
creating acquisition activity (see Exhibit 1 below). 

Exhibit 1: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 

15.9 per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,110.64CAD     

Source: Bloomberg, Company data and Credit Suisse  

For a number of reasons we believe there is a significant possibility of accelerated utility 
mergers and acquisitions activity. One reason is the repeal of the Public Utility Holding 
Company Act that does make selected acquisition activities less challenging. Additionally, 

Acquisitions are central to 
strategy 
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we believe the increased interest of pension funds and private equity in regulated utility 
assets is just at the beginning of a more meaningful trend. Exhibit 2 below highlights 
selected mergers and acquisition activity in the last few years. 

Exhibit 2: Selected utility transactions 
$ in millions, unless otherwise stated 

Announced 
Date

Buyer Seller Value (US$m) Status

10/26/07 MULTIPLE ACQUIRERS PUGET ENERGY INC 6,670.7           Pending
6/25/2007 IBERDROLA SA ENERGY EAST CORPORATION 8,095.5           Pending   

2/26/07 KKR and other private equity firms ENERGY FUTURE HOLDINGS (TXU) 43,218.2         Complete  
2/7/07 GREAT PLAINS ENERGY INC AQUILA INC 2,830.9           Pending   
2/7/07 BLACK HILLS CORP ELECTRIC & GAS UTILITY/CO 940.0              Pending   
7/8/06 MDU Resources Group Cascade Natural Gas Corp. 465.8              Completed
7/8/06 WPS Resources Corp. Peoples Energy Corp. 2,472.4           Completed
7/5/06 Macquarie Consortium Duquesne Light Holding 2,766.0           Completed

6/22/06 Gaz Metro LP Green Mountain Power Corp. 279.5              Completed
5/11/06 ITC Holding Corp. Michigan Electric Transmission Co. 866.6              Completed
4/25/06 Babcock and Brown Infrastructure NorthWestern Corp. 2,200.0           Withdrawn
2/27/06 National Grid KeySpan Corp. 11,877.5         Completed

12/19/05 FPL Group Constellation Energy Inc. 15,311.5         Withdrawn
5/24/05 Mid American Energy Holding Pacificorp 9,300.0           Completed
5/9/05 Duke Energy Corp. Cinergy Corp. 14,600.0         Completed

12/20/04 Exelon Corp Public Service Enterprise Group 25,700.0         Withdrawn
7/25/04 PNM Resources TNP Enterprises 1,024.0           Completed
2/3/04 Ameren Corp Illinois Power 2,300.0           Completed

4/29/02 Ameren Corp CILCORP 1,363.0           Completed
9/10/01 Dominion Resources Louis Dreyfus Natural Gas 2,295.0           Completed
2/20/01 Energy East RGS Energy 2,400.0           Completed
2/12/01 PEPCO Conectiv 5,000.0           Completed
10/2/00 NorthWestern Montana Power 1,100.0           Completed
9/5/00 National Grid Niagara Mohawk 8,900.0           Completed
8/1/00 FirstEnergy GPU Inc. 12,000.0         Completed

7/17/00 AES Corp. IPALCO 3,040.0         Completed
6/30/00 NS Power Bangor Hydro 206.0              Completed
11/4/99 KeySpan Eastern Enterprises 2,500.0           Completed

10/25/99 Berkshire Hathaway MidAmerican Energy 9,000.0           Completed
10/5/99 DTE Energy MCN Energy 4,600.0           Completed
9/23/99 Peco Energy Co. Unicom Corp. 31,800.0         Completed
8/23/99 Carolina Power & Light Florida Progress 8,000.0           Completed
6/28/99 Wisconsin Energy Corp. Wicor Inc. 1,275.0           Completed
6/15/99 Energy East CMP Group Inc. 1,228.0           Completed
6/15/99 Northeast Utilities Yankee Gas 679.0              Completed
6/14/99 Dynegy Illinova 2,000.0           Completed
6/14/99 Indiana Energy SigCorp 1,900.0           Completed
6/7/99 NiSource Inc. Columbia Energy 6,200.0           Completed

5/17/99 OGE Energy Transok LLC 701.0              Completed
4/23/1999 Energy East Connecticut Energy 617.0              Completed
3/25/1999 Northern States Power New Century Energies 6,000.0           Completed
3/5/1999 Utilitcorp United St. Joseph Power & Light Co. 277.0              Completed

2/22/1999 Dominion Resources Consolidated Natural Gas Co. 6,400.0           Completed
2/17/1999 SCANA Corp. PSC of North Carolina 9,000.0           Completed
2/1/1999 National Grid USA/NEES Eastern Utilities Associates 634.0              Completed

12/17/1998 Scottish Power Pacificorp 7,900.0           Completed
12/14/1998 National Grid Group plc New England Electric System 3,200.0           Completed
12/1/1998 BEC Energy Commonwealth Energy System 950.0              Completed
11/1/1998 AES Corp. Cilcorp 885.0              Completed
11/1/1998 CP&L North Carolina Natural Gas 354.0              Completed
8/1/1998 CalEnergy Mid-America Energy 2,480.0           Completed
5/1/1998 Consolidated Edison Orange & Rockland Utilities 790.0              Completed
4/1/1998 Sierra Pacific Resources Nevada Power 4,000.0           Completed
1/2/1998 CMS Energy Panhandle Eastern/Trunkline Gas 2,200.0           Completed

12/22/1997 AEP Resources Central and Southwest Corp. 6,600.0           Completed
12/1/1997 NIPSCO Industries Bay State Gas Company 540.0              Completed
3/12/1997 PacifiCorp TPC Corporation 288.0              Completed  

Source: Edison Electric Institute, Bloomberg and Credit Suisse 

Clearly, there is a very competitive market for utility acquisitions given the sheer size of the 
utility market, we do not foresee increased M&A activity significantly impacting the 
company’s acquisition strategy, however, robust competition might result in returns 
compression. 

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

Increased M&A activity 
might compress returns 
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■ With the recent Terasen acquisition, Fortis has growing expertise with both electric and 
gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; 

■ Bought deal financing commonly employed in Canada; and, 

■ Canadian dollar strength versus US players. 

A notable aspect of the company’s penchant for acquisitions and its rather robust organic 
growth (discussed in greater detail below) is the need for external equity. Quite obviously, 
external sources of funding are typically required for larger scale acquisitions. Yet, organic 
growth at some of the Fortis utilities has also required external equity funding. Exhibit 3 
below highlights external equity raised in the last few years. 

Exhibit 3: Selected equity type financing 
C$ in millions, unless otherwise stated 

2000 2001 2002 2003 2004 2005 2006 2007
Funds raised 51.8        -            97.7        475.2* 199.9** 130.3      125* 1,301.1    
*=Preference share issuance; **= ~$150m from exercise of warrants 

Source: Company data and Credit Suisse 

Considering the company’s acquisition track record, we do not believe the rather frequent 
forays into the equity market are overly problematic. Yet, investors should be aware that 
part of the company’s existing embedded growth profile is based upon an ability to 
effectively access capital markets. Thus, the need for capital market access can cast a 
significant overhang on the stock. 

Organic growth 
In our view, capital market access is critical to Fortis, in part, because of the significant 
amount of growth within its core utility assets. Exhibit 4 below highlights the substantial 
amount of capital additions over the last ten years to selected Fortis assets. 

Exhibit 4: Selected Fortis historical yearly capital expenditures 
C$ in millions, unless otherwise stated 
Capital Expenditure 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Segments
NF Power 43.8           43.7           68.1           59.9           64.8           60.3           55.4           60.2           
Maritime Electric 34.2           19.7           14.6           17.0           16.6           26.8           40.4           26.9           
Fortis Ontario 3.0             3.4             3.5             4.6             11.1           9.6             10.9           10.4           
Fortis Alberta 73.6           165.0         243.2         
Fortis BC 57.1           116.0         110.9         
Total Canadian 81.0         66.7         86.1         81.5         92.4         227.4         387.6        451.5       
Total Caribbean 2.3             21.0           30.2           22.8           37.3           16.7           15.2           26.8           
Fortis Generation 0.5             0.7             11.0           17.3           19.3           3.2             
Fortis Properties 3.1             69.4           32.6           72.7           47.9           16.1           21.3           16.9           
Corporate 0.1             0.5             0.1             51.1           19.2           1.2             2.6             1.7             
Consolidated 49.8           65.5                86.5         157.7       149.5       228.8       207.7       278.7         446.0        500.0       
Electric Utilities 43.5           63.0                
All other 6.2             2.4                  
% of Capex to total assets 5.0% 6.5% 7.3% 11.1% 9.4% 11.8% 9.6% 7.1% 9.7% 9.2%

Source: Company data and Credit Suisse 

As evidenced by Exhibit 5 below, the capital program has been significant in relation to the 
total assets for each business segment. 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 
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Exhibit 5: Capital expenditure as a percentage of total assets 
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Asset additions are important for a regulated utility’s growth prospects. Increases in assets 
often reflect rate base growth that, all things being equal, translates into earnings growth. 
The combination of acquisitions and asset growth has translated into substantial market 
cap growth as in Exhibit 6 below. 

Exhibit 6: Fortis Inc. market capitalization and stock price growth 
C$ in millions, unless otherwise stated 
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Source: Reuters and Credit Suisse  

The market cap growth and share price performance is partially attributable to significant 
asset growth for the company’s acquisition strategy and embedded organic growth. 

Significant capital 
expenditure over the last ten 
years 
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Exhibit 7: Fortis Inc. asset growth 
C$ in millions, unless otherwise stated 
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Source: Company data and Credit Suisse 

According to recent company filings, Fortis expects 2007 gross consolidated utility capital 
expenditures to be roughly C$770m. Moreover, “Fortis expects gross electric utility capital 
expenditures of over $3 billion over the next 5 years which will be driven by FortisAlberta, 
FortisBC and the Corporation’s regulated and non-regulated electric utilities in the 
Caribbean. Fortis expects gross gas utility capital expenditures over the next 5 years to 
exceed $1 billion.” Clearly, this level of utility capital expenditures is likely to translate into 
an ongoing source of somewhat predictable and steady earnings growth. 

Capital efficiency 
From our perspective, Fortis possesses ample opportunities to become much more capital 
efficient. One strategy involves divesting certain non-utility assets and redeploying capital 
into utility assets or funding the capital program. Another option would entail divesting 
partial interests in selected utility assets in an asset management model approach and 
receiving a management fee. Regardless of approach, we believe there are some rather 
simple ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. Given the valuation of selected real estate assets, we believe any 
such monetisation of these assets would likely be favourable for the stock. Additionally, 
given the recent acquisitions, Fortis Properties continues to increase in scale and scope, 
which may make it much more attractive for acquisition or monetisation. Yet, for a number 
of reasons, we continue to believe there is a rather low probability of either of those events 
occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used for future acquisitions.  

Steady and predictable 
utility growth in the next five 
years 

Opportunities for improved 
capital efficiency 
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Exhibit 8 highlights an asset management approach as an illustrative example only. 

Exhibit 8: Asset management example 
C$ in millions, unless otherwise stated 

Regulated Asset 3,000.0   
Deemed equity rate 33.3%
Allowed rate of return 10.0%

Wholly owned earnings 100.0      
Wholly owned returns 10.0%

Capital efficient model
Ownership 20.0%
Management fee on remaining 80% 1.0%

Earnings on 20% 20.0        
Earnings on 80% (mgmt fee) 0.8          
Total earnings 20.8        

Return (capital efficient model) 10.4%  
Source: Credit Suisse estimates 

Obviously, the above example is subject to a multitude of variables. Yet, we believe this 
type of approach could create value for equity holders with higher returns and enhanced 
capital efficiency. Conceptually, the above approach is somewhat similar to that of many 
private and public infrastructure specific funds. Considering the management approach 
and style often employed at Fortis, we believe the company may be poised to employ this 
asset management type of approach. 

Asset management 
approach could enhance 
returns 
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Financial Statements 
Naturally, one major area of focus for investors should be the rather extensive capital 
program that continues at Fortis. In 2006, Fortis invested nearly C$500m in capital 
expenditures across various businesses. With the most recent financial results, Fortis had 
expectations that it would have gross consolidated utility capital expenditures of roughly 
C$770m. Moreover, Fortis expects gross utility capital expenditures to total more than C$4 
billion over the next five years. A substantial amount of the Fortis capital program 
continues to be allocated to the company’s western Canadian based utilities: FortisAlberta, 
FortisBC. For the next few years, we expect this capital program to be funded by a 
combination of internally generated operating cash flows, debt, preferred securities, and 
common equity. 

As with all the companies within our coverage universe, we model Fortis over an extended 
time period. Our explicit financial model extends to 2025; however, we only have 
significant visibility with most of Fortis businesses for the next five years. Therefore, our 
financial commentary below focuses on the period from 2007-2011. As a summary, we 
provide the Exhibit 9 below. 

Exhibit 9: Fortis summary statistics 
C$ in millions, unless otherwise stated 

2007- 2011 2011-2025
Average rate base growth 6.5% -1.5%
Equity required* 300.0         25.0            
Average yearly capex 823.7         199.0           

*Q4 2007-2011 

Source: Credit Suisse estimates 

Selected highlights of our income statement forecast include: 

■ Projected EPS growth of 30.5% and a CAGR of 6.9% for 2007-2011; 

■ Dividend growth of 32% and a CAGR of 7% for the years from 2007-2011; and, 

■ EBITDA growth of 49% and a CAGR of 10.4% for the years from 2007-2011. 

Strong near-term utility 
growth 
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Exhibit 10: Summary income statement 
C$ in millions, unless otherwise stated 
Statement of Earnings 2006A 2007E 2008E 2009E 2010E 2011E
Revenue 1,471.7      2,587.3      3,179.7      3,313.9      3,456.5      3,602.0      
Operating expenses 1,116.6      2,040.8      2,434.7      2,542.5      2,649.3      2,754.8      

Operating income 355.2         546.5         745.0         771.4         807.2         847.2         

Finance charges 168.3         292.6         360.3         381.0         400.9         420.0         
Gain on sale of income producing property (2.1)            -               -               -               -               -               

Earnings before corporate taxes 188.9         254.0         384.7         390.5         406.3         427.2         
Corporate taxes 32.5           44.8           106.0         107.1         111.2         116.9         
Net earnings before non-controlling interest 156.4         209.1         278.7         283.4         295.1         310.3         
Non-controlling interest 7.6             14.1           12.1           13.5           14.5           15.4           
Net earnings 148.8         195.1         266.6         269.8         280.6         294.9         
Preference share dividends 1.6             6.2             6.4             6.4             6.4             6.4             
Net earnings applicable to common shares 147.2       188.8       260.2       263.4        274.2         288.5       

Adjustments (7.9)            2.4             -               -               -               -               
Net earnings after adjustments 139.3       191.2       260.2       263.4        274.2         288.5       

Adjustments for EPS (diluted) 18.0           10.1           0.4             0.4             0.4             0.4             
Net earnings for Diluted EPS 157.3         201.3         260.6         263.8         274.6         288.9         

Weighted average common shares outstanding
Basic 103.6         137.4         157.8         161.1         163.4         166.7         
Diluted 121.0         161.2         173.6         176.9         179.3         182.7         

Adjustment to diluted shares -               (13.6)          (13.6)          (13.6)          (13.6)          (13.6)          
Diluted shares 121.0         147.6         160.0         163.3         165.7         169.1         

Earnings per common share (before adjustments)
Basic 1.42 1.37           1.66           1.64           1.68           1.74           
Diluted 1.37 1.30           1.64           1.62           1.66           1.72           

Earnings per common share (after adjustments)
Basic 1.34           1.40           1.66           1.64           1.68           1.74           
Diluted 1.30           1.31           1.64           1.62           1.66           1.72           

Dividend per share 0.67           0.82           0.92           1.00           1.04           1.08           

Source: Company data and Credit Suisse estimates 
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Exhibit 11: Summary cash flow statement 
C$ in millions, unless otherwise stated 
Cash flow 2006A 2007E 2008E 2009E 2010E 2011E
Cash flow from operating activities 263.1         373.3         582.4         607.5         638.8         672.9         

Change in deferred charges and other assets and de (25.0)          (6.4)            -               -               -               -               
Purchase of utility capital assets / additions to utility (483.1)        (759.0)        (836.5)        (836.5)        (836.5)        (836.5)        
Purchase of income producing properties (16.9)          (13.3)          -               -               -               -               
Contributions in aid of construction 53.6           55.3           -               -               -               -               
Proceeds on sale of capital assets 8.2             2.8             -               -               -               -               
Business acquisitions, net of cash acquired (168.9)        (1,302.9)     -               -               -               -               
Increase in investments (1.9)            -               -               -               -               -               

Cash flow from investing activities (634.1)        (2,023.5)     (836.5)        (836.5)        (836.5)        (836.5)        

Cash flow from financing activities 378.4         1,653.6      276.1         247.6         126.5         204.7         
Effect of exchange rate changes on cash and cash eq 0.1             (2.9)            -               -               -               -               

Change in cash and cash equivalents 7.5           0.5           22.0         18.5          (71.1)          41.1         

Cash and cash equivalents, beginning of period 33.4           40.9           41.4           63.4           81.9           10.8           
Cash and cash equivalents, end of period 40.9           41.4           63.4           81.9           10.8           51.9           

Source: Company data and Credit Suisse estimates 

Selected highlights of our cash flow forecast include: 

■ Roughly, C$300 million of external equity required from 2008 to 2011; and, 

■ During our forecast period of 2008 to 2011, an average of C$836 million of growth 
capital expenditures per year. 

A critical part of any long-cycle, capital intensive business is maintaining a healthy balance 
sheet. Our summary balance sheet appears below. 

A fairly robust capital 
program in the near term 
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Exhibit 12: Summary balance sheet statement 
C$ in millions, unless otherwise stated 
Balance Sheet 2006A 2007E 2008E 2009E 2010E 2011E
ASSETS
Current assets

Cash and cash equivalents 40.9           41.4           63.4           81.9           10.8           51.9           
Accounts receivable 278.1         423.2         423.2         423.2         423.2         423.2         
Income taxes receivable 7.5             -               -               -               -               -               
Prepaid expenses 14.3           32.1           32.1           32.1           32.1           32.1           
Regulatory assets 35.7           176.2         176.2         176.2         176.2         176.2         
Inventories of gas, materials and supplies 32.7           278.4         278.4         278.4         278.4         278.4         
Total Current Assets 409.1         951.3         973.3         991.8         920.7         961.8         

Corporate income tax deposit 5.9             5.9             5.9             5.9             5.9             5.9             
Deferred charges and other assets 174.8         180.5         180.5         180.5         180.5         180.5         
Regulatory assets 133.0         192.5         192.5         192.5         192.5         192.5         
Future income taxes 7.1             38.0           38.0           38.0           38.0           38.0           
Utility capital assets 3,574.9      6,707.0      7,252.1      7,776.4      8,280.8      8,766.1      
Income producing properties 469.0         519.2         507.0         495.1         483.5         472.2         
Investments 2.5             2.5             2.5             2.5             2.5             2.5             
Intangibles, net of amortization 9.8             6.7             6.7             6.7             6.7             6.7             
Goodwill 661.3         1,544.6      1,544.6      1,544.6      1,544.6      1,544.6      
Total Assets 5,447.4    10,148.2  10,703.1  11,234.0  11,655.7    12,170.7  

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Short-term borrowings 97.7           402.5         402.5         402.5         402.5         402.5         
Accounts payable and accrued charges 333.8         718.8         718.8         718.8         718.8         718.8         
Dividends payable 21.7           34.4 34.4 34.4 34.4 34.4
Regulatory liabilities 26.4           17.9           17.9           17.9           17.9           17.9           
Current installments of long-term debt and capital leas 84.8           262.3         262.3         262.3         262.3         262.3         
Income taxes payable -               25.2           25.2           25.2           25.2           25.2           
Future income taxes 1.0             5.7             5.7             5.7             5.7             5.7             

565.3         1,466.8      1,466.8      1,466.8      1,466.8      1,466.8      

Deferred credits 79.0           254.7         254.7         254.7         254.7         254.7         
Regulatory liabilities 338.9         374.7         374.7         374.7         374.7         374.7         
Future income taxes 57.7           57.2           57.2           57.2           57.2           57.2           
Long-term debt and capital lease obligations 2,558.5      4,842.3      5,170.0      5,485.1      5,788.0      6,079.2      
Non-controlling interest 130.5         116.9         129.0         142.5         157.0         172.5         
Preference shares 319.5         319.5         319.5         319.5         319.5         319.5         

4,049.3      7,432.1      7,771.9      8,100.5      8,417.9      8,724.6      
Shareholders' equity
Common shares 829.0         2,117.1      2,217.1      2,317.1      2,317.1      2,417.1      
Preference shares 122.5         122.4         122.4         122.4         122.4         122.4         
Contributed surplus 4.7             5.7             5.7             5.7             5.7             5.7             
Equity portion of convertible debentures 7.2             5.8             5.8             5.8             5.8             5.8             
Accumulated other comprehensive loss -               (88.6)          (88.6)          (88.6)          (88.6)          (88.6)          
Foreign currency translation adjustment (51.5)          -               -               -               -               -               
Retained earnings 486.3         553.7         668.8         771.1         875.4         983.8         

1,398.1      2,716.1      2,931.2      3,133.5      3,237.8      3,446.2      

Total Liabilities and Shareholders' equity 5,447.4      10,148.2    10,703.1    11,234.0    11,655.7    12,170.7    

Source: Company data and Credit Suisse estimates 

Selected balance sheet highlights, include: 

■ From 2007-2011 an average return on equity of 8.2%; 

■ An 19.9% increase in assets from 2007-2011; and, 

■ An average unadjusted debt/total capitalization of 63% over the next 19 years peaking 
at 68% in 2007. 
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Valuation 
Consistent with our past practice, we utilize multiple valuation methodologies to obtain our 
Fortis target price and rating. Our Neutral rating and C$32.00 target price are largely the 
result of three distinct types of analysis, including: 

(1) multiple analyses; 

(2) yield analyses; 

(3) discounted cash flow. 

Each of these areas will be addressed in the sections below. 

For comparative purposes, we used FactSet historical datasets for Canadian Utilities Ltd., 
Emera Inc., Enbridge Inc., TransAlta Corp., and TransCanada Corp. that appear in many 
tables throughout this section. Comparisons of companies within the energy infrastructure 
sector have been challenging for many reasons, including: business mix; asset quality; 
regulatory regime; the nature and extent of commodity exposure; and, business risks. For 
many investors, these companies are reasonably contrasted investment vehicles. Thus, 
our relative valuation section will focus upon these companies. A brief discussion of the 
comparative companies is included in Appendix I, and a comparative valuation table in 
Appendix II. 

As a caveat, investors should be aware that much of the valuation data was obtained from 
FactSet. Therefore, the data should be internally consistent with FactSet’s approach, but it 
may not be entirely consistent with other methods of financial reporting or analysis. From 
our perspective, the potential utility and internal consistency of the FactSet data outweighs 
any apparent inconsistency between calculation methods. Yet, investors should be aware 
of the above caveat. 

Multiple analyses 
We considered three types of multiple based analysis in this section: (a) price-to-earnings; 
(b) price-to-book; and, (c) EV/EBITDA. 

Price-to-earnings 

According to FactSet data, over the last ten years, Fortis has traded at an average trailing 
P/E multiple of 16.0x within a range of 12.4x-22.8x. Specifically for Fortis, we provide a 
statistical 10-year summary in Exhibit 14. 

Exhibit 13: Historical trailing price to earnings ratio  Exhibit 14: 10 yr P/E 
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Rating: Neutral 

Target: C$32.00 
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Our comparative trailing earnings multiple analysis appears in the Exhibit 15 below. 

Exhibit 15: Comparable company historical trailing P/E multiples 
Canadian 

Utilities Ltd
Emera 

Inc.
Enbridge 

Inc.
Fortis Inc. 
(Canada)

TransAlta 
Corp.

TransCanada 
Corp.

Avg. all available yrs 14.4x 14.9x 17.0x 13.2x 65.3x 19.6x

1 year average 17.1x 18.3x 20.5x 19.9x 306.4x 17.1x
2 year average 17.9x 18.1x 21.3x 18.8x 167.1x 15.8x
3 year average 16.7x 17.2x 20.1x 18.1x 120.1x 15.7x
4 year average 16.0x 17.0x 18.6x 17.3x 95.0x 15.6x
5 year average 15.3x 17.0x 18.8x 16.6x 83.3x 15.5x
10 year average 14.9x 16.1x 18.4x 16.0x 65.3x 15.9x  
Source: FactSet and Credit Suisse 

Given the magnitude of Fortis’ capital program in the near term, we believe the company 
faces potentially fairly meaningful earnings contributions in the coming years. As a result 
we believe Fortis will likely trade at slightly higher earnings multiples than the historical two 
year average for the next several years. However, our longer-term earnings outlook is less 
robust primarily due to lack of visible growth. In Exhibit 16, we have discounted future 
earnings streams at a rate of 5%. 

Exhibit 16: Share price based on future earnings discounted at 5% at various multiples 
2008 2009 2010 2011

12.0x 19.15        18.05        17.60        17.35        
14.0x 22.34        21.06        20.54        20.25        
16.0x 25.54        24.07        23.47        23.14        
18.0x 28.73        27.08        26.41        26.03        
20.0x 31.92        30.09        29.34        28.92        
22.0x 35.11        33.09        32.27        31.81        
24.0x 38.30        36.10        35.21        34.71         

Source: Credit Suisse estimates 

Obviously, companies with long duration assets like Fortis are somewhat sensitive and 
susceptible to changes in interest rates (as will be address in several sections below). 

Given the potential for a slightly upward moving yield curve, we have applied a multiple 
slightly higher that the 2-year average multiple. On a price-earnings basis, we utilize a 
19.5x multiple to obtain our C$32.00 target price. 

Price-to-book 

On an historic basis, Fortis has traded at a 10-year average price-to-book multiple of 1.6x 
and within a range of 1.1x-2.4x. A statistical summary of the company’s price-to-book ratio 
appears below in tabular form and as a chart. 
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Exhibit 17: Historical price to book ratio  Exhibit 18: 10 yr P/B 
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As evidenced by the table below, Fortis consistently trades at a lower price-to-book 
multiple than many of its peers. 

Exhibit 19: Comparable company historical P/B multiples 
Canadian 

Utilities Ltd.
Emera 

Inc.
Enbridge 

Inc.
Fortis Inc. 
(Canada)

TransAlta 
Corp.

TransCanada 
Corp.

Avg. all available yrs 1.8x 1.5x 2.5x 1.4x 1.8x 1.8x

1 year average 2.5x 1.7x 2.9x 2.0x 2.4x 2.3x
2 year average 2.4x 1.6x 2.9x 2.0x 2.1x 2.3x
3 year average 2.3x 1.6x 2.9x 1.9x 1.9x 2.3x
4 year average 2.2x 1.6x 2.8x 1.9x 1.8x 2.3x
5 year average 2.1x 1.5x 2.7x 1.8x 1.7x 2.2x
10 year average 2.1x 1.5x 2.7x 1.6x 1.8x 1.9x  
Source: FactSet and Credit Suisse 

Similar to our price-to-earnings analysis, we have considered our forecast book value over 
multiple time frames in the matrix below 

Exhibit 20: Share value based on future book value per share at different multiples 
2007 2008 2009 2010 2011

1.0x 16.09              16.18               17.02        17.37                18.20                
1.2x 19.31              19.42               20.42        20.85                21.84                
1.4x 22.53              22.65               23.82        24.32                25.47                
1.6x 25.75              25.89               27.23        27.80                29.11                
1.8x 28.97              29.12               30.63        31.27                32.75                
2.0x 32.19              32.36               34.03        34.75                36.39                
2.2x 35.41              35.60               37.44        38.22                40.03                
2.4x 38.63              38.83               40.84        41.70                43.67                 

Source: Credit Suisse estimates 

Our C$32.00 target price equates to a 2.0x price-to-book multiple applied to our year end 
2008 book value per share estimate. This multiple represents the one and two year 
historical average price-to-book multiple of the company. 

EV/EBITDA 

Our analysis of 10-years of FactSet data concluded that Fortis’ average EV/EBITDA 
multiple has been 8.8x and within a range of 6.4x to 13.9x. A statistical summary and a 
chart appear below. 
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Exhibit 21: Historical EV/EBITDA multiple  Exhibit 22: 10 yr EV/EBITDA 
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Source: FactSet and Credit Suisse  Source: FactSet and Credit Suisse 

Given the lack of longer-term visible growth prospects, we believe this multiple is likely to 
remain somewhat constant over time. A valuation matrix appears below 

Exhibit 23: Comparable company historical EV/EBITDA multiples 
Canadian 

Utilities Ltd
Emera 

Inc.
Enbridge 

Inc.
Fortis Inc. 
(Canada)

TransAlta 
Corp.

TransCanada 
Corp.

Avg. all available yrs 6.7x 8.6x 9.8x 7.5x 7.9x 8.3x

1 year average 8.2x 8.9x 12.3x 11.2x 13.4x 9.2x
2 year average 8.1x 9.1x 12.1x 10.9x 11.4x 8.9x
3 year average 7.8x 8.8x 11.5x 10.9x 10.5x 8.9x
4 year average 7.7x 8.9x 11.3x 10.4x 10.2x 8.7x
5 year average 7.5x 9.1x 11.5x 10.1x 10.5x 8.5x
10 year average 7.2x 9.0x 10.9x 8.8x 9.3x 8.8x  
Source: FactSet and Credit Suisse 

As a result of the company’s large capital program in the near-term, but limited longer-term 
visibility, we believe EV/EBITDA multiples to remain in line with the two-year historical 
average. 

Exhibit 24: Share value based on forecasted future EBITDA at different multiples 
2007 2008 2009 2010 2011

9.0x 10.65              20.62               20.72        21.76                22.55                
9.5x 13.04              23.62               23.77        24.97                25.84                

10.0x 15.42              26.62               26.83        28.18                29.13                
10.5x 17.81              29.62               29.89        31.38                32.42                
11.0x 20.20              32.62               32.95        34.59                35.71                
11.5x 22.58              35.62               36.01        37.80                39.00                
12.0x 24.97              38.63               39.07        41.01                42.29                
12.5x 27.36              41.63               42.13        44.21                45.58                
13.0x 29.75              44.63               45.19        47.42                48.87                 

Source: Credit Suisse estimates 

Our C$32.00 target price is obtained by applying a 10.8x multiple which is slightly below 
the 2-year average. 

Yield analyses 
We believe yield related analysis must address three specific areas: (a) dividend yield; (b) 
the dividend yield spread; and, (c) the dividend discount model. 



 04 December 2007 

Fortis Inc. (FTS.TO) 19 

Dividend yield 

According to Bloomberg data, Fortis has traded at an average dividend yield of 4.0% over 
the last 10 years and within a range of 2.5% to 6.6% (See Exhibit 25 and Exhibit 26). 

Exhibit 25: Historical Fortis dividend yield  Exhibit 26: 10 yr dividend yield 
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Source: Bloomberg and Credit Suisse  Source: Bloomberg and Credit Suisse 

For several reasons, we believe these metrics should be compared to movements in the 
Canadian 10-year bond yield (Exhibit 27). 

Exhibit 27: Canadian 10 year bond yield 
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Source: Bloomberg and Credit Suisse  

The sensitivity of dividend yield valuation is clearly evidence in the matrix below for current 
and estimated future dividend streams at various targeted yields. 
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Exhibit 28: Share value based on future dividends at various dividend yields 
2007 2008 2009 2010 2011

2.4% 34.17              38.33               41.67        43.33                45.00                
2.6% 31.54              35.38               38.46        40.00                41.54                
2.8% 29.29              32.86               35.71        37.14                38.57                
3.0% 27.33              30.67               33.33        34.67                36.00                
3.2% 25.63              28.75               31.25        32.50                33.75                
3.4% 24.12              27.06               29.41        30.59                31.76                
3.6% 22.78              25.56               27.78        28.89                30.00                
3.8% 21.58              24.21               26.32        27.37                28.42                
4.0% 20.50              23.00               25.00        26.00                27.00                
4.2% 19.52              21.90               23.81        24.76                25.71                
4.4% 18.64              20.91               22.73        23.64                24.55                 

Source: Credit Suisse estimates 

In addition, we have discounted our projected future dividend payments at 5% and 
provided the valuation sensitivity in the table below. 

Exhibit 29: Share value based on future dividend discounted at 5% at various multiples 
2008 2009 2010 2011

2.40% 37.41      38.73      38.36      37.94      
2.60% 34.53      35.75      35.41      35.02      
2.80% 32.07      33.19      32.88      32.52      
3.00% 29.93      30.98      30.69      30.35      
3.20% 28.06      29.04      28.77      28.45      
3.40% 26.41      27.34      27.08      26.78      
3.60% 24.94      25.82      25.57      25.29      
3.80% 23.63      24.46      24.23      23.96      
4.00% 22.45      23.24      23.01      22.76      
4.20% 21.38      22.13      21.92      21.68      
4.40% 20.41      21.12      20.92      20.69       

Source: Credit Suisse estimates 

Our C$32.00 target price is based upon a 2.85% dividend yield. That figure also equates 
to our 2011 projected dividend being discounted at 5% and applying a 2.9% dividend yield. 
The 2.85% dividend yield is slightly lower than the company’s recent yield levels; and is 
closer to the lower end of the 10-year range. 

Dividend yield spread 

We believe that one should not solely rely upon dividend yield based metrics. In our view, 
many yield based metrics should be considered in the context of comparable nominal 
interest rates available in the marketplace. For a number of reasons, we have considered 
the company’s historic dividend yield against the Government of Canada 10-year bond 
yield on a spread basis. Exhibit 30 and Exhibit 31 highlight this relationship. 
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Exhibit 30: Dividend yield spread versus the Canadian 10 year (bps)  Exhibit 31: 10 yr yield spread 
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Naturally, the yield spread relationship highlights the potential for meaningful sensitivity to 
interest rate movements. Many fundamental reasons exist for this relationship, however, 
we must note that interest rate sensitive investments like Fortis usually do not exhibit 
perfect correlations. Clearly, some near-term uncertainty has impacted the valuation of 
many interest rate sensitive investment vehicles. Yet, in historic terms, the interest rate 
environment continues to be extremely accommodative which underpins often robust 
valuations for companies like Fortis. Thus, we apply a 165 bps spread to a moderate 
outlook on 10-year Canadian bond yield to obtain our C$32.00 target price. 

The dividend discount model 

Many energy infrastructure investors often focus on dividends as the cash returned to 
shareholders is an easily comparable metric across companies and regions. Accounting 
impacts are less meaningful when considering the actual cash received by a shareholder, 
however, income taxes may play a significant role across regions. Regardless of these 
factors, the dividend discount model essentially provides a very simplified discounted cash 
flow based valuation tool. A simplified dividend discount model is based on the following 
formulae: 

 
P0 = D1/KS P0 = D1/(KS-g) 

Where:
P0 = Share price today

D1 = Dividend one period from now

G = Expected growth rate in cash dividends
KS = Required rate of return

 
 

As one would expect, there is a significant amount of valuation sensitivity with a dividend 
discount model analysis. We capture part of that sensitivity in the table below. 
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Exhibit 32: Share value under different dividend discount model assumptions 
Cost of equity

26.29$        7.5% 8.5% 9.5% 10.5% 11.5%
3.0% 20.44      16.73      14.15      12.27      10.82      
4.0% 26.29      20.44      16.73      14.15      12.27      
5.0% 36.80      26.29      20.44      16.73      14.15      
6.0% 61.33      36.80      26.29      20.44      16.73      
7.0% 184.00    61.33      36.80      26.29      20.44      
8.0% (184.00)   184.00    61.33      36.80      26.29      
9.0% (61.33)     (184.00)   184.00    61.33      36.80      D
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Source: Company data, Credit Suisse estimates 

Our financial model forecasts roughly a compound annual dividend growth rate of 7% from 
2007 to 2011 which would equate to a value significantly above our current target price 
using a reasonable cost-of-equity. Obviously, many limitations exist with valuing only 
dividend streams. Therefore, we now address our discounted cash flow analysis. 

Discounted cash flow 
Given the long asset life associated with many infrastructure assets, we do not believe that 
simple multiples effectively convey all of the potential value within these types of 
companies. Therefore, we place a significant amount of emphasis upon longer-term 
explicit financial models which then utilize discounted cash flows to ascertain corporate 
value. Admittedly, there is a considerable amount of valuation variability arising from using 
a DCF valuation methodology when one considers the tremendous sensitivity of the cost 
of capital and asset turns on valuation. 

In our view, that valuation variability is outweighed by the benefits of long-term forecasts 
that attempt to comprehend the real economic value of long duration assets. For instance, 
there is an inherent mismatch between the economic value of many infrastructure assets 
and the accounting life of an asset. Quite often the economic value of an asset can extend 
beyond 50 years and, sometimes, well beyond 100 years with a relatively small amount of 
sustaining capital. Yet, the accounting life of these assets does not usually exceed 40 
years and is often 25 years. As a result of this inherent mismatch, we believe longer-term 
valuations are necessary to properly ascertain corporate value. 

Obviously, a tremendous number of limitations exist for any discounted cash flow analysis 
and method of valuation. Most importantly, any DCF approach largely consists of 
assumptions being built upon assumptions. These assumptions are perhaps even more 
challenging given the capital intensity of the utilities business which can make the precise 
timing of cash flows and capital projects very problematic. Even with these limitations, we 
believe it necessary and worthwhile to focus on our Fortis valuation with our explicit 5 year 
forecast period. 

Our DCF valuation approach consists of three steps: 

1. Generation of free cash flow forecast; 

2. Estimation of a discount rate; and, 

3. Discounting the free cash flows to the present. 

Considering the above, the DCF analysis starting point is our free cash flow forecast. A 
summary version of our financial model appears in Exhibit 33 below. Our summary is 
based upon our explicit financial forecast until 2011 that was outlined in a previous section 
of this report. 

Longer-term cash flow 
driven valuations are 
preferred, however, many 
limitations exist 
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Exhibit 33: Free cash flow summary 
C$ in millions, unless otherwise stated 

Free cash flow to the firm 2007E 2008E 2009E 2010E 2011E
Operating Cash Flow 373.3          582.4      607.5      638.8      672.9      
After tax interest cost 207.7          255.8      270.5      284.6      298.2      
Capex (772.3)         (836.5)     (836.5)     (836.5)     (836.5)     
Dispositions 2.8              -          -          -          -          
Free cash flow to firm (188.5)         1.7          41.5        86.9        134.6       

Source: Credit Suisse estimates 

As expected with Fortis’ significant capital program, negative free cash flow occurs in 2007 
and very little positive free cash is generated in 2008 and 2009 of our forecast periods.  

In the second step of our DCF analysis, we employ two methods of calculation to obtain 
our cost of equity: (a) the capital asset pricing model (CAPM); and, (b) a bond yield plus 
risk premium approach. 

CAPM: Cost of equity = Risk free rate + (Beta x Market risk premium) 

Therefore, using a risk free rate of 4.5%, a beta of 0.613 (obtained from Bloomberg) and a 
equity risk premium of 3.5%, we obtain a cost of equity of roughly 7.4%. A corporate bond 
yield approach (corporate bond + equity risk premium) generated a slightly higher cost of 
equity based upon a corporate bond yield of 5.65% and an equity risk premium of 350 bps. 

With these assumptions and using the free cash flow to the firm methodology, we 
generated the following range of valuations highlighted in Exhibit 34. 

Exhibit 34: Share value under different DCF assumptions 
WACC

30.87          4.5% 5.0% 5.5% 6.0% 6.5%
1.00% 32.15      24.44      18.32      13.32      9.14        
1.25% 34.62      26.18      19.58      14.26      9.86        
1.50% 37.51      28.17      21.00      15.31      10.65      
1.75% 40.92      30.46      22.61      16.48      11.52      
2.00% 45.01      33.13      24.46      17.80      12.50      Lo
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Source: Credit Suisse estimates 

Upon considering the relatively benign Canadian interest rate environment, a weighted 
average cost of capital of roughly 5.12% is reasonably supported. As evidenced by the 
matrix appearing in Exhibit 34 and a modest long-term growth rate of 2.0%, our DCF value 
falls within a range of C$30.00 to C$35.00. 

Valuation summary 
We are initiating coverage of Fortis Inc. with a Neutral rating and a C$32.00 target price. A 
significant portion of our analysis is based upon a very large capital program in the near to 
medium term, with a lack of visible growth in the longer term. A summary of our various 
valuation approaches appears in Exhibit 35 below. 

Rating: Neutral 

Target price: C$32.00 
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Exhibit 35: Valuation summary 
Valuation summary Metric Value Comment
Price to earnings 19.5x ~C$31.90

Price to book 2.0x ~C$32.40

EV/EBITDA 10.8x ~C$32.00

Dividend yield 2.85% ~C$32.30

Yield spread 165 bps ~C$32.30

Discounted cash flow -               ~C$30.00 
to 
C$35.00

 Applying a slightly lower multiple than the two year 
EV/EBITDA multiple on our 2008 forecast year. 

 Slightly lower than the current dividend yield as a result of 
the current low-interest rate environment and ongoing yield 
affection. 

 Represents a 165 basis point spread to the forecast 10 
year Canadian government bond yield. 

 We utilise our explicit forecast up to year 2025 combined 
with a 2% long-term growth rate and a 5.12% weighted 
average cost of capital to obtain our discounted cash flow 
valuation driven target price. 

 A slightly higher than the 2 year historic P/E multiple is 
reflective of the significant capital program over the next 
few years. 

 Applying the one and two year average price-to-book 
multiple on our forecast year end 2008. 

 
Source: Company data and Credit Suisse estimates 

We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and Caribbean. However, the company does not have any visible 
growth in the longer term. This combination of factors leads to our initiation of coverage 
with a Neutral rating and a C$32.00 target price. 

Risks 
We believe Fortis faces a number of business and financial risks, including: 

■ Increasing competition: We believe Fortis will face a tremendous amount of 
competition for transactions; that may decrease prospective returns. 

■ Commodity prices: Fortis has some direct and indirect commodity exposure that 
could meaningfully impact our investment thesis. 

■ Interest rate movements: A number of sources of interest rate risk exist, including: 
refinancing; regulatory related earnings streams and associated formulae; and, relative 
investment value. 

■ Regulation: Some of the company’s assets are subject to various forms of regulation 
and, therefore, investors should not underestimate the potential impact of changes to 
the regulatory environment. 

■ Energy market dynamics: Fortis faces a multitude of factors related to broader 
energy markets that it cannot control, including: fossil fuel commodity prices; electricity 
prices; weather; demand management activities; substitution activities; fuel availability; 
and, water levels. These factors, among others, may ultimately affect our investment 
thesis. 

■ Access to capital markets: Given the company’s capital program and balance sheet 
objectives, we believe that access to capital markets on reasonable terms is critical. 

■ Environmental rules: Emissions regimes are still in development in Canada and 
certain forms of regulation may meaningfully impact the company’s utility and non-
regulated generation businesses. 
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Appendix I: Comparable company descriptions 
Exhibit 36: Comparable company descriptions 
Company Ticker Description
Canadian 
Utilities Ltd.

CU.TO Canadian Utilities Limited is a diversified, Canadian based, international group of companies engaged in Power 
Generation, Utilities (natural gas and electricity transmission and distribution) and Global Enterprises, with 
companies active in technology, logistics and energy services.

Emera Inc EMA.TO Emera Inc. is an energy and services company with 570,000 customers, $4.0 billion in assets. The company 
operates two regulated utility subsidiaries in northeast North America - Nova Scotia Power and Bangor Hydro-
Electric - that together account for over 90% of revenues. In addition, Emera owns a 12.9% equity interest in the 
Maritimes & Northeast Pipeline, which delivers Nova Scotia's offshore natural gas to markets in Maritime Canada 
and New England. 

Enbridge Inc. ENB.TO Enbridge operates, in Canada and the U.S., the world's longest crude oil and liquids pipeline system. Its pipeline 
systems have operated for over 55 years and now comprise approximately 13,500 kilometres (8,500 miles) of 
pipeline, delivering more than 2 million barrels per day of crude oil and liquids. 

TransAlta Corp. TA.TO TransAlta is a power generation and energy marketing company with approximately 8,500 MW of generating 
capacity. TransAlta has generating facilities in Canada, United States, Australia and Mexico. The company has a 
diverse fuel mix in (coal, natural gas, hydro electric and renewables).

TransCanada 
Corp.

TRP.TO TransCanada is a leader in the responsible development and reliable operation of North American energy 
infrastructure. Our network of more than 59,000 kilometres (36,500 miles) of pipeline taps into virtually all major 
gas supply basins in North America. TransCanada is one of the continent’s largest providers of gas storage and 
related services with approximately 360 billion cubic feet of storage capacity. A growing independent power 
producer, TransCanada also owns, or has interests in, approximately 7,700 megawatts of power generation.

Source: Company data and Credit Suisse 
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Appendix II: Comparable company valuation tables 
 

Exhibit 37: Comparable company overview 
Shares

Price Price O/S Market Enterprise 2007E Price Div Total
Company Ticker Currency Rating Target 12/3/2007 (mm) Cap Value $ Payout Appr Yield Return

Canadian Utilities  -Cl A CU.TO CAD Not Rated NR $51.18 125.4 $6,420 $8,694 $1.26 44.2% n/a 2.5% n/a
Emera Inc EMA.TO CAD Neutral $24 $21.33 111.4 $2,376 $4,282 $0.91 68.8% 12.5% 4.3% 16.8%
Fortis Inc FTS.TO CAD Neutral $32 $27.04 154.9 $4,189 $9,549 $0.82 62.4% 18.3% 3.0% 21.4%
Enbridge Inc ENB.TO CAD Neutral $42 $37.43 368.3 $13,785 $23,735 $1.23 70.2% 12.2% 3.3% 15.5%
Transalta Corp TA.TO CAD Outperform $36 $31.83 202.6 $6,447 $8,896 $1.00 77.8% 13.1% 3.1% 16.2%
Transcanada Corp TRP.TO CAD Outperform $44 $39.54 537.8 $21,263 $37,219 $1.36 67.0% 11.3% 3.4% 14.7%

Average 69.2% 13.5% 3.3% 16.8%

Indicated Dividend

Source: FactSet, Bloomberg and Credit Suisse estimates 

 

Exhibit 38: Comparable company valuation 

Company 2006 2007E 2008E 2006 2007E 2008E 2006 2007E 2008E 2006 2007E 2008E 2006 2007E 2008E 2006 2007E 2008E
Canadian Utilities  -Cl A $3.10 $2.85 $2.84 $5.58 $5.83 $5.86 $1,100 $1,177 $1,159 16.5x 18.0x 18.0x 9.2x 8.8x 8.7x 7.9x 7.4x 7.5x
Emera Inc $1.33 $1.32 $1.35 $2.34 $2.81 $2.64 $543 $549 $576 16.0x 16.1x 15.8x 9.1x 7.6x 8.1x 7.9x 7.8x 7.4x
Fortis Inc $1.19 $1.31 $1.64 $2.25 $2.32 $3.35 $686 $813 $1,049 22.7x 20.6x 16.5x 12.0x 11.7x 8.1x 13.9x 11.7x 9.1x
Enbridge Inc $1.73 $1.75 $1.86 $3.41 $3.62 $3.66 $2,024 $2,157 $2,408 21.7x 21.4x 20.1x 11.0x 10.3x 10.2x 11.7x 11.0x 9.9x
Transalta Corp $1.16 $1.29 $1.76 $3.36 $3.67 $4.50 $567 $953 $1,181 27.5x 24.7x 18.1x 9.5x 8.7x 7.1x 15.7x 9.3x 7.5x
Transcanada Corp $1.94 $2.03 $2.09 $4.85 $4.58 $4.14 $3,558 $3,930 $3,791 20.4x 19.5x 18.9x 8.2x 8.6x 9.5x 10.5x 9.5x 9.8x

Average 20.8x 20.0x 17.9x 9.8x 9.3x 8.6x 11.3x 9.5x 8.5x

TEV/EBITDAP/CFPSP/EEBITDAOperating EPS Operating CFPS

Source: FactSet, Bloomberg and Credit Suisse estimates 

 

Appendix III: Management highlights  
Exhibit 39: Fortis Inc. management 
Management Team Title Comments
H. Stanley Marshall President and Chief Executive Officer Mr. Marshall has been President and CEO of Fortis Inc. since 1995. Mr. Marshall

serves on the boards of all Fortis companies and is a Director of Toromont
Industries Ltd.

Barry V. Perry Vice President, Finance, and Chief 
Financial Officer

Barry V. Perry is Vice President, Finance and has been CFO since 2004. Earlier, he
was Vice President, Finance and Chief Financial Officer of Newfoundland Power.
Mr. Perry serves on the Boards of FortisAlberta Inc. and FortisBC Inc.

Ronald W. McCabe General Counsel and Corporate 
Secretary

Mr. McCabe has been General Counsel and Corporate Secretary of Fortis Inc since
1997. Earlier, he practiced corporate law and was in-house counsel to two airlines.

Source: Company data and Credit Suisse  
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Appendix IV: Board of Directors 
Exhibit 40: Board of directors 
Board of Directors Title Member since
Bruce Chafe Mr. Chafe was appointed Chairman of the Fortis board in May 2006. In the past, he was

chairman of the audit committee of the Fortis board. Mr. Chafe has been a Director of Fortis
Properties Corporation since 1997. He has also served on the boards of Newfoundland Power
Inc. and FortisBC Inc.

1997

Frank Crothers Mr. Crothers is Chairman and Chief Executive Officer of Island Corporate Holdings Limited, a
private Bahamas-based investment company with diverse interests throughout the Caribbean,
North America, Australia and South Africa. He has served on many public and private sector
boards including a term as chairman of the Caribbean Association of Electrical Utilities.

2007

Peter E. Case Mr. Case has been a consultant to the utility industry since 2003, following his retirement as
Executive Director, Institutional Equity Research from CIBC World Markets. Prior to that
position, he was Managing Director at BMO Nesbitt Burns.

2005

Geoffrey F. Hyland Mr. Hyland retired as President and CEO of ShawCor Ltd. in June 2005. Mr. Hyland is a
Director of FortisOntario Inc.

2001

Linda L. Inkpen Dr. Inkpen was appointed Chair of the Board of Fortis Properties Corporation in 2000 and is a
past Chair of Newfoundland Power Inc.

1994

H. Stanley Marshall Mr. Marshal joined Newfoundland Power Inc. in 1979 and was appointed President and CEO of
Fortis Inc. in 1996. Mr. Marshall serves on the boards of all Fortis companies and is a Director
of Toromont Industries Ltd.

1995

John S. McCallum Mr. McCallum is Chair of the Governance and Nominating Committee of the board. He was
Chairman of Manitoba Hydro from 1991 to 2000 and Policy Advisor to the Federal Minister of
Finance from 1984 to 1991.

2001

Harry McWatters Mr. McWatters is the founder and President of Sumac Ridge Estate Wine Group, a leader in
the British Columbia wine industry. He is President of Black Sage Vineyards Ltd., See Ya Later
Ranch Ltd., Okanagan Estate Wine Cellars Ltd., and is responsible for government and
industry relations in western Canada for Vincor Canada.

2007

David G. Norris Mr. Norris is Chair of the Audit Committee of the board. He has been a financial and
management consultant since 2001, prior to which he was Executive Vice-President, Finance
and Business Development, Fishery Products International Limited. Mr. Norris was appointed
Chair of the Board of Newfoundland Power Inc. in 2006.

2005

Michael A. Pavey Mr. Pavey retired as Executive Vice-President and CFO of Major Drilling Group International
Inc. in 2006. 

2006

Roy P. Rideout Mr. Rideout is Chair of the Human Resources Committee of the Board. He retired as Chairman
and CEO of Clarke Inc. in October 2002.

2001

Source: Company data and Credit Suisse  

 

Appendix V: Corporate governance highlights 
For greater details on Fortis’ corporate governance practices we believe investors should 
consult various securities filings. Yet, we highlight selected corporate governance 
practices below, including: 

■ A majority of Directors are independent. 

■ The company “has adopted a written code for the directors, officers and employees.” 

■ The Governance and Nominating Committee shall “carry out procedures specified by 
the Board for assessing the effectiveness of the Board, the directors, and each Board 
committee”. 
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Appendix VI: Selected company assets 
Exhibit 41: Selected company assets 
Regulated Utilities - Canada
Terasen Principal natural gas distributor in British Columbia, serving over 900,000 customers, or 95% of natural gas

users in the province. It also provides propane distribution to approximately 2,400 customers in the
Whistler area.

FortisAlberta FortisAlberta owns and/or operates about 105,000 kilometers of distribution lines, and distributes electricity
generated by other market participants to end-use customers in southern and central Alberta. The
company serves more than 440,000 customers.

FortisBC FortisBC's assets include about 6,750 kilometers of distribution lines and four hydroelectric power plants
with a combined capacity of 235 MW. The company generates approximately 45 percent of its electricity
requirements and the balance is met through power purchase agreements. FortisBC operates in the
southern interior of British Columbia and serves approximately 152,000 customers.

Newfoundland Power Newfoundland Power operates an integrated generation, transmission, and distribution system in
Newfoundland. It has an installed generating capacity of approximately 136 MW, of which 92 MW is
hydroelectric in nature. The company serves approximately 230,000 customers.

Maritime Electric Maritime Electric generates, transmits, and distributes electricity in the Prince Edward Island. It maintains
on-island generating facilities at Charlottetown and Bord.

FortisOntario FortisOntario is composed of Canadian Niagara Power and Cornwall Electric. It serves approximately
52,000 customers in Fort Erie, Port Colborne and Gananoque in the province of Ontario. It also own an
interest in Westario Power and Rideau St. Lawrence.

Regulated Utilities - Caribbean
Belize Electric Belize Electricity is the primary distributor of electricity in Belize, Central America. It caters to more than

71,000 customers. Fortis holds a 70.1percent interest in Belize Electricity.
Caribbean Utilities Caribbean Utilities generates, transmits, and distributes electricity in Grand Cayman, Cayman Islands. The

company has installed generating capacity of 120 MW. Fortis holds an approximate 54% controlling
interest.

Fortis Trucks and Caicos Fortis Turks and Caicos distributes electricity in the Turks and Caicos Islands as per 50-year licenses that
will expire in 2036 and 2037. It has an installed diesel-fired generating capacity of approximately 37 MW.
Fortis Inc. acquired Fortis Turks and Caicos in August  2006. 

Non-Regulated 
Fortis Generation Fortis Generation operates non-regulated generating assets in Belize, Ontario, central Newfoundland,

British Columbia, and Upper New York State. It has a generating capacity of 195 MW, of which 190 MW is
hydroelectric generation.

Fortis Properties Fortis Properties owns and operates19 hotels (more than 3,500 rooms) in eight Canadian provinces and
2.8 million square feet of commercial real estate primarily in Atlantic Canada.

Source: Company data and Credit Suisse 
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Appendix VII: Selected company asset maps 
Exhibit 42: Selected company asset maps 

Source: Company data 

 

Companies Mentioned  (Price as of 03 Dec 07) 
AES Corporation (AES, $21.73) 
Ameren Corp. (AEE, $53.25) 
American Electric Power Co., Inc. (AEP, $47.78, OUTPERFORM, TP $52.00, UNDERWEIGHT) 
Aquila, Inc. (ILA, $3.94) 
Berkshire Hathaway Inc. (BRKA, $143200, NEUTRAL, TP $125000.00, MARKET WEIGHT) 
Black Hills Corporation (BKH, $42.43) 
Canadian Utilities Ltd. (CU.TO, C$51.18) 
CMS Energy (CMS, $17.37) 
Con Edison (ED, $48.56, NEUTRAL, TP $50.00, UNDERWEIGHT) 
Constellation Energy Group Inc. (CEG, $99.91, OUTPERFORM, TP $112.00, OVERWEIGHT) 
Dominion Resources (D, $47.39, OUTPERFORM, TP $49.00, OVERWEIGHT) 
DTE Energy (DTE, $49.58, NEUTRAL, TP $51.00, UNDERWEIGHT) 
Duke Energy (DUK, $19.83, NEUTRAL, TP $20.00, UNDERWEIGHT) 
Dynegy Inc. (DYN, $7.94, NEUTRAL, TP $10.00, OVERWEIGHT) 
Emera (EMA.TO, C$21.33) 
Enbridge Inc. (ENB.TO, C$37.43, NEUTRAL, TP C$42.00, UNDERWEIGHT) 
Energy East Corporation (EAS, $27.60) 
Exelon Corporation (EXC, $82.43, NEUTRAL, TP $80.00, OVERWEIGHT) 
FirstEnergy (FE, $69.43) 
Fortis Inc. (FTS.TO, C$27.04, NEUTRAL, TP C$32.00, UNDERWEIGHT) 
FPL Group (FPL, $71.44, OUTPERFORM, TP $76.00, OVERWEIGHT) 
Gaz Metro LP (GZM_u.TO, C$14.72) 
Great Plains Energy (GXP, $29.61, RESTRICTED, UNDERWEIGHT) 
Iberdrola (IBE.MC, Eu11.08, RESTRICTED) 
Integrys Energy Group (TEG, 51.72) 
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ITC Holdings Corp (ITC, $51.96, OUTPERFORM, TP $61.00, UNDERWEIGHT) 
MDU Resources (MDU, $27.11) 
National Grid (NG.L, 812.50 p, NEUTRAL, TP 720.00 p, UNDERWEIGHT) 
NiSource Inc (NI, $18.52, NEUTRAL, TP $22.00, MARKET WEIGHT) 
Northeast Util (NU, $31.90) 
Northwestern Corp. (NWEC, $27.81) 
NSTAR (NST, $35.09) 
OGE (OGE, $36.01) 
Pepco Holdings Inc. (POM, $28.13, NEUTRAL, TP $31.00, UNDERWEIGHT) 
Progress Energy (PGN, $49.10, NEUTRAL, TP $53.00, UNDERWEIGHT) 
Public Services New Mexico (PNM, $22.57) 
Public Svc Ent (PEG, $97.55, NEUTRAL, TP $100.00, OVERWEIGHT) 
Puget Energy, Inc. (PSD, $28.09) 
SCANA Corporation (SCG, $42.97) 
Sierra Pacific (SRP, $17.27, OUTPERFORM, TP $18.00, UNDERWEIGHT) 
TransAlta Corporation (TA.TO, C$31.83, OUTPERFORM, TP C$36.00, UNDERWEIGHT) 
TransCanada Corp. (TRP.TO, C$39.54, OUTPERFORM, TP C$44.00, UNDERWEIGHT) 
Unisource Energy Corp (UNS, $30.89, NEUTRAL, TP $36.00, UNDERWEIGHT) 
Wisconsin Energy (WEC, $48.00) 
Xcel Energy (XEL, $22.94) 
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Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
9/18/06 24.5 25.5 NEUTRAL  
3/16/07 27.15 NOT COVERED  
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
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Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) over the 
next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe (except with respect to Asia/Pacific, Latin 
America and Emerging Markets, where stock ratings are relative to the relevant country index. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, including 
an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  46% (58% banking clients) 
Neutral/Hold*  40% (58% banking clients) 
Underperform/Sell*  12% (54% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$32 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
We use a P/E (price/earnings) multiples of 19.5x our 2008 EPS (earnings per share) estimate of C$1.64; we use an EV/EBITDA (enterprise 
value/earnings before interest, taxes, depreciation, and amortization) of 10.8x and a 165 bps yield spread. 
Risks: There are a number of risk to Fortis' achievement of our C$32.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
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Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

The following disclosed European company/ies have estimates that comply with IFRS: IBE.MC, NG.L. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other 
party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered 
trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the 
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in 
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Fortis Inc. (FTS.TO) 
PRE RESULTS COMMENT 

Quarterly earnings preview 
■ Earnings preview: Fortis is scheduled to report Q4 2007 earnings on or 

about the 7th of February. We are forecasting Q4 2007 earnings per share of 
C$0.48 which is slightly higher than the Street’s C$0.45 consensus estimate 
and at the top end of the C$0.42-C$0.48 range. Given the long-cycle nature 
of most of our coverage universe, we do not place undue emphasis on 
quarterly results. Yet, we do believe certain issues will be pertinent in the 
quarter. Finally, in light of the company’s declaration of dividend increase on 
the 11th of December, we do not foresee any further increase to the dividend 
at this time. 

■ Selected issues: With the company’s results, we focus our analytical efforts 
on both the financial and strategic issues. From a financial perspective, we 
focus on three areas: (a) capital expenditure guidance and actual spend in 
the last quarter; (b) financing costs; and, (c) balance sheet strength. In terms 
of strategic issues, we consider the following to be pertinent: (a) an 
acquisition outlook; (b) potential for capital efficiency initiatives; and, (c) 
future financing plans. 

■ Conference call details: Fortis does not typically conduct conference calls 
associated with earnings releases. 

■ Valuation: We utilize multiple valuation methodologies to obtain our 
C$32.00 target price, including: a 19.5x P/E multiple of 2008 earnings; a 165 
bps yield spread; and, a DCF based valuation. We reiterate our Neutral 
rating. 

 
 

 Share price performance 
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Daily Jan 18, 2007 - Jan 17, 2008, 1/18/07 = C$27.75

Price Indexed Price Relative

On 01/17/08 the Canada S&P/TSX Composite Index index 
closed at 12795.63 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2006A 0.34 0.34 0.36 0.27 
2007E 0.37 0.27 0.20 0.48 
2008E 0.67 0.24 0.23 0.49  

 Financial and valuation metrics
 

Year 12/06A 12/07E 12/08E
EPS (CS adj., C$) 1.30 1.31 1.64
Prev. EPS (C$) — — —
P/E (x) 21.5 21.3 17.1
P/E rel. (%)  
Revenue (C$ m) 1,471.7 2,587.3 3,179.7
EBITDA (C$ m) 532.7 813.5 1,048.7
OCFPS (C$) 2.18 2.32 3.35
P/OCF (x) 13.7 12.5 8.3
EV/EBITDA (current) 13.7 12.3 9.9
Net debt (12/06A, C$ m) 2,700.0 5,465.8 5,784.1
ROIC (%) 18.0 18.6 20.6
  

Number of shares (m) 154.90 IC (12/07E, C$ m) 9,304.86
BV/share (current, C$) 14.98 EV/IC (x) 1.1
Net debt (current, C$ m) 5,360.1 Dividend annualized (C$) 0.84
Net debt./tot. cap. (current, %) 67.8 Dividend yield (%) 3.0 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (22 Jan 08, C$) 28.00 
Target price (C$) 32.00¹ 
52-week price range 29.38 - 24.80 
Market cap. (C$ m) 4,337.25 
Enterprise value (C$ m) 10,039.77  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 22 Jan 08) 
Fortis Inc. (FTS.TO, C$28.00, NEUTRAL, TP C$32.00, UNDERWEIGHT) 
 
 

 
Disclosure Appendix 

Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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Closing Price Target Price Initiation/Assumption Rating

CAD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
9/18/06 24.5 25.5 NEUTRAL  
3/16/07 27.15 NOT COVERED  
12/4/07 27.04 32 NEUTRAL X 
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) over the 
next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, including 
an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
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Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  47% (58% banking clients) 
Neutral/Hold*  38% (57% banking clients) 
Underperform/Sell*  12% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$32 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
We use a P/E (price/earnings) multiples of 19.5x our 2008 EPS (earnings per share) estimate of C$1.64; we use an EV/EBITDA (enterprise 
value/earnings before interest, taxes, depreciation, and amortization) of 10.8x and a 165 bps yield spread. 
Risks: There are a number of risk to Fortis' achievement of our C$32.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
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from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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subsidiaries or its affiliates (“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated 
otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other 
party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered 
trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the 
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in 
this report are suitable for any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or 
referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments 
or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or 
appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment 
and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of 
the report were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is 
available upon request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 
extent that liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. 
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catalysts, while stock ratings reflect investment recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because 
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securities such as ADR’s, the values of which are influenced by currency volatility, effectively assume this risk. 
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(including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference 
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FORECAST REDUCTION 

Ongoing organic opportunity 
■ Missed the mark: Fortis reported Q4 2007 EPS (FD) of C$0.49 above our 

estimate of C$0.48 and the Street’s estimate of C$0.45 within the C$0.42-
C$0.48 range. We believe the headline number required adjustments for a 
few items, including: a gain on sale of surplus land and one of several tax 
related matters. From our perspective, a clean earnings number is roughly 
C$0.41 which missed the mark against our estimate or that of the Street. 
After a very surprising December dividend increase announcement, as 
expected, the dividend was held in line with that earlier new release (ie. the 
increase from C$0.21 to C$0.25 payable in equal quarterly installments). 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated utility capital expenditures to exceed C$4 billion. More 
than three-quarters of that amount is expected to come from electric utilities 
which are largely centered on the growth of FortisAlberta, FortisBC and the 
Caribbean operations. 

■ Improved capital efficiency: From our perspective, Fortis possesses ample 
opportunities to become much more capital efficient. One strategy involves 
divesting certain non-utility assets and redeploying capital into utility assets 
or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach 
and receiving a management fee. Regardless of approach, we believe there 
are some rather simple ways for Fortis to increase existing returns. 

■ Valuation: We utilize multiple valuation methodologies to obtain our 
C$32.00 target price, including: a 19.9x P/E multiple of 2009 earnings; an 88 
bps yield spread; and, a DCF based valuation. We reiterate our Neutral 
rating. 
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Price Indexed Price Relative

On 02/06/08 the Canada S&P/TSX Composite Index index 
closed at 12867.2 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.65 0.26 0.24 0.48 
2009E 0.67 0.26 0.22 0.46  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.63 1.61
Prev. EPS (C$) — 1.64 1.62
P/E (x) 23.4 18.0 18.2
P/E rel. (%)  
Revenue (C$ m) 2,718.0 3,236.0 3,369.6
EBITDA (C$ m) 814.0 1,050.4 1,097.2
OCFPS (C$) 2.34 3.40 3.51
P/OCF (x) 12.4 8.6 8.3
EV/EBITDA (current) 12.6 10.2 10.2
Net debt (12/07A, C$ m) 5,476.0 5,948.2 6,346.4
ROIC (%) 20.0 21.0 20.8
  

Number of shares (m) 154.90 IC (12/08E, C$ m) 9,908.56
BV/share (current, C$) 14.98 EV/IC (x) 1.1
Net debt (current, C$ m) 5,360.1 Dividend annualized (C$) 0.84
Net debt./tot. cap. (current, %) 67.8 Dividend yield (%) 2.9 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (07 Feb 08, C$) 29.24 
Target price (C$) 32.00¹ 
52-week price range 29.75 - 24.80 
Market cap. (C$ m) 4,529.33 
Enterprise value (C$ m) 10,726.37  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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The adjusted earnings of C$0.41 came in under the Street’s view on our earnings estimate. 
Yet, in long-cycle industries, we do not place undue emphasis on quarterly results. We 
believe the company is well positioned for meaningful organic growth, however, we believe 
Fortis will likely continue its acquisition focus in due course. This research note is divided 
into three parts: (a) results; (b) outlook; and, (c) valuation. Each of these areas will be 
addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q4 2007 Q4 2006 chg y/y
Regulated Gas Utilities - Canadian 52           -              n/a
Regulated Electric Utilities - Canadian 25           27           -7%
Regulated Electric Utilities - Caribbean 9             8             13%
Non-regulated - Fortis Generation 7             7             0%
Non-regulated - Fortis Properties 8             3             167%
Corporate and other (22)          (11)          100%
Net earnings applicable to common shares 79 34 132%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

This segment consists of Terasen Gas which was acquired on 17 May 2007. Those that 
have followed the Terasen assets for an extended time frame would likely generally agree 
with the company’s assessment that “[p]erformance was consistent with that expected to 
be achieved”. Worth noting as an adjustment was the C$7 million after-tax gain for the 
sale of surplus land that was included in the company’s numbers. 

Exhibit 2: Regulated gas utilities – Canadian earnings contribution 
C$ in millions, unless otherwise stated 

Q4 2007 Q4 2006 chg y/y
Terasen Gas 52           -              N/A  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Exhibit 3: Regulated electric utilities – Canadian contribution 
C$ in millions, unless otherwise stated 

Q4 2007 Q4 2006 chg y/y
FortisBC 7             6             17%
FortisAlberta 6             9             -33%
Newfoundland Power 9             9             0%
Other Cdn Electric Utilities 3             3             0%
Earnings 25           27           -7%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC increased by roughly 17% compared to the same period 
last year. See Exhibit 4 for selected highlights. 
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Exhibit 4: Selected FortisBC performance highlights 
Q4 2007 Q4 2006 chg y/y

Energy deliveries (GWh) 839         842         0%
Revenue (C$/MWh) 72.71      68.88      6%
Energy supply costs (C$/MWh) 22.65      23.75      -5%
Operating expenses (C$/MWh) 23.84      20.19      18%
Gross margin (C$/MWh) 26.22      24.94      5%
Earnings (C$millions) 7             6             17%  

Source: Company data and Credit Suisse  

FortisAlberta 

Segmented earnings at FortisAlberta decreased by approximately 33% compared to the 
same period last year. See the table below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights 
Q4 2007 Q4 2006 chg y/y

Energy deliveries (GWh) 4,002      3,901      3%
Revenue (C$/MWh) 16.99      16.92      0%
Operating expenses (C$/MWh) 8.00        7.69        4%
Gross margin (C$/MWh) 9.00        9.23        -3%
Earnings (C$millions) 6             9             -33%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment remained flat this period compared to the same period last year. 
Exhibit 6 below contains selected highlights for Newfoundland Power. 

Exhibit 6: Selected Newfoundland Power performance highlights 
Q4 2007 Q4 2006 chg y/y

Energy deliveries (GWh) 1,384      1,353      2%
Revenue (C$/MWh) 95.38      84.26      13%
Energy supply costs (C$/MWh) 63.58      51.00      25%
Operating expenses (C$/MWh) 10.12      11.09      -9%
Gross margin (C$/MWh) 21.68      22.17      -2%
Earnings (C$millions) 9             9             0%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

Segmented earnings for the quarter stayed flat compared to the same quarter last year. 
The results did include a one-time C$2 million after-tax gain at FortisOntario relating to a 
refund ordered by the regulator. The segment’s earnings also contained a C$0.5 million 
charge to future tax expenses relating to Federal income tax rate reductions. See the table 
below for selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights 
Q4 2007 Q4 2006 chg y/y

Energy deliveries (GWh) 554         544         2%
Revenue (C$/MWh) 119.13    115.81    3%
Energy supply costs (C$/MWh) 77.62      79.04      -2%
Operating expenses (C$/MWh) 14.44      14.71      -2%
Gross margin (C$/MWh) 27.08      22.06      23%
Earnings (C$millions) 3             3             0%  

Source: Company data and Credit Suisse  
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Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment increased by roughly 13% compared to the same quarter last 
year. See the table below for selected highlights. 

Exhibit 8: Selected Caribbean Electric Utilities performance highlights 
Q4 2007 Q4 2006 chg y/y

Energy deliveries (GWh) 272         259         5%
Revenue (C$/MWh) 279.41    123.55    126%
Energy supply costs (C$/MWh) 154.41    65.64      135%
Operating expenses (C$/MWh) 36.76      19.31      90%
Gross margin (C$/MWh) 88.24      38.61      129%
Earnings (C$millions) 9             8             13%  

Note: Revenue for 2006 doesn't include Caribbean Utilities as it was not consolidated at that time. 

Source: Company data and Credit Suisse  

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. See the table below for 
selected highlights. 

Exhibit 9: Selected generation production highlights 
GWh, unless otherwise stated 

Q4 2007 Q4 2006 chg y/y
Belize 52           53           -2%
Ontario 179         186         -4%
Central Newfoundland 40           59           -32%
British Columbia 5             4             25%
Upper New York State 27           38           -29%
Total 303         340         -11%  

Source: Company data and Credit Suisse 

Earnings for the segment were unchanged from the current quarter compared to the same 
quarter last year. 

Exhibit 10: Selected non-regulated – Fortis Generation performance highlights 
Q4 2007 Q4 2006 chg y/y

Energy deliveries (GWh) 303         340         -11%
Revenue (C$/MWh) 62.71      58.82      7%
Energy supply costs (C$/MWh) 9.90        2.94        237%
Operating expenses (C$/MWh) 9.90        11.76      -16%
Gross margin (C$/MWh) 42.90      44.12      -3%
Earnings (C$millions) 7             7             0%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$8 million 
which is nearly a 166% increase over last year’s quarterly earnings. REVPAR increased to 
C$73.84 from C$67.84 for the comparable period last year. Additionally, the occupancy 
rate of the Real Estate Division was 96.8%, up from 94.9% last year. 

Corporate 

Corporate expenses significantly increased to C$22 million from C$11 million in Q4 2006. 
The increase was primarily related to acquisition financing for Terasen. 
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Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) organic growth; (b) capital efficiency; and, (c) acquisition trail. 
Each of these issues is addressed below. 

Organic growth 

Fortis has a large capital program underway. In 2007 the company invested approximately 
C$790 million of which C$768 million was allocated to its regulated utility capital program. 
Fortis is projecting that capital expenditures for the upcoming 2008 year would amount to 
roughly C$890 million, a 12.6% increase from last year. The bulk of this amount will be 
invested in the company’s regulated utility segments. A majority of the total will be spent 
on Western Canadian assets (Terasen Gas, FortisAlberta, and FortisBC). The company is 
forecasting to spend over C$4 billion over the next five years. Due to this large capital 
requirement, we continue to believe that capital market access is critical to Fortis. Yet, we 
do not forecast a specific common equity funding requirement until 2010. 

Capital efficiency 

From our perspective, Fortis possesses ample opportunities to become much more capital 
efficient. One strategy involves divesting certain non-utility assets and redeploying capital 
into utility assets or funding the capital program. Another option would entail divesting 
partial interests in selected utility assets in an asset management model approach and 
receiving a management fee. Regardless of approach, we believe there are some rather 
simple ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. Given the valuation of selected real estate assets, we believe any 
such monetisation of these assets would likely be favourable for the stock. Additionally, 
given the recent acquisitions, Fortis Properties continues to increase in scale and scope, 
which may make it much more attractive for acquisition or monetisation. Yet, for a number 
of reasons, we continue to believe there is a rather low probability of either of those events 
occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used for future acquisitions.  

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation is pursuing acquisitions for profitable 
growth, focusing on opportunities to acquire regulated natural gas and electric utilities in 
Canada, the United States and the Caribbean. Fortis will also pursue growth in its non-
regulated businesses in support of its regulated utility growth strategy.” Given the success 
of Fortis in past transactions, as measured in terms of financials, share price and 
operationally, we believe the company's current valuation and skill set may lead to some 

Opportunities for improved 
capital efficiency 
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potentially value creating acquisition activity (see Exhibit 11 below for select Fortis M&A 
transactions). 

Exhibit 11: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 

15.9 per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,110.64CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ With the recent Terasen acquisition, Fortis has growing expertise with both electric and 
gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; 

■ Bought deal financing commonly employed in Canada; and, 

■ Canadian dollar strength versus US players. 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. Yet, the company does not have visibly sustainable 
growth over the longer-term. From our perspective, the next big catalysts for the stock will 
likely revolve around capital efficiency initiatives or a large scale acquisition. Our 2008 
earnings estimate decreased slightly from C$1.64 to C$1.63. We are also formally 
introducing our 2009 earnings estimate to be C$1.61. We retain our C$32.00 target price 
which is obtained utilizing multiple valuation methodologies, including: a 19.9x P/E multiple 
of 2009 earnings; an 88 bps yield spread; and, a DCF based valuation. We reiterate our 
Neutral rating. 

 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Maintain Neutral rating and 
C$32.00 target price 
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   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

FTS.TO Closing Price Target Price Initiation/ 
Date Price (CAD) Price (CAD) Rating Assumption 
2/9/05 18.653 19.25  
8/5/05 20.85 21  
9/28/05 23.688 23.75  
11/14/05 23.4 27  
9/18/06 24.5 25.5 NEUTRAL  
3/16/07 27.15 NOT COVERED  
12/4/07 27.04 32 NEUTRAL X 
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Fortis Inc. (FTS.TO) 
PRE RESULTS COMMENT 

Quarterly earnings preview 
■ Earnings preview: Fortis is scheduled to report Q1 2008 earnings on or 

about the 1st of May. We are forecasting Q1 2008 earnings per share of 
C$0.62 which is slightly higher than the Street’s C$0.56 consensus estimate 
and at the top end of the C$0.43-C$0.62 range. In considering some of the 
weather related impacts from the company’s natural gas distribution utility, 
the earnings dispersion among the quarters can often be considerable. 
Moreover, the long-cycle nature of most of our coverage universe, we do not 
place undue emphasis on quarterly results. Yet, we do believe certain issues 
will be pertinent in the quarter.  

■ Selected issues: With the company’s results, we focus our analytical efforts 
on both the financial and strategic issues. From a financial perspective, we 
focus on three areas: (a) capital expenditure guidance and actual spend in 
the last quarter; (b) financing costs; and, (c) balance sheet strength. In terms 
of strategic issues, we consider the following to be pertinent: (a) an 
acquisition outlook; (b) potential for capital efficiency initiatives; and,  
(c) future financing plans. 

■ Conference call details: Fortis does not typically conduct conference calls 
associated with earnings releases. 

■ Valuation: We utilize multiple valuation methodologies to obtain our 
C$32.00 target price, including: a 19.9x P/E multiple of 2009 earnings; an 88 
bps yield spread; and, a DCF based valuation. We reiterate our Neutral 
rating.

 
 

 Share price performance 
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Daily Apr 25, 2007 - Apr 23, 2008, 4/25/07 = C$28.4

Price Indexed Price Relative

On 04/23/08 the Canada S&P/TSX Composite Index index 
closed at 14069.8 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.62 0.29 0.24 0.48 
2009E 0.64 0.29 0.22 0.46  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.63 1.61
Prev. EPS (C$) — — —
P/E (x) 21.8 16.8 17.0
P/E rel. (%) 140.5 120.7 128.0
Revenue (C$ m) 2,718.0 3,236.0 3,369.6
EBITDA (C$ m) 814.0 1,050.4 1,097.2
OCFPS (C$) 2.34 3.40 3.51
P/OCF (x) 12.4 8.0 7.8
EV/EBITDA (current) 12.2 9.9 9.9
Net debt (12/07A, C$ m) 5,476 5,948 6,346
ROIC (%) 20.0 21.0 20.8
  

Number of shares (m) 154.90 IC (12/08E, C$ m) 9,908.56
BV/share (current, C$) 15.0 EV/IC (x) 1.1
Net debt (current, C$ m) 5,360.1 Dividend (current, C$) 0.84
Net debt/tot. cap. (current, %) 67.8 Dividend yield (%) 3.1 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (24 Apr 08, C$) 27.28 
Target price (C$) 32.00¹ 
52-week price range 29.75 - 24.80 
Market cap. (C$ m) 4,225.72 
Enterprise value (C$ m) 10,422.76  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 24 Apr 08) 
Fortis Inc. (FTS.TO, C$27.28, NEUTRAL, TP C$32.00) 
 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 
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 O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  46% (57% banking clients) 
Neutral/Hold*  40% (56% banking clients) 
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Underperform/Sell*  12% (48% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$32 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
We use a P/E (price/earnings) multiples of 19.9x our 2009 EPS (earnings per share) estimate of C$1.61; we use an EV/EBITDA (enterprise 
value/earnings before interest, taxes, depreciation, and amortization) of 10.8x and a 88 bps yield spread. 
Risks: There are a number of risk to Fortis' achievement of our C$32.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its 
subsidiaries or its affiliates (“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated 
otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other 
party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered 
trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the 
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in 
this report are suitable for any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or 
referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments 
or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or 
appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment 
and you are advised to contact an independent tax adviser. Please note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of 
the report were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is 
available upon request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 
extent that liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. 
CS may have issued, and may in the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and 
catalysts, while stock ratings reflect investment recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because 
trading calls and stock ratings reflect different assumptions and analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have 
issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports 
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specialized trading, risk arbitrage, market making, and other proprietary trading. 
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performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without 
notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial 
instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in 
securities such as ADR’s, the values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of 
understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors 
(including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference 
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advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses 
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consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to 
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FORECAST REDUCTION 

Shifting among the quarters 
■ Slight miss: Fortis reported Q1 2008 EPS (FD) of C$0.55 which was below 

our estimate of C$0.62 and slightly below the Street’s C$0.56 estimate and 
well within the C$0.43-C$0.62 range. We believe the earnings difference is 
attributable to three things: (a) as reported, a quarterly shift in Newfoundland 
Power’s purchased power expense; (b) slightly higher than anticipated 
corporate costs; and, (c) selected other minor non-material variances. We do 
not place undue emphasis on quarterly results in much of our universe as a 
result of the inherently long-cycle nature of many assets. In our view, Fortis 
delivered a relatively solid financial and operation performance which is 
somewhat typical. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated utility capital expenditures to exceed C$4 billion. More 
than three-quarters of that amount is expected to come from electric utilities 
which are largely centered on the growth of FortisAlberta, FortisBC and the 
Caribbean operations. 

■ Improved capital efficiency: From our perspective, Fortis possesses ample 
opportunities to become much more capital efficient. One strategy involves 
divesting certain non-utility assets and redeploying capital into utility assets 
or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach 
and receiving a management fee. Regardless of approach, we believe there 
are some rather simple ways for Fortis to increase existing returns. 

■ Valuation: We utilize multiple valuation methodologies to obtain our 
C$32.00 target price, including: a 19.9x P/E multiple of 2009 earnings; an 88 
bps yield spread; and, a DCF based valuation. We reiterate our Neutral 
rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.24 0.47 
2009E 0.64 0.29 0.22 0.46  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.54 1.61
Prev. EPS (C$) — 1.63 —
P/E (x) 22.4 18.1 17.3
P/E rel. (%) 144.0 123.7 131.1
Revenue (C$ m) 2,718.0 3,284.0 3,369.6
EBITDA (C$ m) 814.0 1,041.5 1,097.2
OCFPS (C$) 2.34 3.44 3.50
P/OCF (x) 12.4 8.1 8.0
EV/EBITDA (current) 12.3 10.0 9.9
Net debt (12/07A, C$ m) 5,476 5,866 6,262
ROIC (%) 20.0 21.8 20.9
  

Number of shares (m) 154.90 IC (12/08E, C$ m) 9,855.76
BV/share (current, C$) 15.0 EV/IC (x) 1.1
Net debt (current, C$ m) 5,360.1 Dividend (current, C$) 0.84
Net debt/tot. cap. (current, %) 67.8 Dividend yield (%) 3.0 

  Source: Company data, Credit Suisse estimates. 
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Fortis reported Q1 2008 EPS (FD) of C$0.55 which was below our estimate of C$0.62 and 
slightly below the Street’s C$0.56 estimate and well within the C$0.43-C$0.62 range. We 
believe the earnings difference is attributable to three things: (a) as reported, a quarterly 
shift in Newfoundland Power’s purchased power expense; (b) slightly higher than 
anticipated corporate costs; and, (c) selected other minor non-material variances. We do 
not place undue emphasis on quarterly results in much of our universe as a result of the 
inherently long-cycle nature of many assets. In our view, Fortis delivered a relatively solid 
financial and operation performance which is somewhat typical. This research note is 
divided into three parts: (a) results; (b) outlook; and, (c) valuation. Each of these areas will 
be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q1 2008 Q1 2007 chg y/y
Regulated Gas Utilities - Canadian 58           -              N/A
Regulated Electric Utilities - Canadian 33           39           -15%
Regulated Electric Utilities - Caribbean 7             4             75%
Non-regulated - Fortis Generation 6             7             -14%
Non-regulated - Fortis Properties 3             2             50%
Corporate and other (16)          (10)          60%
Net earnings applicable to common shares 91 42 117%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

This segment consists of Terasen Gas which was acquired on 17 May 2007. Those that 
have followed the Terasen assets for an extended time frame would likely generally agree 
with the company’s assessment that “[p]erformance was consistent with that expected to 
be achieved”. 

Exhibit 2: Regulated gas utilities – Canadian earnings contribution 
C$ in millions, unless otherwise stated 

Q1 2008 Q1 2007 chg y/y
Terasen Gas 58           -              N/A  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Exhibit 3: Regulated electric utilities – Canadian contribution 
C$ in millions, unless otherwise stated 

Q1 2008 Q1 2007 chg y/y
FortisBC 12           12           0%
FortisAlberta 11           12           -8%
Newfoundland Power 6             11           -45%
Other Cdn Electric Utilities 4             4             0%
Earnings 33           39           -15%  

Source: Company data and Credit Suisse 



 01 May 2008 

Fortis Inc. (FTS.TO) 3 

FortisBC 

Segmented earnings at FortisBC was relatively flat compared to the same period last year. 
See Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisBC performance highlights 
Q1 2008 Q1 2007 chg y/y

Energy deliveries (GWh) 875         879         0%
Revenue (C$/MWh) 75.43      72.81      4%
Energy supply costs (C$/MWh) 24.00      22.75      5%
Operating expenses (C$/MWh) 18.29      18.20      0%
Gross margin (C$/MWh) 33.14      31.85      4%
Earnings (C$millions) 12           12           0%  

Source: Company data and Credit Suisse  

FortisAlberta 

Segmented earnings at FortisAlberta decreased by approximately 8% compared to the 
same period last year. See the table below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights 
Q1 2008 Q1 2007 chg y/y

Energy deliveries (GWh) 4,138      3,945      5%
Revenue (C$/MWh) 17.64      16.22      9%
Operating expenses (C$/MWh) 7.97        7.35        8%
Gross margin (C$/MWh) 9.67        8.87        9%
Earnings (C$millions) 11           12           -8%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment decreased by roughly 45% this period compared to the same 
period last year. Worth noting the drop in earnings was attributed to a shift in the quarterly 
distribution of annual purchased power expense which reduced earnings by approximately 
C$6m. Exhibit 6 below contains selected highlights for Newfoundland Power. 

Exhibit 6: Selected Newfoundland Power performance highlights 
Q1 2008 Q1 2007 chg y/y

Energy deliveries (GWh) 1,716      1,663      3%
Revenue (C$/MWh) 95.57      92.60      3%
Energy supply costs (C$/MWh) 71.10      63.74      12%
Operating expenses (C$/MWh) 8.16        8.42        -3%
Gross margin (C$/MWh) 16.32      20.44      -20%
Earnings (C$millions) 6             11           -45%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

Segmented earnings for the quarter stayed flat compared to the same quarter last year. 
See the table below for selected highlights. 
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Exhibit 7: Selected Other Canadian Electric Utilities performance highlights 
Q1 2008 Q1 2007 chg y/y

Energy deliveries (GWh) 599         602         0%
Revenue (C$/MWh) 116.86    116.28    1%
Energy supply costs (C$/MWh) 81.80      79.73      3%
Operating expenses (C$/MWh) 11.69      11.63      1%
Gross margin (C$/MWh) 23.37      24.92      -6%
Earnings (C$millions) 4             4             0%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment increased by roughly 75% compared to the same quarter last 
year. One notable item in this segment was a C$12m unfavourable impact relating to 
foreign exchange associated with the strengthening of the Canadian dollar versus the US 
dollar. Q1 2007 figure was reduced by C$2m associated with a charge on the disposal of 
steam-turbine assets. See the table below for selected highlights. 

Exhibit 8: Selected Caribbean Electric Utilities performance highlights 
Q1 2008 Q1 2007 chg y/y

Energy deliveries (GWh) 258         241         7%
Revenue (C$/MWh) 290.70    319.50    -9%
Energy supply costs (C$/MWh) 155.04    182.57    -15%
Operating expenses (C$/MWh) 42.64      70.54      -40%
Gross margin (C$/MWh) 93.02      66.39      40%
Earnings (C$millions) 7             4             75%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. Earnings for the segment 
decreased by 14% from the current quarter compared to the same quarter last year. See 
the table below for selected highlights. 

Exhibit 9: Selected non-regulated – Fortis Generation performance highlights 
Q1 2008 Q1 2007 chg y/y

Energy deliveries (GWh) 288         291         -1%
Revenue (C$/MWh) 65.97      72.16      -9%
Energy supply costs (C$/MWh) 6.94        6.87        1%
Operating expenses (C$/MWh) 13.89      13.75      1%
Gross margin (C$/MWh) 45.14      51.55      -12%
Earnings (C$millions) 6             7             -14%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$3 million 
which is nearly a 50% increase over last year’s quarterly earnings. REVPAR increased to 
C$67.82 from C$65.46 for the comparable period last year. Additionally, the occupancy 
rate of the Real Estate Division was 96.6%, up from 94.9% last year. 

Corporate 

Corporate expenses significantly increased to C$16 million from C$10 million in Q1 2007. 
The increase was primarily related to acquisition financing for Terasen. 
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Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) organic growth; (b) capital efficiency; and, (c) acquisition trail. 
Each of these issues is addressed below. 

Organic growth 

In the most recent quarter the company’s capital expenditure totaled C$165 million of 
which C$158 million was for its regulated utilities. Fortis is projecting that capital 
expenditures for 2008 would amount to roughly C$900 million, a roughly 14% increase 
from last year. The bulk of this amount will be invested in the company’s regulated utility 
segments. A majority of the total will be spent on Western Canadian assets (Terasen Gas, 
FortisAlberta, and FortisBC). The company is forecasting to spend over C$4 billion over 
the next five years. Due to this large capital requirement, we continue to believe that 
capital market access is critical to Fortis. Yet, we do not forecast a specific common equity 
funding requirement until 2010. 

Capital efficiency 

From our perspective, Fortis possesses ample opportunities to become much more capital 
efficient. One strategy involves divesting certain non-utility assets and redeploying capital 
into utility assets or funding the capital program. Another option would entail divesting 
partial interests in selected utility assets in an asset management model approach and 
receiving a management fee. Regardless of approach, we believe there are some rather 
simple ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. Given the valuation of selected real estate assets, we believe any 
such monetisation of these assets would likely be favourable for the stock. Additionally, 
given the recent acquisitions, Fortis Properties continues to increase in scale and scope, 
which may make it much more attractive for acquisition or monetisation. Yet, for a number 
of reasons, we continue to believe there is a rather low probability of either of those events 
occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used for future acquisitions.  

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation is pursuing acquisitions for profitable 
growth, focusing on opportunities to acquire regulated natural gas and electric utilities in 
Canada, the United States and the Caribbean. Fortis will also pursue growth in its non-
regulated businesses in support of its regulated utility growth strategy.” Given the success 
of Fortis in past transactions, as measured in terms of financials, share price and 
operationally, we believe the company's current valuation and skill set may lead to some 

Opportunities for improved 
capital efficiency 



 01 May 2008 

Fortis Inc. (FTS.TO) 6 

potentially value creating acquisition activity (see Exhibit 10 below for select Fortis M&A 
transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 

15.9 per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,110.64CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ With the recent Terasen acquisition, Fortis has growing expertise with both electric and 
gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; 

■ Bought deal financing commonly employed in Canada; and, 

■ Canadian dollar strength versus US players. 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. Yet, the company does not have visibly sustainable 
growth over the longer-term. From our perspective, the next big catalysts for the stock will 
likely revolve around capital efficiency initiatives or a large scale acquisition. Our 2008 
earnings estimate decreased from C$1.63 to C$1.54. We retain our C$32.00 target price 
which is obtained utilizing multiple valuation methodologies, including: a 19.9x P/E multiple 
of 2009 earnings; an 88 bps yield spread; and, a DCF based valuation. We reiterate our 
Neutral rating. 

 

Companies Mentioned  (Price as of 01 May 08) 
Fortis Inc. (FTS.TO, C$27.96, NEUTRAL, TP C$32.00) 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Maintain Neutral rating and 
C$32.00 target price 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

Caribbean conundrum 
■ Negative regulatory decision: Belize Electricity Limited (BEL), which is 

70.1% owned by Fortis Inc., received a negative regulatory decision from the 
Belizean Public Utilities Commission (PUC) in relation to the Annual Rate 
Review Proceeding. That adverse decision retroactively disallowed BZ$36m 
(roughly C$18m) of previously incurred power costs and reduced “Belize 
Electricity’s rate of return on assets to 10 per cent from 12 per cent.” In the 
near term, we are obviously concerned about the cash flows, earnings and 
returns at BEL, as they will modestly impact Fortis on a consolidated basis. 

■ Regulatory evolution will be critical: Given the balance of capital costs, 
consumer rates, selected commodity prices and utility returns, we believe 
certain regulatory trends are likely to continue favouring ratepayers over 
utility companies in the near term. Obviously, the progression of the current 
decision, whether on appeal or in future rate applications, will be critical to 
fully assess the value of BEL. 

■ Improved capital efficiency: From our perspective, Fortis possesses ample 
opportunities to become much more capital efficient. One strategy involves 
divesting certain non-utility assets and redeploying capital into utility assets 
or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach 
and receiving a management fee. Regardless of approach, we believe there 
are some rather simple ways for Fortis to increase existing returns. 

■ Valuation: We utilize multiple valuation methodologies to obtain our 
C$32.00 target price, including: a 19.9x P/E multiple of 2009 earnings; an 88 
bps yield spread; and, a DCF based valuation. We reiterate our Neutral 
rating. 

 
 

 Share price performance 
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On 06/27/08 the Canada S&P/TSX Composite Index index 
closed at 14355.21 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.24 0.47 
2009E 0.64 0.29 0.22 0.46  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.54 1.61
Prev. EPS (C$) — — —
P/E (x) 21.9 17.7 16.9
P/E rel. (%) 140.7 127.9 128.1
Revenue (C$ m) 2,718.0 3,284.0 3,369.6
EBITDA (C$ m) 814.0 1,041.5 1,097.2
OCFPS (C$) 2.34 3.44 3.50
P/OCF (x) 12.4 7.9 7.8
EV/EBITDA (current) 12.2 9.9 9.8
Net debt (12/07A, C$ m) 5,476 5,866 6,262
ROIC (%) 20.0 21.8 20.9
  

Number of shares (m) 154.90 IC (12/08E, C$ m) 9,855.76
BV/share (current, C$) 15.0 EV/IC (x) 1.0
Net debt (current, C$ m) 5,360.1 Dividend (current, C$) 0.84
Net debt/tot. cap. (current, %) 67.8 Dividend yield (%) 3.1
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (27 Jun 08, C$) 27.31 
Target price (C$) 32.00¹ 
52-week price range 29.75 - 24.80 
Market cap. (C$ m) 4,230.37 
Enterprise value (C$ m) 10,348.39  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
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Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  45% (57% banking clients) 
Neutral/Hold*  41% (56% banking clients) 
Underperform/Sell*  12% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$32 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
We use a P/E (price/earnings) multiples of 19.9x our 2009 EPS (earnings per share) estimate of C$1.61; we use an EV/EBITDA (enterprise 
value/earnings before interest, taxes, depreciation, and amortization) of 10.8x and a 88 bps yield spread. 
Risks: There are a number of risk to Fortis' achievement of our C$32.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
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The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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RESULTS 

Capital creep 
■ In-line quarter: On a headline basis, Fortis reported Q2 2008 headline EPS 

(FD) of C$0.18 which required several adjustments. Comparable EPS of 
C$0.28 is the result of adjusting for a C$2m one-time charge at FortisOntario 
and C$13m of disallowed fuel and purchased power costs in Belize. The 
adjusted EPS matched our C$0.28 and the identical Street estimate within a 
C$0.25-C$0.30 range. We do not place undue emphasis on quarterly results 
in much of our universe as a result of the inherently long-cycle nature of 
many assets. In our view, Fortis delivered a relatively solid financial and 
operation performance which is somewhat typical. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated utility capital expenditures to exceed C$4.5 billion from 
the previous quarter’s C$4.0 billion. More than three-quarters of that amount 
is expected to come from electric utilities which are largely centered on the 
growth of FortisAlberta, FortisBC and the Caribbean operations. 

■ Improved capital efficiency: From our perspective, Fortis possesses ample 
opportunities to become much more capital efficient. One strategy involves 
divesting certain non-utility assets and redeploying capital into utility assets 
or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach 
and receiving a management fee. Regardless of approach, we believe there 
are some rather simple ways for Fortis to increase existing returns. 

■ Valuation: We utilize multiple valuation methodologies to obtain our 
C$32.00 target price, including: a 19.9x P/E multiple of 2009 earnings; an 88 
bps yield spread; and, a DCF based valuation. We reiterate our Neutral 
rating. 

 
 

 Share price performance 

24
26
28
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32
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Daily Aug 08, 2007 - Aug 06, 2008, 8/08/07 = C$25.59

Price Indexed Price Relative

On 08/06/08 the Canada S&P/TSX Composite Index index 
closed at 13453.51 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.24 0.47 
2009E 0.64 0.29 0.22 0.46  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.54 1.61
Prev. EPS (C$) — — —
P/E (x) 21.4 17.4 16.6
P/E rel. (%) 131.4 134.5 149.5
Revenue (C$ m) 2,718.0 3,486.0 3,369.6
EBITDA (C$ m) 814.0 1,035.4 1,097.2
OCFPS (C$) 2.34 4.17 3.50
P/OCF (x) 12.4 6.4 7.7
EV/EBITDA (current) 12.2 9.8 9.6
Net debt (12/07A, C$ m) 5,476 5,502 5,898
ROIC (%) 20.0 24.2 21.2
  

Number of shares (m) 157.07 IC (12/08E, C$ m) 9,718.41
BV/share (current, C$) 15.5 EV/IC (x) 1.0
Net debt (current, C$ m) 5,262.0 Dividend (current, C$) 1.00
Net debt/tot. cap. (current, %) 66.4 Dividend yield (%) 3.7 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (08 Aug 08, C$) 26.76 
Target price (C$) 32.00¹ 
52-week price range 29.75 - 24.43 
Market cap. (C$ m) 4,203.22 
Enterprise value (C$ m) 10,175.59  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
 

Research Analysts 

Andrew M. Kuske 
416 352 4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 

 



 08 August 2008 

Fortis Inc. (FTS.TO) 2 

By our calculations, Fortis reported comparable EPS of C$0.28 after adjusting for a C$2m 
one-time charge at FortisOntario and C$13m of disallowed power costs in Belize. In our 
view, Fortis delivered a relatively solid financial and operation performance which is 
somewhat typical. This research note is divided into three parts: (a) results; (b) outlook; 
and, (c) valuation. Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q2 2008 Q2 2007 chg y/y
Regulated Gas Utilities - Canadian 12           1             1100%
Regulated Electric Utilities - Canadian 26           33           -21%
Regulated Electric Utilities - Caribbean (5)            8             -163%
Non-regulated - Fortis Generation 7             5             40%
Non-regulated - Fortis Properties 7             6             17%
Corporate and other (18)          (12)          -50%
Net earnings applicable to common shares 29 41 -29%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

This segment consists of Terasen Gas which was acquired on 17 May 2007. Those that 
have followed the Terasen assets for an extended time frame would likely generally agree 
with the company’s assessment that “[p]erformance was consistent with that expected to 
be achieved”. The company stated that “[o]n a full quarter-over-quarter basis, earnings of 
the Terasen Gas companies were comparable.” 

Exhibit 2: Regulated gas utilities – Canadian earnings contribution 
C$ in millions, unless otherwise stated 

Q2 2008 Q2 2007 chg y/y
Terasen Gas 12           1             1100%  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Exhibit 3: Regulated electric utilities – Canadian contribution 
C$ in millions, unless otherwise stated 

Q2 2008 Q2 2007 chg y/y
FortisBC 7             6             17%
FortisAlberta 7             15           -53%
Newfoundland Power 10           8             25%
Other Cdn Electric Utilities 2             4             -50%
Earnings 26           33           -21%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC increased by 17% compared to the same period last 
year. See Exhibit 4 for selected highlights. 
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Exhibit 4: Selected FortisBC performance highlights 
Q2 2008 Q2 2007 chg y/y

Energy deliveries (GWh) 673         670         0%
Revenue (C$/MWh) 78.75      77.61      1%
Energy supply costs (C$/MWh) 17.83      19.40      -8%
Operating expenses (C$/MWh) 25.26      25.37      0%
Gross margin (C$/MWh) 35.66      32.84      9%
Earnings (C$millions) 7             6             17%  

Source: Company data and Credit Suisse  

FortisAlberta 

Largely the result of timing issues with regulator approved charges, segmented earnings 
at FortisAlberta decreased by approximately 53% compared to the same period last year. 
See the table below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights 
Q2 2008 Q2 2007 chg y/y

Energy deliveries (GWh) 3,768      3,650      3%
Revenue (C$/MWh) 19.90      18.63      7%
Operating expenses (C$/MWh) 8.49        8.22        3%
Gross margin (C$/MWh) 11.41      10.41      10%
Earnings (C$millions) 7             15           -53%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment increased by roughly 25% this period compared to the same 
period last year. Worth noting the increase in earnings was attributed to a shift in the 
quarterly distribution of annual purchased power expense which increased earnings by 
approximately C$2.5m. Exhibit 6 below contains selected highlights for Newfoundland 
Power. 

Exhibit 6: Selected Newfoundland Power performance highlights 
Q2 2008 Q2 2007 chg y/y

Energy deliveries (GWh) 1,183      1,172      1%
Revenue (C$/MWh) 101.44    98.12      3%
Energy supply costs (C$/MWh) 59.17      63.14      -6%
Operating expenses (C$/MWh) 10.99      11.09      -1%
Gross margin (C$/MWh) 31.28      23.89      31%
Earnings (C$millions) 10           8             25%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

Segmented earnings for the quarter decreased by 50% compared to the same quarter last 
year mainly the result of a C$2m after-tax repayment by FortisOntario related to a refund 
the company received in December 2007. See the table below for selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights 
Q2 2008 Q2 2007 chg y/y

Energy deliveries (GWh) 508         516         -2%
Revenue (C$/MWh) 120.08    125.97    -5%
Energy supply costs (C$/MWh) 78.74      83.33      -6%
Operating expenses (C$/MWh) 13.78      13.57      2%
Gross margin (C$/MWh) 27.56      29.07      -5%
Earnings (C$millions) 2             4             -50%  

Source: Company data and Credit Suisse  

Timing issues at a number 
of utilities 
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Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment decreased by roughly 163% compared to the same quarter last 
year. One notable item in this segment was a C$13m unfavourable impact relating to the 
company’s 70% share of disallowed previously incurred fuel and purchased power costs at 
Belize Electricity (see our 30 June 2008 note “Caribbean conundrum” for details). The 
company stated regarding Belize Electricity: 

“As a result of the PUC’s Final Decision on Belize Electricity’s 2008/2009 rate 
application, Belize Electricity does not meet certain debt covenant financial ratios 
resulting in approximately $16 million (BZ$30 million) of indebtedness being in 
default as at June 30, 2008. In accordance with certain of these debt covenants, 
Belize Electricity is also prohibited from incurring new indebtedness or declaring 
dividends. The Company has informed the lenders of the situation and has 
requested appropriate waivers. As at June 30, 2008, $10 million of the above debt 
was reclassified from long-term to current on the balance sheet.” 

See the table below for selected highlights. 

Exhibit 8: Selected Caribbean Electric Utilities performance highlights 
Q2 2008 Q2 2007 chg y/y

Energy deliveries (GWh) 276         258         7%
Revenue (C$/MWh) 282.61    286.82    -1%
Energy supply costs (C$/MWh) 231.88    158.91    46%
Operating expenses (C$/MWh) 43.48      42.64      2%
Gross margin (C$/MWh) 7.25        85.27      -92%
Earnings (C$millions) (5)            8             -163%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. Earnings for the segment 
increased by 40% from the current quarter compared to the same quarter last year. The 
improvement can partly be attributed to New York State power prices. See the table below 
for selected highlights. 

Exhibit 9: Selected non-regulated – Fortis Generation performance highlights 
Q2 2008 Q2 2007 chg y/y

Energy deliveries (GWh) 312         274         14%
Revenue (C$/MWh) 70.51      65.69      7%
Energy supply costs (C$/MWh) 6.41        7.30        -12%
Operating expenses (C$/MWh) 12.82      14.60      -12%
Gross margin (C$/MWh) 51.28      43.80      17%
Earnings (C$millions) 7             5             40%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$7 million 
which is nearly a 16.6% increase over last year’s quarterly earnings. REVPAR increased 
to C$87.54 from C$82.11 for the comparable period last year. Additionally, the occupancy 
rate of the Real Estate Division was 96.7%, up from 96.0% last year. 

Corporate 

Corporate expenses significantly increased to C$18 million from C$12 million in Q2 2007. 
The increase was primarily related to acquisition financing for Terasen. 

Belize situation requires 
ongoing monitoring 

Strong NY power prices 
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Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) organic growth; (b) capital efficiency; and, (c) acquisition trail. 
Each of these issues is addressed below. 

Organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$389 
million for the first half of 2008, of which C$371 million was for its regulated utilities. Fortis 
now projects that capital expenditures for 2008 will exceed C$900 million, a roughly 14% 
increase from last year. The bulk of this amount will be invested in the company’s 
regulated utility segments. A majority of the total will be spent on Western Canadian 
assets (Terasen Gas, FortisAlberta, and FortisBC). Additionally, Fortis forecasts a capital 
plan of more than C$4.5 billion over the next five years which amounts to roughly a C$500 
million increase from Q1 2008’s figures. Roughly C$300m of the incremental amount is the 
result of new projects and the remainder arises from overall project inflation. Given the 
regulated rates of return with utility capital expenditures, the increases should be viewed 
as longer-term positives provided an appropriate financial balance is struck. Due to the 
large capital investment opportunity, we continue to believe that capital market access is 
critical to Fortis. Yet, we do not forecast a specific common equity funding requirement 
until 2010. 

Capital efficiency 

From our perspective, Fortis possesses ample opportunities to become much more capital 
efficient. One strategy involves divesting certain non-utility assets and redeploying capital 
into utility assets or funding the capital program. Another option would entail divesting 
partial interests in selected utility assets in an asset management model approach and 
receiving a management fee. Regardless of approach, we believe there are some rather 
simple ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. Given the valuation of selected real estate assets, we believe any 
such monetisation of these assets would likely be favourable for the stock. Additionally, 
given the recent acquisitions, Fortis Properties continues to increase in scale and scope, 
which may make it much more attractive for acquisition or monetisation. Yet, for a number 
of reasons, we continue to believe there is a rather low probability of either of those events 
occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used for future acquisitions.  

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation is pursuing acquisitions for profitable 
growth, focusing on opportunities to acquire regulated natural gas and electric utilities in 

Creeping capital figures 

Opportunities for improved 
capital efficiency 
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Canada, the United States and the Caribbean. Fortis will also pursue growth in its non-
regulated businesses in support of its regulated utility growth strategy.” Given the success 
of Fortis in past transactions, as measured in terms of financials, share price and 
operationally, we believe the company's current valuation and skill set may lead to some 
potentially value creating acquisition activity (see Exhibit 10 below for select Fortis M&A 
transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 

15.9 per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,110.64CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ With the recent Terasen acquisition, Fortis has growing expertise with both electric and 
gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; 

■ Bought deal financing commonly employed in Canada; and, 

■ The historically strong Canadian dollar versus US players. 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition. We retain our C$32.00 target price which is obtained utilizing multiple 
valuation methodologies, including: a 19.9x P/E multiple of 2009 earnings; an 88 bps yield 
spread; and, a DCF based valuation. We reiterate our Neutral rating. 

 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Maintain Neutral rating and 
C$32.00 target price 
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this report. 
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such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong 
Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch, 
Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse Taipei Branch, PT Credit Suisse Securities Indonesia, and 
elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse Taipei Branch has been prepared by a registered 
Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should 
direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse, or its affiliates, that financial institution is solely responsible for distribution. Clients of that institution 
should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice by Credit 
Suisse to the clients of the distributing financial institution, and neither Credit Suisse, its affiliates, and their respective officers, directors and employees accept any liability whatsoever 
for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2008 CREDIT SUISSE and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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Fortis Inc. (FTS.TO) 
DECREASE TARGET PRICE 

Unlikely acquisition activity 
■ Considering the conditions: Under the existing capital market conditions, 

we believe clear limitations exist for the acquisition strategy often used by 
Fortis. Such limitations along with the company’s existing leverage levels 
and possible access to capital markets may affect stock performance. In the 
near-term, we believe Fortis faces a few positives, including: S&P/TSX 60 
index inclusion; ongoing organic utility growth; and, continued interest in 
selected dividend paying stocks. Given our cautionary stance, we are 
reducing our target price to C$28.00 from the previous C$32.00. 

■ Acquisitions delayed, but organic growth continues: As capital markets 
become more predictable and less volatile, we believe Fortis may resume an 
acquisition-based strategy. Yet, until that time, Fortis continues to possess a 
rather robust outlook for its utility capital program exceeding C$4.5 billion 
over the next five years. More than three-quarters of that amount is expected 
to come from electric utilities which are largely centered on the growth of 
FortisAlberta, FortisBC and the Caribbean operations. 

■ Improved capital efficiency: From our perspective, Fortis possesses ample 
opportunities to become much more capital efficient. One strategy involves 
divesting certain non-utility assets and redeploying capital into utility assets 
or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach 
and receiving a management fee. Regardless of approach, we believe there 
are some rather simple ways for Fortis to increase existing returns. 

■ Valuation: In light of the current environment, we have reduced our Fortis 
target from C$32.00 to C$28.00. We utilize multiple valuation methodologies 
to obtain our target price, including: roughly a 17.5x P/E multiple of 2009 
earnings; a 1.75x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 

 

On 10/22/08 the Canada S&P/TSX Composite Index index 
closed at 9236.88 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.24 0.47 
2009E 0.64 0.29 0.22 0.46  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.54 1.61
Prev. EPS (C$) — — —
P/E (x) 20.6 16.7 16.0
P/E rel. (%) 126.4 129.3 143.8
Revenue (C$ m) 2,718.0 3,486.0 3,369.6
EBITDA (C$ m) 814.0 1,035.4 1,097.2
OCFPS (C$) 2.34 4.17 3.50
P/OCF (x) 12.4 6.2 7.4
EV/EBITDA (current) 12.0 9.7 9.5
Net debt (C$ m) 5,476 5,502 5,898
ROIC (%) 20.0 24.2 21.2
  

Number of shares (m) 157.07 IC (12/08E, C$ m) 9,718.41
BV/share (current, C$) 15.5 EV/IC (x) 1.0
Net debt (current, C$ m) 5,262.0 Dividend (current, C$) 1.00
Net debt/tot. cap. (current, %) 66.4 Dividend yield (%) 3.9 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (23 Oct 08, C$) 25.74 
Target price (C$) (from 32.00) 28.00¹ 
52-week price range 29.75 - 21.05 
Market cap. (C$ m) 4,043.01 
Enterprise value (C$ m) 10,015.38  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 23 Oct 08) 
Fortis Inc. (FTS.TO, C$25.74, NEUTRAL, TP C$28.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 
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Price 
  

Initiation/ 
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 O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  41% (59% banking clients) 
Neutral/Hold*  44% (56% banking clients) 
Underperform/Sell*  13% (50% banking clients) 
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Restricted  2% 
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$28 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
We use a P/E (price/earnings) multiples of 17.5x our 2009 EPS (earnings per share) estimate of C$1.61; we use an EV/EBITDA (enterprise 
value/earnings before interest, taxes, depreciation, and amortization) of 9.8x and a 43 bps yield spread. 
Risks: There are a number of risk to Fortis' achievement of our C$28.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
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Ongoing organic growth 
■ A slight beat: On a headline basis, Fortis reported Q3 2008 headline EPS 

(FD) of C$0.31 which required several adjustments. Comparable EPS of 
C$0.26 is the result of adjusting for C$5.5m and C$2m tax reductions at 
Terasen Gas and Terasen Inc respectively. The adjusted EPS was higher 
than our C$0.24 and that of the Street’s at C$0.21. The figure also exceeded 
the C$0.18-C$0.24 range. We do not place undue emphasis on quarterly 
results in much of our universe as a result of the inherently long-cycle nature 
of many assets. In our view, Fortis delivered a relatively solid financial and 
operation performance which is somewhat typical. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated utility capital expenditures to exceed C$4.5 billion from 
the previous quarter’s C$4.0 billion. More than three-quarters of that amount 
is expected to come from electric utilities which are largely centered on the 
growth of FortisAlberta, FortisBC and the Caribbean operations. 

■ Wary of M&A in current market conditions: Historically, Fortis has been 
very adept at acquisitions. The company’s ability to successfully acquire and 
integrate selected assets has clearly aided corporate growth. Under the 
existing capital market conditions, we believe clear limitations exist for the 
typical Fortis strategy. Under normal market conditions, our concerns about 
the company’s balance sheet and minimal maturity profile would be minimal. 
Yet, we do not view the current capital market conditions for the foreseeable 
future as being overly conducive to obtaining capital on reasonable terms.  

■ Valuation: Our C$28.00 target and Neutral rating are obtained via multiple 
valuation methodologies to obtain our target price, including: roughly a 17.5x 
P/E multiple of 2009 earnings; a 1.75x book value multiple; and, a DCF 
based valuation. We reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.26 0.46 
2009E 0.64 0.29 0.22 0.46  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.56 1.61
Prev. EPS (C$) — 1.54 —
P/E (x) 21.1 16.8 16.3
P/E rel. (%) 129.2 130.2 147.0
Revenue (C$ m) 2,718.0 3,655.2 3,369.6
EBITDA (C$ m) 814.0 1,043.5 1,097.2
OCFPS (C$) 2.34 3.55 3.50
P/OCF (x) 12.4 7.4 7.5
EV/EBITDA (current) 12.1 9.8 9.7
Net debt (C$ m) 5,476 5,629 6,025
ROIC (%) 20.0 25.6 20.8
  

Number of shares (m) 157.07 IC (12/08E, C$ m) 9,885.50
BV/share (current, C$) 15.5 EV/IC (x) 1.0
Net debt (current, C$ m) 5,262.0 Dividend (current, C$) 1.00
Net debt/tot. cap. (current, %) 66.4 Dividend yield (%) 3.8 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (31 Oct 08, C$) 26.30 
Target price (C$) 28.00¹ 
52-week price range 29.75 - 21.05 
Market cap. (C$ m) 4,130.97 
Enterprise value (C$ m) 10,240.69  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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On a headline basis, Fortis reported Q3 2008 headline EPS (FD) of C$0.31 which required 
several adjustments. Comparable EPS of C$0.26 is the result of adjusting for C$5.5m and 
C$2m tax reductions at Terasen Gas and Terasen Inc respectively. The adjusted EPS was 
higher than our C$0.24 and that of the Street’s at C$0.21. As usual, a substantial amount 
of organic utility growth continues across various Fortis assets. Once again, in a 
somewhat typical fashion, we believe Fortis delivered a relatively solid financial and 
operational performance. This research note is divided into three parts: (a) results; (b) 
outlook; and, (c) valuation. Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q3 2008 Q3 2007 chg y/y
Regulated Gas Utilities - Canadian 1 (4) 125%
Regulated Electric Utilities - Canadian 38 28 36%
Regulated Electric Utilities - Caribbean 7 10 -30%
Non-regulated - Fortis Generation 9 5 80%
Non-regulated - Fortis Properties 9 8 13%
Corporate and other (15) (16) 6%
Net earnings applicable to common shares 49 31 58%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

This segment consists of Terasen Gas which was acquired on 17 May 2007. Those that 
have followed the Terasen assets for an extended time frame would likely generally agree 
with the company’s assessment that “[d]ue to seasonality of the business, virtually all of 
the annual earnings of the Terasen Gas companies are generated in the first and fourth 
quarters”. Upon the adjustment for a C$5.5 million tax reduction, the earnings for this 
segment were roughly 13% weaker than last year. 

Exhibit 2: Regulated gas utilities – Canadian earnings contribution 
C$ in millions, unless otherwise stated 

Q3 2008 Q3 2007 chg y/y
Terasen Gas (4.5)         (4.0)         -13%  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Exhibit 3: Regulated electric utilities – Canadian contribution 
C$ in millions, unless otherwise stated 

Q3 2008 Q3 2007 chg y/y
FortisBC 8             6             33%
FortisAlberta 17           15           13%
Newfoundland Power 8             2             300%
Other Cdn Electric Utilities 5             5             0%
Earnings 38           28           36%  

Source: Company data and Credit Suisse 

A slight beat 
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FortisBC 

Segmented earnings at FortisBC increased by 33% compared to the same period last 
year. See Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisBC performance highlights 
Q3 2008 Q3 2007 chg y/y

Energy deliveries (GWh) 697         703         -1%
Revenue (C$/MWh) 74.61      73.97      1%
Energy supply costs (C$/MWh) 17.22      21.34      -19%
Operating expenses (C$/MWh) 22.96      22.76      1%
Gross margin (C$/MWh) 34.43      29.87      15%
Earnings (C$millions) 8             6             33%  

Source: Company data and Credit Suisse  

FortisAlberta 

Largely the result of increased future income tax recoveries associated with the Alberta 
Electric System Operator (AESO) charges deferral account, segmented earnings at 
FortisAlberta increased by approximately 13% compared to the same period last year. See 
the table below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights 
Q3 2008 Q3 2007 chg y/y

Energy deliveries (GWh) 3,748      3,781      -1%
Revenue (C$/MWh) 19.74      18.51      7%
Operating expenses (C$/MWh) 8.27        8.20        1%
Gross margin (C$/MWh) 11.47      10.31      11%
Earnings (C$millions) 17           15           13%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment increased by roughly 300% this period compared to the same 
period last year. Worth noting the increase in earnings was attributed to a shift in the 
quarterly distribution of annual purchased power expense which increased earnings by 
approximately C$5.5m. Exhibit 6 below contains selected highlights for Newfoundland 
Power. 

Exhibit 6: Selected Newfoundland Power performance highlights 
Q3 2008 Q3 2007 chg y/y

Energy deliveries (GWh) 897         874         3%
Revenue (C$/MWh) 104.79    102.97    2%
Energy supply costs (C$/MWh) 56.86      67.51      -16%
Operating expenses (C$/MWh) 12.26      13.73      -11%
Gross margin (C$/MWh) 35.67      21.74      64%
Earnings (C$millions) 8             2             300%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

Segmented earnings for the quarter was flat compared to the same quarter last year. See 
the table below for selected highlights. 
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Exhibit 7: Selected Other Canadian Electric Utilities performance highlights 

 Q3 2008 Q3 2007 chg y/y
Energy deliveries (GWh) 532         537         -1%
Revenue (C$/MWh) 124.06    117.32    6%
Energy supply costs (C$/MWh) 82.71      76.35      8%
Operating expenses (C$/MWh) 13.16      13.04      1%
Gross margin (C$/MWh) 28.20      27.93      1%
Earnings (C$millions) 5             5             0%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment decreased by roughly 30% compared to the same quarter last 
year. The C$3 million decrease in earnings for this segment was mainly due to a reduction 
in the “value-added” component of the average electricity rate at Belize; a 3.25% reduction 
in rates and elimination of the CRS at Caribbean Utilities; higher amortization and 
operating costs; and the losses due to the impact of Hurricane Ike.  

The company stated that “[o]n July 25, 2008, Belize Electricity filed application with the 
Supreme Court of Belize for leave to apply for judicial review of 2008 amended bylaws, 
upon which the Final Decision was premised, and appeal of the Final Decision. Leave was 
granted on October 3, 2008. It is expected that the judicial review will be heard in late 
2008.”  

See the table below for selected highlights. 

Exhibit 8: Selected Caribbean Electric Utilities performance highlights 

 Q3 2008 Q3 2007 chg y/y
Energy deliveries (GWh) 304         283         7%
Revenue (C$/MWh) 315.79    282.69    12%
Energy supply costs (C$/MWh) 197.37    148.41    33%
Operating expenses (C$/MWh) 39.47      38.87      2%
Gross margin (C$/MWh) 78.95      95.41      -17%
Earnings (C$millions) 7             10           -30%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. Earnings for the segment 
increased by 80% from the current quarter compared to the same quarter last year. The 
improvement can partly be attributed to New York State power prices and increased 
production. See the table below for selected highlights. 

Exhibit 9: Selected non-regulated – Fortis Generation performance highlights 
Q3 2008 Q3 2007 chg y/y

Energy deliveries (GWh) 305         254         20%
Revenue (C$/MWh) 68.85      66.93      3%
Energy supply costs (C$/MWh) 6.56        7.87        -17%
Operating expenses (C$/MWh) 9.84        11.81      -17%
Gross margin (C$/MWh) 52.46      47.24      11%
Earnings (C$millions) 9             5             80%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$9 million 
which is nearly a 12.5% increase over last year’s quarterly earnings. REVPAR slightly 

Belize situation requires 
ongoing monitoring 

Strong NY power prices 
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decreased to C$93.64 from C$95.11 for the comparable period last year. Additionally, the 
occupancy rate of the Real Estate Division was 96.6%, slightly down from 96.9% last year. 

Corporate 

Corporate expenses significantly decreased to C$15 million from C$16 million in Q2 2007. 
The increase was primarily related to a C$2 million tax reduction associated with the 
settlement of historical corporate tax at Terasen. However, the adjusted figured would 
show an increased in corporate expenses by roughly C$1 million. 

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) a consideration of credit markets; 
and, (c) acquisition trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$623 
million for the nine months in 2008, of which C$595 million was for its regulated utilities. 
Fortis now projects that capital expenditures for 2008 will exceed C$900 million, a roughly 
14% increase from last year. The bulk of this amount will be invested in the company’s 
regulated utility segments. A majority of the total will be spent on Western Canadian 
assets (Terasen Gas, FortisAlberta, and FortisBC). In addition, Fortis continues to forecast 
a capital plan of more than C$4.5 billion over the next five years. Given the regulated rates 
of return with utility capital expenditures, the increases should be viewed as longer-term 
positives provided an appropriate financial balance is struck. Due to the large capital 
investment opportunity, we continue to believe that capital market access is critical to 
Fortis. Yet, we do not forecast a specific common equity funding requirement until 2010. 

With the significant current capital market dislocations, we believe that Fortis may become 
more motivated to explore possible capital efficiency initiatives. In our view, the company 
possesses ample opportunities to become much more capital efficient. One strategy 
involves divesting certain non-utility assets and redeploying capital into utility assets or 
funding the capital program. Another option would entail divesting partial interests in 
selected utility assets in an asset management model approach and receiving a 
management fee. Regardless of approach, we believe there are some rather simple ways 
for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. Given the valuation of selected real estate assets, we believe any 
such monetisation of these assets would likely be favourable for the stock. Additionally, 
given the recent acquisitions, Fortis Properties continues to increase in scale and scope, 
which may make it much more attractive for acquisition or monetisation. Yet, for a number 
of reasons, we continue to believe there is a rather low probability of either of those events 
occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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A consideration of credit markets 

For the infrastructure sector, we have several of concerns about credit market conditions 
for the foreseeable future. Some of those concerns include: 

■ The ability to access to credit markets on reasonable terms; 

■ Placing debt at the appropriate duration for utility assets; 

■ Regulatory acceptance of potentially meaningfully higher interest costs; 

■ The credit raters potentially changing the thresholds for credit metrics; 

■ Concentration of credit risk with certain financial institutions; and, 

■ Will the regulatory direction align appropriately with the capital market’s expectations. 

With respect to capital structure, Fortis has clearly stated objectives: 

“To help ensure access to capital, the Corporation targets a 
consolidated long-term capital structure containing approximately 
40 per cent equity, including preference shares, and 60 per cent 
debt, as well as investment-grade ratings.” 

In addition, the company usually raises debt at the subsidiary level “to ensure regulatory 
transparency, tax efficiency and financial flexibility.” Under normal market conditions, our 
concerns about the company’s balance sheet and minimal maturity profile would be 
minimal. Yet, we do not view the current capital market conditions for the foreseeable 
future as being overly conducive to obtaining capital on reasonable terms. Therefore, we 
have a degree of concern about potential required de-leveraging by Fortis to maintain a 
reasonably competitive credit rating. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation is pursuing acquisitions for profitable 
growth, focusing on opportunities to acquire regulated natural gas and electric utilities in 
Canada, the United States and the Caribbean. Fortis will also pursue growth in its non-
regulated businesses in support of its regulated utility growth strategy.” Given the success 
of Fortis in past transactions, as measured in terms of financials, share price and 
operationally, we believe the company's current valuation and skill set may lead to some 
potentially value creating acquisition activity (see Exhibit 10 below for select Fortis M&A 
transactions). 

Many issues related to the 
direction of credit markets 
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Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 

15.9 per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,139.74CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ With the recent Terasen acquisition, Fortis has growing expertise with both electric and 
gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; 

■ Bought deal financing commonly employed in Canada; and, 

■ The historically strong Canadian dollar versus US players. 

Historically, Fortis has been very adept at acquisitions. The company’s ability to 
successfully acquire and integrate selected assets has clearly aided corporate growth. 
Under the existing capital market conditions, we believe clear limitations exist for the 
typical Fortis strategy. Under normal market conditions, our concerns about the company’s 
balance sheet and minimal maturity profile would be minimal. Yet, we do not view the 
current capital market conditions for the foreseeable future as being overly conducive to 
obtaining capital on reasonable terms. 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition. Our 2008 earnings estimate increased from C$1.54 to C$1.56. We retain 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Maintain Neutral rating and 
C$28.00 target price 
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our C$28.00 target price which is obtained utilizing multiple valuation methodologies, 
including: a 17.5x P/E multiple of 2009 earnings; a 1.75x book value multiple; and, a DCF 
based valuation. We reiterate our Neutral rating. 
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securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  41% (60% banking clients) 
Neutral/Hold*  44% (56% banking clients) 
Underperform/Sell*  13% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$28 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
We use a P/E (price/earnings) multiples of 17.5x our 2009 EPS (earnings per share) estimate of C$1.61; we use an EV/EBITDA (enterprise 
value/earnings before interest, taxes, depreciation, and amortization) of 9.8x and a 43 bps yield spread. 
Risks: There are a number of risk to Fortis' achievement of our C$28.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
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The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Fortis Inc. (FTS.TO) 
DECREASE TARGET PRICE 

Shoring up the balance sheet 
■ Equity issue: After market close, Fortis announced a bought deal financing 

of 11.7m common shares at a C$25.65 purchase price which represented a 
5% discount to the C$27.00 closing price. Gross proceeds will be roughly 
C$300.1m or, assuming full exercise of an over allotment option, C$345.1m. 
Closing for the deal is expected on or about December 19th, 2008. Proceeds 
will be used to repay debt and for general corporate purposes. In our view, 
the deal timing is earlier than we expected and for a slightly larger amount. 

■ Earnings dilution, but improved balance sheet: Largely the result of the 
size of the issue and timing differences against our previous expectations, 
we have made a number of adjustments to our financial model. We view the 
equity issue as mildly dilutive and our earnings estimates for 2009 and 2010 
decline from C$1.61 and C$1.69 to C$1.57 and C$1.64, respectively. We 
believe modest balance sheet improvement should be viewed positively in 
the current capital markets. Yet, as with other recent equity issuers, we do 
not expect positive near-term post-issue performance for the Fortis stock. 

■ Ongoing growth: Fortis has a very robust utility capital program. Over the 
next five-years, Fortis expects consolidated utility capital expenditures to 
exceed C$4.5bn. That capital program will likely be balanced with selected 
strategic acquisitions. In our view, this equity issue is not dissimilar than the 
C$150m issued in January, 2007. Less than 2 months after that equity issue, 
the company announced the Terasen acquisition. We don’t believe anything 
is imminent, however, some relative valuations are attractive at this time. 

■ Valuation: Given the dilution outlined above, we are modestly reducing our 
target from C$28.00 to C$27.50. That target is based upon multiple valuation 
methodologies, including: roughly a 17.5x P/E multiple on 2009 earnings; a 
1.6x book value multiple; and, a DCF based valuation. We reiterate our 
Neutral rating. 

 
 

 Share price performance 

20

30

40

50

Dec-07 Apr-08 Aug-08

Daily Dec 03, 2007 - Dec 01, 2008, 12/03/07 = C$27.04

Price Indexed Price Relative

On 12/01/08 the Canada S&P/TSX Composite Index index 
closed at 8406.21 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.26 0.46 
2009E 0.61 0.29 0.22 0.45  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.56 1.57
Prev. EPS (C$) — — 1.61
P/E (x) 21.6 17.3 17.1
P/E rel. (%) 181.3 177.1 201.7
Revenue (C$ m) 2,718.0 3,655.2 3,369.6
EBITDA (C$ m) 814.0 1,043.5 1,097.2
OCFPS (C$) 2.34 3.54 3.32
P/OCF (x) 12.4 7.6 8.1
EV/EBITDA (current) 12.2 9.6 9.5
Net debt (C$ m) 5,476 5,285 5,679
ROIC (%) 20.04 25.61 20.80
  

Number of shares (m) 157.30 IC (12/08E, C$ m) 9,885.50
BV/share (current, C$) 15.6 EV/IC (x) 1.0
Net debt (current, C$ m) 5,529.0 Dividend (current, C$) 1.00
Net debt/tot. cap. (current, %) 67.3 Dividend yield (%) 3.7 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (02 Dec 08, C$) 27.00 
Target price (C$) (from 28.00) 27.50¹ 
52-week price range 29.75 - 21.05 
Market cap. (C$ m) 4,247.18 
Enterprise value (C$ m) 10,012.22  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 02 Dec 08) 
Fortis Inc. (FTS.TO, C$27.00, NEUTRAL, TP C$27.50) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (59% banking clients) 
Neutral/Hold*  44% (57% banking clients) 
Underperform/Sell*  14% (51% banking clients) 
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Restricted  2% 
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiples of 17.5x our 2009 EPS (earnings per share) estimate of C$1.57 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) of 10.3x. 
Risks: There are a number of risk to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong 
Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch, 
Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse Taipei Branch, PT Credit Suisse Securities Indonesia, and 
elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse Taipei Branch has been prepared by a registered 
Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should 
direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse, or its affiliates, that financial institution is solely responsible for distribution. Clients of that institution 
should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice by Credit 
Suisse to the clients of the distributing financial institution, and neither Credit Suisse, its affiliates, and their respective officers, directors and employees accept any liability whatsoever 
for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2008 CREDIT SUISSE and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

Potential power plant purchase 
■ Acquisition opportunity: AbitibiBowater Inc. announced that the company 

will take several actions “aimed at creating a more flexible and responsive 
operating platform”. One such action was the permanent closure by the end 
of Q1 2009 of the Grand Falls, Newfoundland and Labrador newsprint mill. 
That facility receives some power from the Exploits River Hydro Partnership 
in which Fortis Generation holds a 51% interest and Abitibi the remainder. 
The partnership owns and operates two hydro electric generating plants in 
central Newfoundland. These plants produce roughly 590 GWh annually, of 
which 450 GWh is utilized by AbitibiBowater and the remainder is sold to 
Newfoundland Hydro under a 30-year take-or-pay PPA, expiring in 2033. 

■ Powering up: Given the partnership structure, Fortis seems well positioned 
to purchase the remaining portion of the Exploits River Hydro Partnership 
that it does not own from Abitibi. In our view, the incremental power could be 
easily sold to Newfoundland Hydro under a new longer-term PPA. Subject to 
terms, this potential transaction could be incrementally positive for Fortis.  

■ Ongoing growth: Fortis has a very robust utility capital program. Over the 
next five years, Fortis expects consolidated utility capital expenditures to 
exceed C$4.5bn. That capital program will likely be balanced with selected 
strategic acquisitions. We don’t believe anything material is imminent, 
however, some relative valuations are attractive at this time. 

■ Valuation: Our rating and C$27.50 target price is based upon multiple 
valuation methodologies, including: roughly a 17.5x P/E multiple on 2009 
earnings; a 1.6x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.26 0.46 
2009E 0.61 0.29 0.22 0.45  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.56 1.57
Prev. EPS (C$) — — —
P/E (x) 20.4 16.3 16.2
P/E rel. (%) 171.0 167.1 190.4
Revenue (C$ m) 2,718.0 3,655.2 3,369.6
EBITDA (C$ m) 814.0 1,043.5 1,097.2
OCFPS (C$) 2.34 3.54 3.32
P/OCF (x) 12.4 7.2 7.7
EV/EBITDA (current) 11.9 9.4 9.3
Net debt (C$ m) 5,476 5,285 5,679
ROIC (%) 20.04 25.61 20.80
  

Number of shares (m) 157.30 IC (12/08E, C$ m) 9,885.50
BV/share (current, C$) 15.6 EV/IC (x) 0.99
Net debt (current, C$ m) 5,529.0 Dividend (current, C$) 1.00
Net debt/tot. cap. (current, %) 67.3 Dividend yield (%) 3.9
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (03 Dec 08, C$) 25.48 
Target price (C$) 27.50¹ 
52-week price range 29.75 - 21.05 
Market cap. (C$ m) 4,008.08 
Enterprise value (C$ m) 9,773.12  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 03 Dec 08) 
AbitibiBowater (ABH, $.49, NEUTRAL [V], TP $2.00) 
Fortis Inc. (FTS.TO, C$25.48, NEUTRAL, TP C$27.50) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
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Price 
  

Initiation/ 
Date (CAD) (CAD) Rating Assumption 
9/18/06 24.5 25.5 N  
3/16/07 27.15  NC  
12/4/07 27.04 32 N X 
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 O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (60% banking clients) 
Neutral/Hold*  45% (57% banking clients) 
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Underperform/Sell*  14% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiples of 17.5x our 2009 EPS (earnings per share) estimate of C$1.57 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) of 10.3x. 
Risks: There are a number of risk to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
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For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
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constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
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CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

A discounted DRIP 
■ Dividend increase: Fortis Inc. announced the company will be increasing its 

quarterly dividend by roughly 4% from C$0.25 to C$0.26, payable on March 
1, 2009 for shareholders of record at the close of business on February 6, 
2009. We previously forecasted no dividend growth in 2009 and a modest 
growth to C$0.26/sh per quarter in 2010. Therefore, the earlier than 
anticipated dividend growth may be viewed somewhat positively. Additionally, 
the company amended and restated its Dividend Reinvestment and Share 
Purchase Plan to provide a 2% discount (previously no discount). The 
discount will be effective for dividends payable on March 1, 2009 and will 
continue indefinitely. 

■ Keeping cash: We view the steps taken by the company as incrementally 
(albeit modestly) positive for the stock. Moreover, the company’s dividend 
reinvestment plan should provide additional cash flow to the company for its 
large capital program. We continue to believe that Fortis will require external 
equity in the future to fund its capital program. 

■ Ongoing growth: Fortis has a very robust utility capital program. Over the 
next five-years, Fortis expects consolidated utility capital expenditures to 
exceed C$4.5bn. That capital program will likely be balanced with selected 
strategic acquisitions. A potential acquisition of the remaining share of the 
Exploits River Hydro Partnership is possible (see our 4 December note). Yet, 
we don’t believe anything material is imminent, however, some relative 
valuations are attractive at this time. 

■ Valuation: Our rating and C$27.50 target price is based upon multiple 
valuation methodologies, including: roughly a 17.5x P/E multiple on 2009 
earnings; a 1.6x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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On 12/09/08 the Canada S&P/TSX Composite Index index 
closed at 8397.56 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.26 0.46 
2009E 0.61 0.29 0.22 0.45  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.56 1.57
Prev. EPS (C$) — — —
P/E (x) 20.2 16.2 16.0
P/E rel. (%) 209.5 192.1 188.4
Revenue (C$ m) 2,718.0 3,655.2 3,369.6
EBITDA (C$ m) 814.0 1,043.5 1,097.2
OCFPS (C$) 2.34 3.54 3.32
P/OCF (x) 12.4 7.1 7.6
EV/EBITDA (current) 11.9 9.3 9.2
Net debt (C$ m) 5,476 5,285 5,679
ROIC (%) 20.04 25.61 20.80
  

Number of shares (m) 157.30 IC (12/08E, C$ m) 9,885.50
BV/share (current, C$) 15.6 EV/IC (x) 0.98
Net debt (current, C$ m) 5,529.0 Dividend (current, C$) 1.00
Net debt/tot. cap. (current, %) 67.3 Dividend yield (%) 4.0
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (09 Dec 08, C$) 25.20 
Target price (C$) 27.50¹ 
52-week price range 29.75 - 21.05 
Market cap. (C$ m) 3,964.04 
Enterprise value (C$ m) 9,729.08  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 09 Dec 08) 
Fortis Inc. (FTS.TO, C$25.20, NEUTRAL, TP C$27.50) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (61% banking clients) 
Neutral/Hold*  44% (58% banking clients) 
Underperform/Sell*  15% (49% banking clients) 
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Restricted  2% 
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiples of 17.5x our 2009 EPS (earnings per share) estimate of C$1.57 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) of 10.3x. 
Risks: There are a number of risk to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

Provincial power play? 
■ Power plant in play: After the recent announcement by AbitibiBowater Inc. 

to permanently close by the end of Q1 2009 the Grand Falls, Newfoundland 
and Labrador newsprint mill, the Government of Newfoundland and 
Labrador introduced, what amounts to, an expropriation bill. According to the 
Government press release, the bill will “ensure these valuable natural 
resources are returned to their rightful owners – the people of Newfoundland 
and Labrador.” The Government also stated, “[t]he Provincial Government 
will also be taking control of the power plants of Abitibi… …Nalcor Energy 
will now manage this asset.” In the near-term, we believe that Fortis will be 
able to maintain its 51% interest in this generation plant. 

■ Ownership change?: Given the surprise announcement and position, we 
no longer believe that Fortis will have any opportunity to purchase the 49% 
interest in the Exploits River Hydro Partnership that it does not own. In fact, 
over the longer-term, we believe there is a greater probability that Fortis will 
be able to divest its stake in that asset to Nalcor Energy for fair market value. 

■ Ongoing growth: Fortis has a very robust utility capital program. Over the 
next five-years, Fortis expects consolidated utility capital expenditures to 
exceed C$4.5bn. That capital program will likely be balanced with selected 
strategic acquisitions. We don’t believe anything material is imminent, 
however, some relative valuations are attractive at this time. 

■ Valuation: Our rating and C$27.50 target price is based upon multiple 
valuation methodologies, including: roughly a 17.5x P/E multiple on 2009 
earnings; a 1.6x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2007A 0.37 0.27 0.20 0.41 
2008E 0.55 0.28 0.26 0.46 
2009E 0.61 0.29 0.22 0.45  

 Financial and valuation metrics
 

Year 12/07A 12/08E 12/09E
EPS (CS adj., C$) 1.25 1.56 1.57
Prev. EPS (C$) — — —
P/E (x) 20.1 16.1 15.9
P/E rel. (%) 208.7 191.3 187.6
Revenue (C$ m) 2,718.0 3,655.2 3,369.6
EBITDA (C$ m) 814.0 1,043.5 1,097.2
OCFPS (C$) 2.34 3.54 3.32
P/OCF (x) 12.4 7.1 7.6
EV/EBITDA (current) 11.9 9.3 9.2
Net debt (C$ m) 5,476 5,285 5,679
ROIC (%) 20.04 25.61 20.80
  

Number of shares (m) 157.30 IC (12/08E, C$ m) 9,885.50
BV/share (current, C$) 15.6 EV/IC (x) 0.98
Net debt (current, C$ m) 5,529.0 Dividend (current, C$) 1.00
Net debt/tot. cap. (current, %) 67.3 Dividend yield (%) 4.0
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (16 Dec 08, C$) 25.10 
Target price (C$) 27.50¹ 
52-week price range 29.75 - 21.05 
Market cap. (C$ m) 3,948.31 
Enterprise value (C$ m) 9,713.34  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 15 Dec 08) 
AbitibiBowater (ABH, $.36, NEUTRAL [V], TP $2.00) 
Fortis Inc. (FTS.TO, C$25.10, NEUTRAL, TP C$27.50) 
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this report. 

See the Companies Mentioned section for full company names. 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (61% banking clients) 
Neutral/Hold*  44% (57% banking clients) 



 16 December 2008 

Fortis Inc. (FTS.TO) 3 

Underperform/Sell*  15% (48% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiples of 17.5x our 2009 EPS (earnings per share) estimate of C$1.57 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) of 10.3x. 
Risks: There are a number of risk to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
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Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
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FORECAST REDUCTION 

Continuing capital expenditures 
■ Earnings review: On a headline basis, Fortis reported Q4 2008 headline 

EPS (FD) of C$0.46. Comparable EPS of C$0.45 is the result of adjusting 
for C$1m additional earnings from Caribbean Utilities related to a change in 
its fiscal year-end. The adjusted EPS was largely in line with our C$0.46 
estimate which was identical to the Street’s view. The figure is roughly in the 
middle of the C$0.36-C$0.58 range. We do not place undue emphasis on 
quarterly results in much of our universe as a result of the inherently long-
cycle nature of many assets. In our view, Fortis delivered a relatively solid 
financial and operation performance which is somewhat typical. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated gross capital expenditures to be roughly C$1bn for 
2009 and C$4.5bn over the next five years. Roughly three-quarters of that 
amount is expected to come from electric utilities which are largely centered 
on the growth of FortisAlberta, FortisBC and the Caribbean operations. 

■ Wary of M&A in current market conditions: Historically, Fortis has been 
very adept at acquisitions. The company’s ability to successfully acquire and 
integrate selected assets has clearly aided corporate growth. Under the 
existing capital market conditions, we believe clear limitations exist for the 
typical Fortis strategy. Capital market conditions are demonstrating some 
signs of improved functioning. Yet, we do not believe the market would likely 
positively respond to large scale acquisition financing at this time. 

■ Valuation: Our rating and C$27.50 target price is based upon multiple 
valuation methodologies, including: roughly a 17.0x P/E multiple on 2010 
earnings; a 1.52x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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On 02/04/09 the Canada S&P/TSX Composite Index index 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.61 0.28 0.22 0.45 
2010E 0.63 0.29 0.24 0.47  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.57 1.64
Prev. EPS (C$) — — 1.66
P/E (x) 15.2 15.1 14.4
P/E rel. (%) 180.9 177.6 192.4
Revenue (C$ m) 3,903.0 3,379.9 3,522.4
EBITDA (C$ m) 1,048.0 1,101.6 1,156.5
OCFPS (C$) 3.83 3.33 3.48
P/OCF (x) 6.4 7.1 6.8
EV/EBITDA (current) 9.5 9.4 9.2
Net debt (C$ m) 5,468 5,872 6,092
ROIC (%) 27.72 20.51 20.33
  

Number of shares (m) 169.17 IC (12/09E, C$ m) 10,575.38
BV/share (current, C$) 17.6 EV/IC (x) 0.98
Net debt (current, C$ m) 5,468.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.2 Dividend yield (%) 4.4 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (05 Feb 09, C$) 23.64 
Target price (C$) 27.50¹ 
52-week price range 29.75 - 21.05 
Market cap. (C$ m) 3,999.11 
Enterprise value (C$ m) 10,376.74  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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On a headline basis, Fortis reported Q4 2008 headline EPS (FD) of C$0.46. Comparable 
EPS of C$0.45 reflected the impact of a C$1m adjustment arising from Caribbean Utilities 
earnings related to a change in fiscal year-end. The adjusted EPS was largely in line with 
our C$0.46 estimate which was identical to the Street’s view. The figure is roughly in the 
middle of the C$0.36-C$0.58 range. As usual, a substantial amount of organic utility 
growth continues across various Fortis assets. Once again, in a somewhat typical fashion, 
we believe Fortis delivered a relatively solid financial and operational performance. This 
research note is divided into three parts: (a) results; (b) outlook; and, (c) valuation. Each of 
these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q4 2008 Q4 2007 chg y/y
Regulated Gas Utilities - Canadian 47 52 -10%
Regulated Electric Utilities - Canadian 29 25 16%
Regulated Electric Utilities - Caribbean 8 9 -11%
Non-regulated - Fortis Generation 8 7 14%
Non-regulated - Fortis Properties 4 8 -50%
Corporate and other (20) (22) 9%
Net earnings applicable to common shares 76 79 -4%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

This segment consists of Terasen Gas which was acquired on 17 May 2007. Those that 
have followed the Terasen assets for an extended time frame would likely generally agree 
with the company’s assessment that “[d]ue to seasonality of the business, virtually all of 
the annual earnings of the Terasen Gas companies are generated in the first and fourth 
quarters”. The unadjusted earnings for this segment decreased by roughly 10%. However, 
upon the adjustment in Q4 2007 for a C$7 million after-tax gain on the sale of surplus land, 
the earnings for this segment were roughly 4% stronger than last year. 

Exhibit 2: Regulated gas utilities – Canadian earnings contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q4 2008 Q4 2007 chg y/y
Terasen Gas 47.0        52.0        -10%  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Largely in line 
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Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q4 2008 Q4 2007 chg y/y
FortisBC 7             7             0%
FortisAlberta 11           6             83%
Newfoundland Power 8             9             -11%
Other Cdn Electric Utilities 3             3             0%
Earnings 29           25           16%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC were flat compared to the same period last year. See 
Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q4 2008 Q4 2007 chg y/y

Energy deliveries (GWh) 842         839         0%
Revenue (C$/MWh) 78.38      72.71      8%
Energy supply costs (C$/MWh) 27.32      22.65      21%
Operating expenses (C$/MWh) 21.38      23.84      -10%
Gross margin (C$/MWh) 29.69      26.22      13%
Earnings (C$millions) 7             7             0%  

Source: Company data and Credit Suisse  

FortisAlberta 

Largely the result of higher revenue and increased future income tax recoveries 
associated with the Alberta Electric System Operator (AESO) charges deferral account, 
segmented earnings at FortisAlberta increased by approximately 83% compared to the 
same period last year. See the table below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q4 2008 Q4 2007 chg y/y

Energy deliveries (GWh) 4,068      4,002      2%
Revenue (C$/MWh) 19.17      16.99      13%
Operating expenses (C$/MWh) 8.36        8.00        5%
Gross margin (C$/MWh) 10.82      9.00        20%
Earnings (C$millions) 11           6             83%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment decreased by roughly 11% this period compared to the same 
period last year. Worth noting the increase in earnings was attributed to a shift in the 
quarterly distribution of annual purchased power expense which decreased earnings by 
approximately C$2m. Exhibit 6 below contains selected highlights for Newfoundland 
Power. 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q4 2008 Q4 2007 chg y/y

Energy deliveries (GWh) 1,412      1,384      2%
Revenue (C$/MWh) 98.44      95.38      3%
Energy supply costs (C$/MWh) 66.57      63.58      5%
Operating expenses (C$/MWh) 8.50        10.12      -16%
Gross margin (C$/MWh) 23.37      21.68      8%
Earnings (C$millions) 8             9             -11%  

Source: Company data, Credit Suisse estimates 

Flat energy deliveries in BC

Modest energy delivery 
growth in Alberta 

Slightly increased NP 
energy deliveries 
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Other Canadian Electric Utilities 

Segmented earnings for the quarter were flat compared to the same quarter last year. Yet, 
the Q4 2007 figure includes C$2m impact of the receipt of refunds. See the table below for 
selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q4 2008 Q4 2007 chg y/y

Energy deliveries (GWh) 543         554         -2%
Revenue (C$/MWh) 119.71    119.13    0%
Energy supply costs (C$/MWh) 81.03      77.62      4%
Operating expenses (C$/MWh) 12.89      14.44      -11%
Gross margin (C$/MWh) 25.78      27.08      -5%
Earnings (C$millions) 3             3             0%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment decreased by roughly 11% compared to the same quarter last 
year. The C$8m Q4 2008 earnings figure contains a C$1m positive impact from Caribbean 
Utilities associate with the change in the utility’s fiscal year end.  

The company stated that: 

“In January 2009, the PUC amended the Final Decision on Belize Electricity’s 
2008/2009 rate application (the “Amendment”), effective for the period from 
January 1, 2009 through June 30, 2009. The Amendment provides for an 
increase in the VAD component of the average electricity rate to allow Belize 
Electricity to earn a targeted allowed ROA of 12 per cent but reduces the 
reference cost of power component of the average electricity rate, due to an 
overall decline in the cost of power. The Amendment, therefore, allows for an 
overall decrease in the average electricity rate from BZ44.1 cents per kWh to 
BZ38.7 cents per kWh. The Amendment also provides for a lower regulated asset 
value upon which the ROA is calculated, while increasing operating expenses by 
the same amount, and reduces deprecation, taxes and fees and the related 
revenue requirement.” 

“Changes made in electricity legislation by the Government of Belize and the 
PUC, and the June 2008 Final Decision and Amendment, which were based on 
the changed legislation, have been judicially challenged by Belize Electricity in 
several proceedings. The judicial process is ongoing with interim rulings, 
judgments and appeals. The timing or likely outcome of the proceedings is 
indeterminable at this time.”  

See the table below for selected highlights. 

Exhibit 8: Selected Caribbean Electric Utilities performance highlights (unadjusted) 
Q4 2008 Q4 2007 chg y/y

Energy deliveries (GWh) 361         272         33%
Revenue (C$/MWh) 440.44    279.41    58%
Energy supply costs (C$/MWh) 301.94    154.41    96%
Operating expenses (C$/MWh) 55.40      36.76      51%
Gross margin (C$/MWh) 83.10      88.24      -6%
Earnings (C$millions) 8             9             -11%  

Source: Company data and Credit Suisse  

Notably, as a result of the regulator’s Final Decision on Belize Electricity’s 2008/2009 rate 
application, that company  

Other Canadian utilities 
showing declining energy 
deliveries 

Belize situation requires 
ongoing monitoring 

Robust energy delivery 
growth in the Caribbean 
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“does not meet certain debt covenant financial ratios related to loans with the 
International Bank for Reconstruction and Development and the Caribbean 
Development Bank… …The Company has informed the lenders of the defaults 
and has requested appropriate waivers. Belize Electricity is also in default of 
certain debt covenants which have resulted in Belize Electricity being prohibited 
from incurring new indebtedness or declaring dividends. 

In November 2008, First Caribbean Bank withdrew its credit facility with Belize 
Electricity, requiring the Company to repay approximately BZ$4 million outstanding 
under the facility. Scotiabank has also put Belize Electricity on notice that it may 
not renew its BZ$5.1 million credit facility with the Company if conditions do not 
show signs of improvement. As at December 31, 2008, the Scotiabank credit 
facility was undrawn. A continuation of lower energy supply costs should provide 
Belize Electricity with some liquidity relief in the near term.” 

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. Earnings for the segment 
increased by 14% from the current quarter compared to the same quarter last year. The 
improvement can partly be attributed increased production and lower finance charges 
drive by the refinancing in November 2007. See the table below for selected highlights. 

Exhibit 9: Selected non-regulated – Fortis Generation performance highlights 

(unadjusted) 
Q4 2008 Q4 2007 chg y/y

Energy deliveries (GWh) 312         303         3%
Revenue (C$/MWh) 64.10      62.71      2%
Energy supply costs (C$/MWh) 3.21        6.60        -51%
Operating expenses (C$/MWh) 9.62        9.90        -3%
Gross margin (C$/MWh) 51.28      46.20      11%
Earnings (C$millions) 8             7             14%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$4 million 
which is nearly a 50% decrease over last year’s quarterly earnings. REVPAR slightly 
decreased to C$72.86 from C$73.84 for the comparable period last year. Additionally, the 
occupancy rate of the Real Estate Division was flat at 96.8% versus last year. 

Corporate 

Corporate expenses decreased to C$20 million from C$22 million in Q4 2007. The 
decrease was primarily related to lower finance charges, resulting from lower net credit 
facility borrowings and a higher corporate tax recovery.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) a consideration of credit markets; 
and, (c) acquisition trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$904 
million for the twelve months in 2008, of which C$862 million was for its regulated utilities. 
Fortis now projects that capital expenditures for 2009 will exceed C$1 billion, a roughly 
15% increase from 2008. The bulk of this amount will be invested in the company’s 
regulated utility segments. A majority of the total will be spent on Western Canadian 
assets (Terasen Gas, FortisAlberta, and FortisBC). In addition, Fortis continues to forecast 

Ongoing organic growth 



 05 February 2009 

Fortis Inc. (FTS.TO) 6 

a capital plan of more than C$4.5 billion over the next five years. Given the regulated rates 
of return with utility capital expenditures, the increases should be viewed as longer-term 
positives provided an appropriate financial balance is struck. Due to the large capital 
investment opportunity, we continue to believe that capital market access is critical to 
Fortis. Given the company’s recent common equity issue, we do not forecast a specific 
common equity funding requirement until 2010 (See note titled “Shoring up the balance 
sheet” published on 2 December 2008 for details on the equity issuance.) 

With the significant current capital market dislocations, we believe that Fortis may become 
more motivated to explore possible capital efficiency initiatives. In our view, the company 
possesses ample opportunities to become much more capital efficient. One strategy 
involves divesting certain non-utility assets and redeploying capital into utility assets or 
funding the capital program. Another option would entail divesting partial interests in 
selected utility assets in an asset management model approach and receiving a 
management fee. Regardless of approach, we believe there are some rather simple ways 
for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. Given the valuation of selected real estate assets, we believe any 
such monetisation of these assets would likely be favourable for the stock. Additionally, 
given the recent acquisitions, Fortis Properties continues to increase in scale and scope, 
which may make it much more attractive for acquisition or monetisation. Yet, for a number 
of reasons, we continue to believe there is a rather low probability of either of those events 
occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

A consideration of credit markets 

For the infrastructure sector, we have several of concerns about credit market conditions 
for the foreseeable future. Some of those concerns include: 

■ The ability to access to credit markets on reasonable terms; 

■ Placing debt at the appropriate duration for utility assets; 

■ Regulatory acceptance of potentially meaningfully higher interest costs; 

■ The credit raters potentially changing the thresholds for credit metrics; 

■ Concentration of credit risk with certain financial institutions; and, 

■ Will the regulatory direction align appropriately with the capital market’s expectations. 

With respect to capital structure, Fortis has clearly stated objectives: 

“To help ensure access to capital, the Corporation targets a consolidated long-
term capital structure containing approximately 40 per cent equity, including 
preference shares, and 60 per cent debt, as well as investment-grade ratings.” 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 

Many issues related to the 
direction of credit markets 
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In addition, the company usually raises debt at the subsidiary level “to ensure regulatory 
transparency, tax efficiency and financial flexibility.” We are witnessing some signs of 
improvement in the functioning of capital markets. Yet, we have not really witnessed any 
major challenges for the higher quality, long-dated infrastructure and regulated utilities in 
accessing the capital markets. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on opportunities to acquire regulated natural gas and electric 
utilities in Canada, the United States and the Caribbean. Fortis will also pursue growth in 
its non-regulated businesses in support of its regulated utility growth strategy.” Given the 
success of Fortis in past transactions, as measured in terms of financials, share price and 
operationally, we believe the company's current valuation and skill set may lead to some 
potentially value creating acquisition activity (see Exhibit 10 below for select Fortis M&A 
transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 

15.9 per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,139.74CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 
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■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. The company’s ability to 
successfully acquire and integrate selected assets has clearly aided corporate growth. 
Under the existing capital market conditions, we believe clear limitations exist for the 
typical Fortis strategy. Capital market conditions are demonstrating some signs of 
improved functioning. Yet, we do not believe the market would likely positively respond to 
large scale acquisition financing at this time. 

We also continue to believe that Fortis may be able to acquire hydro electric generation 
assets from resources companies that are willing to divest non-core assets. Please see 
our notes titled “Provincial power play?” and “Potential power plant purchase” published on 
16 December 2008 and 4 December 2008 respectively. (See our note titled “Expanding 
spreads?” published on 12 January 2009 that discusses debt issuances by infrastructure 
companies in Canada and the US.) 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition. Our 2009 earnings estimate is C$1.57 and we introduce our 2010 
estimate at C$1.64. We retain our C$27.50 target price which is obtained utilizing multiple 
valuation methodologies, including: a 17.0x P/E multiple of 2010 earnings; a 1.52x book 
value multiple; and, a DCF based valuation. We reiterate our Neutral rating. 

 

Companies Mentioned  (Price as of 05 Feb 09) 
Fortis Inc. (FTS.TO, C$23.64, NEUTRAL, TP C$27.50) 
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Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  38% (58% banking clients) 
Neutral/Hold*  44% (55% banking clients) 
Underperform/Sell*  17% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.0x our 2010 EPS (earnings per share) estimate of C$1.64 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 9.9x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 



 05 February 2009 

Fortis Inc. (FTS.TO) 10 
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market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong 
Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch, 
Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse Taipei Branch, PT Credit Suisse Securities Indonesia, and 
elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse Taipei Branch has been prepared by a registered 
Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should 
direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse, or its affiliates, that financial institution is solely responsible for distribution. Clients of that institution 
should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice by Credit 
Suisse to the clients of the distributing financial institution, and neither Credit Suisse, its affiliates, and their respective officers, directors and employees accept any liability whatsoever 
for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2009 CREDIT SUISSE and/or its affiliates.  All rights reserved. 
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Fortis Inc. (FTS.TO) 
FORECAST REDUCTION 

Earnings adjustment 
■ Selected revisions: After reviewing the current business environment and 

operating conditions, we made several revisions to our Fortis financial model. 
Those revisions included: 

o Our Q1 2009 EPS estimate declining from C$0.61 to C$0.59; 

o A reduced 2009 EPS estimate from C$1.57 to C$1.51; and, 

o Our 2010 estimate declining from C$1.64 to C$1.59. 

■ A variety of reasons: The adjustments were made for a number of reasons, 
including: a reduced outlook for the company’s hotel business; and, selected 
weakness in a variety of power markets. Additional commentary is contained 
in our Q1 earnings preview “The quarter and beyond”. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.59 0.27 0.21 0.44 
2010E 0.62 0.28 0.23 0.46  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.51 1.59
Prev. EPS (C$) — 1.57 1.64
P/E (x) 14.6 15.1 14.3
P/E rel. (%) — 177.4 190.4
Revenue (C$ m) 3,903.0 3,363.3 3,508.6
EBITDA (C$ m) 1,048.0 1,085.1 1,142.8
OCFPS (C$) 3.83 3.27 3.43
P/OCF (x) 6.4 6.9 6.6
EV/EBITDA (current) 9.4 9.4 9.2
Net debt (C$ m) 5,468 5,883 6,112
ROIC (%) 27.72 20.56 20.37
  

Number of shares (m) 169.17 IC (12/09E, C$ m) 10,575.38
BV/share (current, C$) 17.6 EV/IC (x) 0.97
Net debt (current, C$ m) 5,468.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.2 Dividend yield (%) 4.6 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (22 Apr 09, C$) 22.70 
Target price (C$) 27.50¹ 
52-week price range 27.96 - 21.05 
Market cap. (C$ m) 3,840.09 
Enterprise value (C$ m) 10,228.81  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 22 Apr 09) 
Fortis Inc. (FTS.TO, C$22.70, NEUTRAL, TP C$27.50) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 
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Date (CAD) (CAD) Rating Assumption 
9/18/06 24.5 25.5 N  
3/16/07 27.15  NC  
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10/24/08 24.75 28   
12/3/08 25.48 27.5    
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 O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform (O): The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) 
over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform (U)**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the relevant country or regional index (except with respect to Europe, where stock 
ratings are relative to the analyst’s industry coverage universe). 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  36% (57% banking clients) 
Neutral/Hold*  44% (57% banking clients) 
Underperform/Sell*  18% (48% banking clients) 
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Restricted  2% 
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.5x our 2010 EPS (earnings per share) estimate of C$1.59 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.0x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
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Costly Caribbean 
■ A miss: Fortis reported Q1 2009 headline EPS (FD) of C$0.52 and our view 

of a comparable EPS (FD) of C$0.51 arising from a minor adjustments to 
Fortis Turks and Caicos. The adjusted EPS missed both our C$0.59 and the 
Street’s C$0.573 estimates and was below the C$0.53-C$0.59 range. We do 
not place undue emphasis on quarterly results in much of our universe as a 
result of the inherently long-cycle nature of many assets. In our view, Fortis 
delivered a relatively weak financial performance from both of the Properties 
and Caribbean operations. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated gross capital expenditures to be roughly C$1bn for 
2009 and C$4.5bn over the next five years. Roughly three-quarters of that 
amount is expected to come from electric utilities which are largely centered 
on the growth of FortisAlberta, FortisBC and the Caribbean operations. 

■ Wary of M&A in current market conditions: Historically, Fortis has been 
very adept at acquisitions. The company’s ability to successfully acquire and 
integrate selected assets has clearly aided corporate growth. Under the 
existing capital market conditions, we believe clear limitations exist for the 
typical Fortis strategy. Capital market conditions are demonstrating some 
signs of improved functioning. Yet, we do not believe the market would likely 
positively respond to large scale acquisition financing at this time. 

■ Valuation: After some changes to our financial model, we have reduced our 
2009 and 2010 earnings estimates from C$1.51 to C$1.42 and from C$1.59 
to C$1.56, respectively. We retain our C$27.50 target price which is 
obtained utilizing multiple valuation methodologies, including: a 17.5x P/E 
multiple of 2010 earnings; a 1.53x book value multiple; and, a DCF based 
valuation. We reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.26 0.21 0.44 
2010E 0.61 0.27 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.42 1.56
Prev. EPS (C$) — 1.51 1.59
P/E (x) 14.3 15.7 14.2
P/E rel. (%) 169.5 184.2 189.2
Revenue (C$ m) 3,903.0 3,465.8 3,495.8
EBITDA (C$ m) 1,048.0 1,061.6 1,130.0
OCFPS (C$) 3.83 3.47 3.38
P/OCF (x) 6.4 6.4 6.6
EV/EBITDA (current) 9.3 9.5 9.1
Net debt (C$ m) 5,468 5,803 6,038
ROIC (%) 27.72 20.94 19.53
  

Number of shares (m) 169.17 IC (12/09E, C$ m) 11,065.03
BV/share (current, C$) 17.6 EV/IC (x) 0.91
Net debt (current, C$ m) 5,468.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.2 Dividend yield (%) 4.7 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (30 Apr 09, C$) 22.15 
Target price (C$) 27.50¹ 
52-week price range 27.96 - 21.05 
Market cap. (C$ m) 3,747.05 
Enterprise value (C$ m) 10,056.06  
*Stock ratings are relative to the relevant country index. 
¹Target price is for 12 months. 
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Fortis reported Q1 2009 headline EPS (FD) of C$0.52 and our view of a comparable EPS 
(FD) of C$0.51 arising from a minor adjustments to Fortis Turks and Caicos. The adjusted 
EPS missed both our C$0.59 and the Street’s C$0.573 estimates and was below the 
C$0.53-C$0.59 range. As usual, a substantial amount of organic utility growth continues 
across various Fortis assets. This research note is divided into three parts: (a) results; (b) 
outlook; and, (c) valuation. Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q1 2009 Q1 2008 chg y/y
Regulated Gas Utilities - Canadian 58 58 0%
Regulated Electric Utilities - Canadian 37 33 12%
Regulated Electric Utilities - Caribbean 6 7 -14%
Non-regulated - Fortis Generation 6 6 0%
Non-regulated - Fortis Properties 2 3 -33%
Corporate and other (17) (16) -6%
Net earnings applicable to common shares 92 91 1%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

This segment consists of Terasen Gas which was acquired on 17 May 2007. Those that 
have followed the Terasen assets for an extended time frame would likely generally agree 
with the company’s assessment that “[d]ue to seasonality of the business, virtually all of 
the earnings of the Terasen Gas companies are generated in the first and fourth quarters”. 
The earnings for this segment remained flat year-over-year.  

Exhibit 2: Regulated gas utilities – Canadian earnings contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q1 2009 Q1 2008 chg y/y
Terasen Gas 58.0        58.0        0%  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q1 2009 Q1 2008 chg y/y
FortisBC 14           12           17%
FortisAlberta 12           11           9%
Newfoundland Power 6             6             0%
Other Cdn Electric Utilities 5             4             25%
Earnings 37           33           12%  

Source: Company data and Credit Suisse 

Earnings miss 
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FortisBC 

Segmented earnings at FortisBC were up roughly 17% compared to the same period last 
year mainly due to increased in electricity rates and customer growth. See Exhibit 4 for 
selected highlights. 

Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q1 2009 Q1 2008 chg y/y

Energy deliveries (GWh) 903         875         3%
Revenue (C$/MWh) 79.73      75.43      6%
Energy supply costs (C$/MWh) 24.36      24.00      2%
Operating expenses (C$/MWh) 18.83      18.29      3%
Gross margin (C$/MWh) 36.54      33.14      10%
Earnings (C$millions) 14           12           17%  

Source: Company data and Credit Suisse  

FortisAlberta 

Largely the result of increase in customer distribution rates and load and customer growth, 
segmented earnings at FortisAlberta increased by approximately 9% compared to the 
same period last year. See the table below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q1 2009 Q1 2008 chg y/y

Energy deliveries (GWh) 4,152      4,138      0%
Revenue (C$/MWh) 19.03      17.64      8%
Operating expenses (C$/MWh) 8.19        7.97        3%
Gross margin (C$/MWh) 10.84      9.67        12%
Earnings (C$millions) 12           11           9%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment remained flat this period compared to the same period last year. 
Exhibit 6 below contains selected highlights for Newfoundland Power. 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q1 2009 Q1 2008 chg y/y

Energy deliveries (GWh) 1,763      1,716      3%
Revenue (C$/MWh) 95.86      95.57      0%
Energy supply costs (C$/MWh) 72.04      71.10      1%
Operating expenses (C$/MWh) 7.94        8.16        -3%
Gross margin (C$/MWh) 15.88      16.32      -3%
Earnings (C$millions) 6             6             0%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

Segmented earnings for the quarter increased 25% compared to the same quarter last 
year. Earnings were higher primarily due to higher basic electricity rates and electricity 
sales.  See the table below for selected highlights. 

Increased energy deliveries 
in BC 

Flat energy delivery growth 
in Alberta 

Slightly increased NP 
energy deliveries 

Other Canadian utilities 
showing an increase in 
energy deliveries 
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Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q1 2009 Q1 2008 chg y/y

Energy deliveries (GWh) 616         599         3%
Revenue (C$/MWh) 113.64    116.86    -3%
Energy supply costs (C$/MWh) 76.30      81.80      -7%
Operating expenses (C$/MWh) 11.36      11.69      -3%
Gross margin (C$/MWh) 25.97      23.37      11%
Earnings (C$millions) 5             4             25%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment (unadjusted) decreased by roughly 14% compared to the same 
quarter last year. The C$6m Q1 2009 earnings figure contains a C$1m one-time 
favourable appeal judgment at Fortis Turks and Caicos. The earnings figure also includes 
C$1m favourable adjustment to energy supply costs “associated with a change in the 
methodology for accruing unbilled fuel factor revenue at Fortis Turks and Caicos “ 

The company stated that: 

“In February 2009, the PUC amended the Final Decision on Belize Electricity’s 
2008/2009 Rate Application (the “Amendment”), effective for the period from 
January 1, 2009 through June 30, 2009. The Amendment provides for an 
increase in the VAD component of the average electricity rate to allow Belize 
Electricity to earn a targeted allowed ROA of 12 per cent but reduces the 
reference cost of power component of the average electricity rate, due to an 
overall decline in the cost of power. The Amendment, therefore, allows for an 
overall decrease in the average electricity rate from BZ44.1 cents per kWh to 
BZ37.5 cents per kWh. The Amendment also provides for a lower regulated asset 
value upon which the allowed ROA is calculated, while increasing operating 
expenses by the same amount, and reduces depreciation, taxes and fees and the 
related revenue requirement.” 

“Changes made in electricity legislation by the Government of Belize and the 
PUC, and the June 2008 Final Decision and Amendment, which were based on 
the changed legislation, have been judicially challenged by Belize Electricity in 
several proceedings. The judicial process is ongoing with interim rulings, 
judgments and appeals. The timing or likely final outcome of the proceedings is 
indeterminable at this time. However, the Supreme Court of Belize has approved 
an injunction against the Amendment until Belize Electricity’s appeal of the June 
2008 Final Decision is heard in court.” 

“In April 2009, Belize Electricity filed its Annual Tariff Review Application for the 
annual tariff period from July 1, 2009 to June 30, 2010 (“2009/2010 Rate 
Application”) proposing a 6 per cent decrease in the average electricity rate, as 
well as a reversal of the BZ$36 million charge, described above. The PUC has not 
accepted the 2009/2010 Rate Application on the grounds that an Annual Tariff 
Review Proceeding is not in effect.”  

See the table below for selected highlights. 

 

 

 

 

 

Belize situation requires 
ongoing monitoring 
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Exhibit 8: Selected Caribbean Electric Utilities performance highlights (unadjusted) 
Q1 2009 Q1 2008 chg y/y

Energy deliveries (GWh) 247         258         -4%
Revenue (C$/MWh) 336.03    290.70    16%
Energy supply costs (C$/MWh) 186.23    155.04    20%
Operating expenses (C$/MWh) 56.68      42.64      33%
Gross margin (C$/MWh) 93.12      93.02      0%
Earnings (C$millions) 6             7             -14%  

Source: Company data and Credit Suisse  

Notably, as a result of the regulator’s Final Decision on Belize Electricity’s 2008/2009 rate 
application, that company  

“does not meet certain debt covenant financial ratios related to loans totalling $9 
million (BZ$14 million), as at March 31, 2009, with the International Bank for 
Reconstruction and Development and the Caribbean Development Bank. The 
Company has informed the lenders of the defaults and has requested appropriate 
waivers. Belize Electricity is also in default of certain debt covenants, which has 
resulted in the utility being prohibited from incurring new indebtedness or declaring 
dividends.” 

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. Earnings for the segment 
were flat from the current quarter compared to the same quarter last year. The positive 
impact from F/X and Belize was offset by the impact of lower production and prices in 
Upper New York State and Ontario. See the table below for selected highlights. 

Exhibit 9: Selected non-regulated – Fortis Generation performance highlights 

(unadjusted) 
Q1 2009 Q1 2008 chg y/y

Energy deliveries (GWh) 257         288         -11%
Revenue (C$/MWh) 62.26      65.97      -6%
Energy supply costs (C$/MWh) 3.89        6.94        -44%
Operating expenses (C$/MWh) 15.56      13.89      12%
Gross margin (C$/MWh) 42.80      45.14      -5%
Earnings (C$millions) 6             6             0%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$2 million 
which is nearly a 33% decrease over last year’s quarterly earnings. REVPAR decreased to 
C$64.40 from C$67.82 for the comparable period last year. Additionally, the occupancy 
rate of the Real Estate Division was slightly down at 96.0% versus last year’s 96.6%. 

Corporate 

Corporate expenses increased to C$17 million from C$16 million in Q1 2008. The increase 
was primarily related to higher preference share dividends due to the issuance of First 
Preference Shares, Series G, partially offset by lower finance charges.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Robust energy delivery 
growth in the Caribbean 
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Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$219 
million for the three months in 2009, of which C$207 million was for its regulated utilities. 
Fortis maintains that capital expenditures for 2009 will be approximately C$1 billion, a 
roughly 11% increase from 2008. The bulk of this amount will be invested in the 
company’s regulated utility segments. A majority of the total will be spent on Western 
Canadian assets (Terasen Gas, FortisAlberta, and FortisBC). In addition, Fortis continues 
to forecast a capital plan of more than C$4.5 billion over the next five years. Given the 
regulated rates of return with utility capital expenditures, the increases should be viewed 
as longer-term positives provided an appropriate financial balance is struck. Due to the 
large capital investment opportunity, we continue to believe that capital market access is 
critical to Fortis. Given the company’s recent common equity issue, we do not forecast a 
specific common equity funding requirement until 2010 (See note titled “Shoring up the 
balance sheet” published on 2 December 2008 for details on the equity issuance.) 

With the significant current capital market dislocations, we believe that Fortis may become 
more motivated to explore possible capital efficiency initiatives. In our view, the company 
possesses ample opportunities to become much more capital efficient. One strategy 
involves divesting certain non-utility assets and redeploying capital into utility assets or 
funding the capital program. Another option would entail divesting partial interests in 
selected utility assets in an asset management model approach and receiving a 
management fee. Regardless of approach, we believe there are some rather simple ways 
for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Across much of the Canadian regulated infrastructure sector, we believe there are some 
notable opportunities for greater returns. Recently, the Trans-Quebec & Maritimes Pipeline 
decision (see file RH-1-2008) determined that an after-tax weighted average cost of capital 
(ATWACC) approach would be utilized to calculate a revenue requirement (for greater 
details please refer to our March 19, 2009 note “Regulatory round-up”). The decision is 
clearly important for TQM, however, we believe the decision will have a broader impact. In 
our view, most of the infrastructure and utility asset regulators assets across the country 
will need to re-visit the methodologies established for allowable returns. Positively, a few 
of the regulators have already started various processes to canvass opinions on allowed 
returns. Ultimately, we view regulators moving away from a very mechanical approach that 
lasted for well more than a decade and shifting towards an approach that should help 
ensure an appropriate level of returns. 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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Specifically for Fortis, we believe the company’s regulatory schedule is relatively well 
positioned to benefit from potential changes in regulatory regimes. Without delving into too 
much detail, we highlight selected regulatory timelines, including: 

■ Terasen will be filling a rate application in the summer of 2009 with the expectation for 
a cost-of-capital and rate decision before the end of the year; 

■ FortisBC will likely adopt a methodology similar to the decision for Terasen; 

■ A decision for ForitsAlberta’s Q2 2009 filing will be expected around Q3, but will be 
impacted by the ongoing Generic Cost of Capital Proceeding; 

■ Newfoundland Power will file an application later in 2009 with a potential for changed 
returns in 2010; and, 

■ In Ontario, the review process for returns is ongoing consultative process. 

Based upon the TQM decision, we could see a potential increase in returns of 100-200 
bps. Moreover, the standards relating to required equity levels within assets may become 
somewhat more liberal. Yet, we believe that purely regulated monopoly utilities providing 
essential services are likely to face a variety of financial threshold tests or deemed equity 
requirements. Frankly, from a regulatory perspective, deemed equity requirements are 
administratively simpler and very transparent. Therefore, we do not necessarily believe the 
TQM decision will be adopted in a rather explicit fashion by other regulators. The spirit and 
the intent of the decision to provide fair and reasonable returns in the context of the market 
conditions will clearly be upheld in our opinion. That type of regulatory movement may give 
Fortis some interesting cash flow and earnings upside into 2010 that is not currently in our 
forecasts. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on opportunities to acquire regulated natural gas and electric 
utilities in Canada, the United States and the Caribbean. Fortis will also pursue growth in 
its non-regulated businesses in support of its regulated utility growth strategy.” Given the 
success of Fortis in past transactions, as measured in terms of financials, share price and 
operationally, we believe the company's current valuation and skill set may lead to some 
potentially value creating acquisition activity (see Exhibit 10 below for select Fortis M&A 
transactions). 
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Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 

15.9 per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,139.74CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. The company’s ability to 
successfully acquire and integrate selected assets has clearly aided corporate growth. 
Under the existing capital market conditions, we believe clear limitations exist for the 
typical Fortis strategy. Capital market conditions are demonstrating some signs of 
improved functioning. Yet, we do not believe the market would likely positively respond to 
large scale acquisition financing at this time. 

We also continue to believe that Fortis may be able to acquire hydro electric generation 
assets from resources companies that are willing to divest non-core assets. Please see 
our notes titled “Provincial power play?” and “Potential power plant purchase” published on 
16 December 2008 and 4 December 2008 respectively. (See our note titled “Expanding 
spreads?” published on 12 January 2009 that discusses debt issuances by infrastructure 
companies in Canada and the US.) 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Maintain Neutral rating and 
C$27.50 target price 



 30 April 2009 

Fortis Inc. (FTS.TO) 9 

of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which seems somewhat unlikely at this time. After some changes to our 
financial model, we have reduced our 2009 and 2010 earnings estimates from C$1.51 to 
C$1.42 and from C$1.59 to C$1.56, respectively. We retain our C$27.50 target price 
which is obtained utilizing multiple valuation methodologies, including: a 17.5x P/E multiple 
of 2010 earnings; a 1.53x book value multiple; and, a DCF based valuation. We reiterate 
our Neutral rating. 

 

Companies Mentioned  (Price as of 30 Apr 09) 
Fortis Inc. (FTS.TO, C$22.15, NEUTRAL, TP C$27.50) 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

Extending an empire? 
■ Potential opportunity: We believe a smaller scale opportunity may develop 

for the Fortis Properties business. Earlier today, the privately held Extended 
Stay Hotels (ESH) filed for bankruptcy protection in New York. ESH is the 
operator of a chain of mid-priced extended stay hotels in Canada and the US. 
Specifically related to Fortis, we believe the company could be interested in 
ESH’s three Canadian hotel properties located in St. John’s, Newfoundland, 
Ottawa, Ontario and Vaughan, Ontario. There are limited details available at 
this time, however, we would not regard any potential transaction for these 
properties as being material.  

■ Hotels and hospitality: Over the years, Fortis steadily and opportunistically 
has purchased several hotel properties across Canada and across several 
brands. Obviously, any possibilities with the three Canadian ESH properties 
are relatively minor in the context of a potentially complex restructuring. Yet, 
the small scale of the Canadian properties to the ESH restructuring may 
provide a compelling value proposition to Fortis and the court process.  

■ Wary of M&A in current market conditions: Historically, Fortis has been 
very adept at acquisitions. The company’s ability to successfully acquire and 
integrate selected assets has clearly aided corporate growth. Clearly, capital 
market conditions are demonstrating signs of improved functioning. Thus, 
the typical Fortis acquisition strategy is much more palatable in the existing 
capital markets.  

■ Valuation: Our rating and C$27.50 target price is obtained utilizing multiple 
valuation methodologies, including: a roughly 17.5x P/E multiple of 2010 
earnings; a 1.53x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.26 0.21 0.44 
2010E 0.61 0.27 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.42 1.56
Prev. EPS (C$) — — —
P/E (x) 16.3 17.8 16.2
P/E rel. (%) 146.4 159.1 163.4
Revenue (C$ m) 3,903.0 3,465.8 3,495.8
EBITDA (C$ m) 1,048.0 1,061.6 1,130.0
OCFPS (C$) 3.83 3.47 3.38
P/OCF (x) 6.4 7.3 7.5
EV/EBITDA (current) 9.8 10.0 9.6
Net debt (C$ m) 5,468 5,803 6,038
ROIC (%) 27.72 20.94 19.53
  

Number of shares (m) 169.17 IC (12/09E, C$ m) 11,065.03
BV/share (current, C$) 17.6 EV/IC (x) 0.96
Net debt (current, C$ m) 5,468.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.2 Dividend yield (%) 4.1
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (12 Jun 09, C$) 25.25 
Target price (C$) 27.50¹ 
52-week price range 27.75 - 21.05 
Market cap. (C$ m) 4,271.47 
Enterprise value (C$ m) 10,580.47  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional index; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage universe**. 
For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock rating 
definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the Neutral 
stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 



 15 June 2009 

Fortis Inc. (FTS.TO) 3 

Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  36% (58% banking clients) 
Neutral/Hold*  43% (59% banking clients) 
Underperform/Sell*  20% (47% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.5x our 2010 EPS (earnings per share) estimate of C$1.56 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.0x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
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The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong 
Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch, 
Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse Taipei Branch, PT Credit Suisse Securities Indonesia, and 
elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse Taipei Branch has been prepared by a registered 
Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should 
direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse, or its affiliates, that financial institution is solely responsible for distribution. Clients of that institution 
should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice by Credit 
Suisse to the clients of the distributing financial institution, and neither Credit Suisse, its affiliates, and their respective officers, directors and employees accept any liability whatsoever 
for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2009 CREDIT SUISSE and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  



 

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS.  U.S. Disclosure: 
Credit Suisse does and seeks to do business with companies covered in its research reports.  As a result, investors should 
be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider 
this report as only a single factor in making their investment decision.  Customers of Credit Suisse in the United States can 
receive independent, third party research on the company or companies covered in this report, at no cost to them, where 
such research is available.  Customers can access this independent research at www.credit-suisse.com/ir or call 1 877 291 
2683 or email equity.research@credit-suisse.com to request a copy of this research. 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

Ongoing Ontario growth 
■ Owning Ontario: Fortis announced wholly owned subsidiary, FortisOntairo 

Inc. entered into an agreement with Brookfield Renewable Power Inc., a 
Brookfield Asset Management subsidiary, to purchase all of the issued and 
outstanding shares of Great Lakes Power Distribution Inc. (GLPD). Based 
upon past GLPD disclosures, the purchase price of roughly C$68 million, 
subject to adjustments, equates to approximately the book value of the asset 
base excluding a rate mitigation accrual. The closing of the transaction is 
subject to the approval of the Ontario Energy Board and Competition Act. 

■ Selected details: GLPD serves roughly 12,000 customers in the District of 
Algoma in northern Ontario. The utility’s assets include more than 1,800 km 
of distribution lines with peak loads of approximately 40MW. Notably, the 
deal does not include the northern Ontario-based transmission lines owned 
by Brookfield Infrastructure Partners. We view this transaction positively as 
Fortis continues to gradually grow its Canadian regulated asset base. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. The company’s ability to successfully acquire and 
integrate selected assets has clearly aided corporate growth. Clearly, capital 
market conditions are demonstrating signs of improved functioning. Thus, 
the typical Fortis acquisition strategy is much more palatable in the existing 
capital markets.  

■ Valuation: Our rating and C$27.50 target price is obtained utilizing multiple 
valuation methodologies, including: a roughly 17.5x P/E multiple of 2010 
earnings; a 1.53x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.26 0.21 0.44 
2010E 0.61 0.27 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.42 1.56
Prev. EPS (C$) — — —
P/E (x) 16.2 17.8 16.2
P/E rel. (%) 142.0 113.9 130.6
Revenue (C$ m) 3,903.0 3,465.8 3,495.8
EBITDA (C$ m) 1,048.0 1,061.6 1,130.0
OCFPS (C$) 3.83 3.47 3.38
P/OCF (x) 6.4 7.3 7.5
EV/EBITDA (current) 9.8 10.0 9.6
Net debt (C$ m) 5,468 5,803 6,038
ROIC (%) 27.72 20.94 19.53
  

Number of shares (m) 169.17 IC (12/09E, C$ m) 11,065.03
BV/share (current, C$) 17.6 EV/IC (x) 0.96
Net debt (current, C$ m) 5,468.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.2 Dividend yield (%) 4.1
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (22 Jun 09, C$) 25.21 
Target price (C$) 27.50¹ 
52-week price range 27.58 - 21.05 
Market cap. (C$ m) 4,264.70 
Enterprise value (C$ m) 10,573.71  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 22 Jun 09) 
Brookfield Asset Management (BAM, $16.93, NEUTRAL [V], TP $18.00) 
Brookfield Infrastructure Partners LP (BIP, $11.92, NEUTRAL, TP $14.00) 
Fortis Inc. (FTS.TO, C$25.21, NEUTRAL, TP C$27.50) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for BAM 
BAM Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (US$) (US$) Rating Assumption 
9/25/06 29.367 26.667   
11/22/06 31.887 33.333   
1/27/07 33.133  R  
3/16/07 34.773  NC  
9/14/07 34.45 40 O X 
10/2/07 39.55  N  
1/18/08 30.33  O  
10/22/08 18.09 30   
11/10/08 18.04 25   
12/5/08 13.31 24   
2/17/09 14.36 22   
4/27/09 14.37 18 N   
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 O=Outperform;    N=Neutral;   U=Underperform;   R=Restricted;   NR=Not Rated;   NC=Not Covered
 

3-Year Price, Target Price and Rating Change History Chart for BIP 
BIP Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (US$) (US$) Rating Assumption 
3/27/08 17.69 20 N X 
10/22/08 14.17 18   
12/5/08 10.7 14    
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3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (CAD) (CAD) Rating Assumption 
9/18/06 24.5 25.5 N  
3/16/07 27.15  NC  
12/4/07 27.04 32 N X 
10/24/08 24.75 28   
12/3/08 25.48 27.5    
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional index; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage universe**. 
For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock rating 
definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the Neutral 
stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  36% (58% banking clients) 
Neutral/Hold*  42% (59% banking clients) 
Underperform/Sell*  20% (47% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 
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Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (BAM) 
Method: We obtain our US$18 target price for Brookfield Asset Management by the net asset value (NAV) approach. Our NAV includes roughly an 
implied 7.5% capitalization rate on commercial properties; a 10x cash flow multiple on hydroelectric generation assets; and, an 8x multiple on net fee 
income. 
Risks: The US$18 target price of Brookfield Asset Management faces a number of risks, including: underlying investment value; increasing 
competition; potential taxation changes; credit and counterparty risks; regulation; interest rate movements; foreign exchange; and, selected energy 
market dynamics. 
Price Target: (12 months) for (BIP) 
Method: We obtain our 12-month US$14.00 target price for Brookfield Infrastructure Partners LP by using multiple valuation methods, including: a 
targeted cash-on-cash yield of 7.5%; a 10.2x multiple applied to our forecasted Adjusted Net Operating Income (ANOI) of the underlying 
infrastructure limited partnership; and a 50% discount to our longer-term BIP timberland net asset value (NAV) estimate because of ongoing capital 
market volatility, a fundamental re-pricing of risk and lackluster forest products pricing. 
Risks: There are a number of risk to Brookfield Infrastructure Partners LP's achievement of our US$14.00 target price: increasing competitive 
environment for infrastructure assets; BAM dependency; interest rate movements; access to capital markets; regulatory; taxation; credit and 
counterparty risk; commodity prices; energy market dynamics; environmental legislation; foreign exchange; infestations and disease; weather; and, 
labour shortage/strikes. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.5x our 2010 EPS (earnings per share) estimate of C$1.56 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.0x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (BAM, BIP, FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of 
Credit Suisse. 
Credit Suisse provided investment banking services to the subject company (BAM, BIP, FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (BAM, FTS.TO) 
within the past 12 months. 
Credit Suisse has received investment banking related compensation from the subject company (BAM, BIP) within the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (BAM, BIP, FTS.TO) within 
the next 3 months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (BAM, 
FTS.TO) within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (BIP, FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (BAM) within the past 12 
months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
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from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
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Multi Utilities 

Fortis Inc. (FTS.TO) 
FORECAST INCREASE 

Ongoing organic growth 
■ Earnings beat: Fortis reported Q2 2009 headline and comparable EPS (FD) 

of C$0.31. The EPS exceeded both our C$0.26 and the Street’s C$0.267 
estimates and was above the C$0.21-C$0.29 range. We do not place undue 
emphasis on quarterly results in much of our universe as a result of the 
inherently long-cycle nature of many assets. In our view, Fortis delivered a 
relatively strong financial performance from all segments except 
Newfoundland Power, the Caribbean operations and corporate versus our 
expectations. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated gross capital expenditures to be more than C$1bn for 
2009 (which is C$50m more than what was disclosed at year-end 2008) and 
roughly C$5bn over the next five years. Approximately 70% of that amount is 
expected to come from electric utilities which are largely centered on the 
growth of FortisAlberta, FortisBC and the Caribbean operations. Additionally, 
roughly 25% of the total amount is planned to be spent at the Terasen Gas 
entities. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. Capital market 
conditions are demonstrating signs of improved functioning. Therefore, the 
typical Fortis acquisition strategy is more palatable in current capital markets. 

■ Valuation: After the quarter we have increased our 2009 earnings estimates 
from C$1.42 to C$1.47. We retain our C$27.50 target price which is obtained 
utilizing multiple valuation methodologies, including: a 17.5x P/E multiple of 
2010 earnings; a 1.53x book value multiple; and, a DCF based valuation. 
We reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.31 0.21 0.44 
2010E 0.61 0.27 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.47 1.56
Prev. EPS (C$) — 1.42 —
P/E (x) 16.5 17.5 16.4
P/E rel. (%) 128.8 99.6 118.3
Revenue (C$ m) 3,903.0 3,547.6 3,573.0
EBITDA (C$ m) 1,048.0 1,071.1 1,138.6
OCFPS (C$) 3.83 4.29 3.45
P/OCF (x) 6.4 6.0 7.4
EV/EBITDA (current) 9.8 9.8 9.4
Net debt (C$ m) 5,468 5,650 5,884
ROIC (%) 27.72 21.97 20.34
  

Number of shares (m) 169.17 IC (12/09E, C$ m) 10,909.81
BV/share (current, C$) 17.6 EV/IC (x) 0.96
Net debt (current, C$ m) 5,468.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.2 Dividend yield (%) 4.1 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (05 Aug 09, C$) 25.63 
Target price (C$) 27.50¹ 
52-week price range 27.58 - 21.05 
Market cap. (C$ m) 4,335.75 
Enterprise value (C$ m) 10,477.25  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Fortis reported Q2 2009 headline and comparable EPS (FD) of C$0.31. The EPS 
exceeded both our C$0.26 and the Street’s C$0.267 estimates and was above the 
C$0.21-C$0.29 range. As usual, a substantial amount of organic utility growth continues 
across various Fortis assets. This research note is divided into three parts: (a) results; (b) 
outlook; and (c) valuation. Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q2 2009 Q2 2008 chg y/y
Regulated Gas Utilities - Canadian 14 12 17%
Regulated Electric Utilities - Canadian 39 26 50%
Regulated Electric Utilities - Caribbean 7 (5) 240%
Non-regulated - Fortis Generation 3 7 -57%
Non-regulated - Fortis Properties 8 7 14%
Corporate and other (18) (18) 0%
Net earnings applicable to common shares 53 29 83%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The earnings for this segment increased by roughly 17% year-over-year due mainly to a 
lower effective corporate income tax rate, lower finance charges due to lower borrowing 
rates and lower borrowing under the credit facilities.  

Exhibit 2: Regulated gas utilities – Canadian earnings contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q2 2009 Q2 2008 chg y/y
Terasen Gas 14.0        12.0        17%  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q2 2009 Q2 2008 chg y/y
FortisBC 7             7             0%
FortisAlberta 17           7             143%
Newfoundland Power 11           10           10%
Other Cdn Electric Utilities 4             2             100%
Earnings 39           26           50%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC were up roughly flat compared to the same period last 
year. See Exhibit 4 for selected highlights. 

Earnings beat 

Flat energy deliveries in BC
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Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q2 2009 Q2 2008 chg y/y

Energy deliveries (GWh) 675         673         0%
Revenue (C$/MWh) 81.48      78.75      3%
Energy supply costs (C$/MWh) 19.26      17.83      8%
Operating expenses (C$/MWh) 25.19      25.26      0%
Gross margin (C$/MWh) 37.04      35.66      4%
Earnings (C$millions) 7             7             0%  

Source: Company data and Credit Suisse  

FortisAlberta 

Largely the result of increase in customer distribution rates and load and customer growth 
coupled with lower corporate income taxes, segmented earnings at FortisAlberta 
increased by approximately 143% compared to the same period last year. See the table 
below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q2 2009 Q2 2008 chg y/y

Energy deliveries (GWh) 3,765      3,768      0%
Revenue (C$/MWh) 21.51      19.90      8%
Operating expenses (C$/MWh) 8.23        8.49        -3%
Gross margin (C$/MWh) 13.28      11.41      16%
Earnings (C$millions) 17           7             143%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment increased by 10% this period compared to the same period last 
year. The increased earning was mainly due to lower amortization costs and lower 
corporate income tax rate that were slightly offset by a decrease in electricity sales. Exhibit 
6 below contains selected highlights for Newfoundland Power. 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q2 2009 Q2 2008 chg y/y

Energy deliveries (GWh) 1,177      1,183      -1%
Revenue (C$/MWh) 101.10    101.44    0%
Energy supply costs (C$/MWh) 59.47      59.17      1%
Operating expenses (C$/MWh) 11.05      10.99      1%
Gross margin (C$/MWh) 30.59      31.28      -2%
Earnings (C$millions) 11           10           10%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

Segmented earnings (unadjusted) for the quarter increased 100% compared to the same 
quarter last year. After considering the C$2m after-tax one-time charge at FortisOntario in 
Q2 2008, earnings were flat comparing Q2 2009 to Q2 2008. See the table below for 
selected highlights. 

Flat energy delivery growth 
in Alberta 

Slight decreased in NP 
energy deliveries 

Other Canadian utilities 
showing a decrease in 
energy deliveries 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:11 PM Fortis Inc {Inv. Relations}



 05 August 2009 

Fortis Inc. (FTS.TO) 4 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q2 2009 Q2 2008 chg y/y

Energy deliveries (GWh) 483         508         -5%
Revenue (C$/MWh) 130.43    120.08    9%
Energy supply costs (C$/MWh) 82.82      78.74      5%
Operating expenses (C$/MWh) 14.49      13.78      5%
Gross margin (C$/MWh) 33.13      27.56      20%
Earnings (C$millions) 4             2             100%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment (unadjusted) increased by roughly 240% compared to the same 
quarter last year. The -C$5m Q2 2008 earnings figure contains a C$13m one-time charge 
relating to disallowed previously incurred fuel and purchased power costs at Belize 
Electricity. The earnings figure in Q2 2008 also includes C$1m favourable foreign currency 
translation. On an adjusted basis Q2 2009 earnings for this segment were roughly C$2m 
lower than the same quarter last year. 

The company stated that: 

“In February 2009, the PUC amended the Final Decision on Belize 
Electricity’s 2008/2009 Rate Application (the “Amendment”), effective for the 
period from January 1, 2009 through June 30, 2009. The Amendment 
provides for an increase in the VAD component of the average electricity rate 
to allow Belize Electricity to earn a targeted allowed ROA of 12 per cent but 
reduces the reference COP component of the average electricity rate, due to 
an overall decline in the cost of power. The Amendment, therefore, allows for 
an overall decrease in the average electricity rate from BZ44.1 cents per 
kWh to BZ37.5 cents per kWh. The Amendment also provides for a lower 
regulated asset value upon which the allowed ROA is calculated, while 
increasing operating expenses by the same amount, and reduces 
depreciation, taxes and fees and the related revenue requirement.” 

“Changes made in electricity legislation by the Government of Belize and the 
PUC, and the June 2008 Final Decision and Amendment, which were based 
on the changed legislation, have been judicially challenged by Belize 
Electricity in several proceedings. The judicial process is ongoing with 
interim rulings, judgments and appeals. The timing or likely final outcome of 
the proceedings is indeterminable at this time. However, the Supreme Court 
of Belize has approved an injunction against the Amendment until Belize 
Electricity’s appeal of the June 2008 Final Decision has been heard in court, 
which is currently scheduled for October 2009. In addition, Belize Electricity’s 
appeal of the Supreme Court of Belize’s previous decision to uphold certain 
changes made in electricity legislation by the Government of Belize and the 
PUC was dismissed in June 2009.” 

“In April 2009, Belize Electricity filed its Annual Tariff Review Application for 
the annual tariff period from July 1, 2009 to June 30, 2010 (“2009/2010 Rate 
Application”) proposing a 6 per cent decrease in the average electricity rate, 
as well as a reversal of the BZ$36 million charge described above. The PUC 
has not accepted the 2009/2010 Rate Application on the grounds that an 
Annual Tariff Review Proceeding is not in effect.” 

“The Minister of Public Utilities of Belize recently issued a statutory 
instrument purporting to declare providers of electricity generation and water 
services, including BECOL, as public utility providers within the meaning of 
the Public Utilities Commission Act as of May 1, 2009. Fortis is currently 

Belize situation requires 
ongoing monitoring 
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assessing the statutory instrument and its impact on previously negotiated 
and PUC-approved power purchase agreements.” 

See the table below for selected highlights. 

Exhibit 8: Selected Caribbean Electric Utilities performance highlights (unadjusted) 
Q2 2009 Q2 2008 chg y/y

Energy deliveries (GWh) 293         276         6%
Revenue (C$/MWh) 279.86    282.61    -1%
Energy supply costs (C$/MWh) 153.58    231.88    -34%
Operating expenses (C$/MWh) 47.78      43.48      10%
Gross margin (C$/MWh) 78.50      7.25        983%
Earnings (C$millions) 7             (5)            240%  

Source: Company data and Credit Suisse  

Notably, as a result of the regulator’s Final Decision on Belize Electricity’s 2008/2009 rate 
application, that company  

“does not meet certain debt covenant financial ratios related to loans totalling $8 
million (BZ$14 million), as at June 30, 2009, with the International Bank for 
Reconstruction and Development and the Caribbean Development Bank. The 
Company has informed the lenders of the defaults and has requested appropriate 
waivers.” 

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. Earnings for the segment 
were lower by 57% from the current quarter compared to the same quarter last year. The 
decrease was primarily related to the loss in earnings from the expiration of the power-for-
water agreement related to the Rankine facility and the lower power pricing in Upper New 
York State and Ontario. See the table below for selected highlights. 

Exhibit 9: Selected non-regulated – Fortis Generation performance highlights 

(unadjusted) 
Q2 2009 Q2 2008 chg y/y

Energy deliveries (GWh) 141         312         -55%
Revenue (C$/MWh) 63.83      70.51      -9%
Energy supply costs (C$/MWh) -          6.41        -100%
Operating expenses (C$/MWh) 14.18      12.82      11%
Gross margin (C$/MWh) 49.65      51.28      -3%
Earnings (C$millions) 3             7             -57%  

Source: Company data and Credit Suisse  

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$8 million 
which is nearly a 14% increase over last year’s quarterly earnings. REVPAR decreased to 
C$83.15 from C$87.54 for the comparable period last year. Additionally, the occupancy 
rate of the Real Estate Division was slightly down at 95.9% versus last year’s 96.7%. 

Corporate 

Corporate expenses remained flat at C$18 million in Q2 2009.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Energy delivery growth in 
the Caribbean 
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Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$277 
million for the three months in 2009, of which C$267 million was for its regulated utilities. 
Fortis maintains that capital expenditures for 2009 will be more than C$1 billion, a roughly 
11% increase from 2008. The bulk of this amount will be invested in the company’s 
regulated utility segments. A majority of the total will be spent on Western Canadian 
assets (Terasen Gas, FortisAlberta, and FortisBC). In addition, Fortis continues to forecast 
a capital plan of approximately C$5 billion over the next five years. Given the regulated 
rates of return with utility capital expenditures, the increases should be viewed as longer-
term positives provided an appropriate financial balance is struck. The release contained a 
slight, but meaningful, change in language relating to the capital program. With respect to 
the capital program, Fortis stated that “substantially all of which will be funded at the 
subsidiary level.” While we did not foresee any immediate capital need nor one in the near 
future, we believe this statement provides greater confidence with the balance sheet and 
cash flow generation capabilities of the company’s existing assets. 

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee. Regardless of approach, we believe there are some rather simple 
ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Across much of the Canadian regulated infrastructure sector, we believe there are some 
notable opportunities for greater returns. Recently, the Trans-Quebec & Maritimes Pipeline 
decision (see file RH-1-2008) determined that an after-tax weighted average cost of capital 
(ATWACC) approach would be utilized to calculate a revenue requirement (for greater 
details please refer to our March 19, 2009 note “Regulatory round-up”). The decision is 
clearly important for TQM, however, we believe the decision will have a broader impact. In 
our view, most of the infrastructure and utility asset regulators assets across the country 
will need to re-visit the methodologies established for allowable returns. Positively, a few 
of the regulators have already started various processes to canvass opinions on allowed 
returns. Ultimately, we view regulators moving away from a very mechanical approach that 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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lasted for well more than a decade and shifting towards an approach that should help 
ensure an appropriate level of returns. 

Specifically for Fortis, we believe the company’s regulatory schedule is relatively well 
positioned to benefit from potential changes in regulatory regimes. Without delving into too 
much detail, we highlight selected regulatory timelines, including: 

■ In the months of May and June, the Terasen gas utilities filed various applications with 
the British Columbia Utilities Commission; 

■ FortisBC will likely adopt a methodology similar to the decision for Terasen; 

■ In June ForitsAlberta filed a comprehensive two-year distribution revenue requirement 
application for 2010 and 2011; 

■ In the months of May and June, Newfoundland Power filed application for a general 
rates and the utility’s capital budget; and, 

■ In Ontario, the review process for returns is ongoing consultative process. 

Based upon the TQM decision, we could see a potential increase in returns of 100-200 
bps. Moreover, the standards relating to required equity levels within assets may become 
somewhat more liberal. Yet, we believe that purely regulated monopoly utilities providing 
essential services are likely to face a variety of financial threshold tests or deemed equity 
requirements. Frankly, from a regulatory perspective, deemed equity requirements are 
administratively simpler and very transparent. Therefore, we do not necessarily believe the 
TQM decision will be adopted in a rather explicit fashion by other regulators. The spirit and 
the intent of the decision to provide fair and reasonable returns in the context of the market 
conditions will clearly be upheld in our opinion. That type of regulatory movement may give 
Fortis some interesting cash flow and earnings upside into 2010 that is not currently in our 
forecasts. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on opportunities to acquire regulated natural gas and electric 
utilities in the United States and Canada. Fortis will also pursue growth in its non-regulated 
businesses in support of its regulated utility growth strategy.” Given the success of Fortis 
in past transactions, as measured in terms of financials, share price and operationally, we 
believe the company's current valuation and skill set may lead to some potentially value 
creating acquisition activity (see Exhibit 10 below for select Fortis M&A transactions). 
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Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which seems somewhat unlikely at this time. After the quarter, we have 
increased our 2009 earnings estimates from C$1.42 to C$1.47. We retain our C$27.50 
target price which is obtained utilizing multiple valuation methodologies, including: a 17.5x 
P/E multiple of 2010 earnings; a 1.53x book value multiple; and, a DCF based valuation. 
We reiterate our Neutral rating. 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Neutral  

Target: C$27.50  
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Pondering a potential Portland purchase? 
■ Portland purchase?: We believe the conditions for another potential Fortis 

utility acquisition are coming into place. Recently, Portland General Electric 
Company (POR.N) announced a substantial guidance revision for 2009 from 
US$1.80 to US$1.90 to US$1.35 to US$1.45 per diluted share. As expected, 
the revision resulted in the shares falling by 6.5% on July 22nd. In our view, 
Portland’s earnings revision may provide an interesting opportunity for Fortis 
to finally make a notable move into the US utility market. We do not believe 
a transaction is imminent, however, many of the conditions are in place for 
the acquisitive Canadian utility to make a bold move. 

■ Accretive acquisition: Based upon our financial analysis, we believe 
Portland General would make an interesting acquisition for Fortis on an 
earnings accretive basis. Similar to a number of past Fortis deals, the 
company would need to issue a substantial amount of equity or, more likely, 
subscription receipts on a bought deal basis. Strategically, we consider 
Portland as an interesting, albeit not perfect, fit for Fortis. Finally, in our view, 
it is only a matter of time before Fortis becomes active with US-based M&A. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. Capital market 
conditions are demonstrating signs of improved functioning. Therefore, the 
typical Fortis acquisition strategy is more palatable in current capital markets. 

■ Valuation: Our rating and C$27.50 target price is obtained utilizing multiple 
valuation methodologies, including: a roughly 17.5x P/E multiple of 2010 
earnings; a 1.53x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.31 0.21 0.44 
2010E 0.61 0.27 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.47 1.56
Prev. EPS (C$) — — —
P/E (x) 16.5 17.5 16.4
P/E rel. (%) 128.5 99.4 118.0
Revenue (C$ m) 3,903.0 3,547.6 3,573.0
EBITDA (C$ m) 1,048.0 1,071.1 1,138.6
OCFPS (C$) 3.83 4.29 3.45
P/OCF (x) 6.4 6.0 7.4
EV/EBITDA (current) 9.8 9.8 9.4
Net debt (C$ m) 5,468 5,650 5,884
ROIC (%) 27.72 21.97 20.34
  

Number of shares (m) 169.17 IC (12/09E, C$ m) 10,909.81
BV/share (current, C$) 17.6 EV/IC (x) 0.96
Net debt (current, C$ m) 5,468.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.2 Dividend yield (%) 4.1
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (05 Aug 09, C$) 25.63 
Target price (C$) 27.50¹ 
52-week price range 27.58 - 21.05 
Market cap. (C$ m) 4,335.75 
Enterprise value (C$ m) 10,477.25  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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After the recent substantial negative earnings guidance revision by Portland General, we 
believe the conditions for another potential Fortis utility acquisition are coming into place. 
In our view, Portland’s earnings revision may provide an interesting opportunity for Fortis 
to finally make a notable move into the US utility market. We do not believe a transaction 
is imminent, however, many of the conditions are in place for the acquisitive Canadian 
utility to make a bold move. Strategically, we consider Portland as an interesting, albeit not 
perfect, fit for Fortis. Finally, in our view, it is only a matter of time before Fortis becomes 
active with US-based M&A. 

This research note is divided into three parts: (a) Possibly Portland?; (b) Outlook; and,  
(c) Valuation. 

Possibly Portland? 
Historically, Fortis has been very adept at acquisitions. As examples, the Canadian-based 
Aquila asset acquisition in 2003 and the Terasen Gas deal in 2007 highlight some of the 
company’s bold moves. Barring any dramatic restructuring by government-owned utilities, 
we believe the Canadian utility market is largely lacking for substantial acquisition focused 
growth opportunities. As a result, we continue to believe Fortis has steadily shifted focus 
on the US market. Clearly, potential acquisition opportunities are much more abundant in 
the US than in Canada. Yet, the Fortis acquisition strategy can benefit from several factors, 
including: (a) a stronger Canadian dollar; (b) favourable financing markets for both debt 
and equity; (c) an index uplift; (d) improved rates of return in the US versus those allowed 
in Canada; and, (e) at times, a substantial valuation advantage. 

Synergies are not typically a large component of utility M&A, however, there is a strategic 
logic to have a certain degree of proximity among assets. Therefore, our Fortis US-based 
M&A focus traditionally centered on two regions: (a) the Pacific Northwest; and, (b) the US 
Northeast. Additional traits that we look for in potential acquisitions include: 

■ Predominately regulated electric or gas distribution utility assets; 

■ Other than hydroelectric generation, somewhat limited exposure to generation assets, 
especially the direct ownership of fossil fuel assets; 

■ Above average utility growth often caused by previous under investment; 

■ Acquisitions that are either friendly or conducted via an auction process; and, 

■ A relatively favourable regulatory environment. 

From our perspective, Portland matches some, but not all, of the above criteria. In our 
view, a potentially compelling financial case exists for Fortis to contemplate the acquisition 
of Portland General Electric. This portion of our research note highlights three areas: 

(1) A brief Portland background; 

(2) A collection of utility assets; and, 

(3) Preliminary financial analysis. 

A brief Portland background 

As a starting point, Portland General Electric is a NYSE-listed vertically integrated electric 
utility headquartered in Portland, Oregon. Several years ago, after a rather brief period of 
ownership by Enron, the utility re-entered the capital markets by way of an initial public 
offering. In our view, an interesting part of the Portland General Electric investment at the 
time of the IPO was the steady growth in regulated utility capital. As described below, such 
growth continues and would clearly be attractive from a Fortis perspective. 

Recently, Portland General Electric announced a substantial negative revision to previous 
2009 earnings guidance from US$1.80 to US$1.90 to US$1.35 to US$1.45 per diluted 

A history of acquisitions 

Fewer opportunities in 
Canada than the US market

PGE lowered 2009 guidance 
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share. From the Portland General Electric press release, we understand some of the key 
items for the guidance reduction to include: 

■ Margin compression from “the impacts on retail load from the economic recession, 
primarily in the industrial sector”; 

■ “Power originally intended to meet forecasted load was sold into a declining electricity 
market”; 

■ The extension of an already planned maintenance outage at the Colstrip coal plant; 

■ Extended maintenance at the Boardman coal plant; 

■ Weaker than expected hydroelectric results; and, 

■ As a result of weaker net income, a mandated increase customer refunds. 

In the guidance revision press release, Portland General Electric stated, 

“Oregon's economy continues to be impacted by the national recession. 
Retail loads are down, primarily because our industrial customers' electricity 
use has declined by more than we projected just three months ago. In 
addition, lower prices in the wholesale energy market have made it difficult to 
offset lost revenue with the sale of excess power. These issues, combined 
with an extended outage at the Colstrip plant, have led us to reduce our full-
year earnings guidance”. 

The guidance revision caused the stock to close at US$18.56 on the day of announcement 
from the open of US$19.86, a roughly 6.5% drop. In the context of the current economic 
and market downturn, we do not believe the market should be substantially surprised by a 
significant negative guidance revision. Yet, such revisions often cast a rather negative light 
upon existing management teams and can lead to groups of disenchanted shareholders. 
At this time, the stock continues to trade fairly range bound and closed at US$18.50 on 5 
August 2009. Given these factors, we believe the negative guidance revision provides the 
potential for a compelling M&A opportunity. 

A collection of utility assets 

Portland General Electric’s utility assets have some notable attributes, including:  

■ The company is a vertically integrated electric utility in the State of Oregon; 

■ Roughly 815,000 retail customers are served with an average annual customer growth 
of 1.5% and an average load growth of 1.4% since the end of 2003; 

■ A combination of generation assets across fuel types and purchased power contracts 
with a total nameplate capacity of 4,455 MW; 

■ Ownership of roughly 1,643 miles of transmission lines and 24,000 miles of distribution 
lines; 

■ A regulatory environment offering a 10% allowed return on equity on a deemed equity 
base of 50% with 50% debt in the capital structure; 

■ As per a May 2009 presentation, net utility plant of roughly US$2.8 billion; and, 

■ Approximately US$1.1bn of already identified regulated utility capital investments from 
2009-2013 to drive rate base growth. 

Our starting point for considering a potential Portland purchase is the utility’s asset values. 
The figures in Exhibit 1 were obtained and replicated from a recent Portland General 
Electric presentation. 

 

Multiple reasons for PORs 
guidance revision 

Potential for longer-term 
disenchantment with the 
stock post revision 
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Exhibit 1: Asset value 
in millions, unless otherwise stated 

Genera tion
$1 ,007 
mill ion

Distribu tion
$1,064 
mi llio n

CWIP
$281 mil lion

Other
$251  million

Transm ission
$196 mil lion

 
Source: Company data and Credit Suisse 

Obviously, the critical issue for any regulated utility investment is the regulatory regime. In 
light of our preliminary analysis on a potential transaction, we do not see it as necessary to 
engage in a robust discussion of Portland General Electric’s regulatory environment. To 
provide some background for the regulatory environment, we highlight selected attributes 
of the regulatory framework addressed in a recent corporate presentation, including: 

■ Portland General Electric operates with a regulated deemed capital structure of 50% 
equity and 50% debt; 

■ There utility has an allowed 10% return on equity; 

■ Various cost adjustment mechanisms exist for power expenses; 

■ The framework intends to allow the recovery of fixed revenue requirements as a result 
of lower sales resulting from energy efficiency and conservation efforts; and, 

■ By 2025, Portland will be required to serve 25% of retail load from renewable sources. 

Given the history of utility ownership and various acquisitions and attempted acquisitions 
in the State of Oregon, we believe any potential transaction would need to demonstrate a 
clear net benefit, comply with existing legislation and be politically palatable. Moreover, in 
our view, any such transaction must be friendly in nature. From our perspective, each of 
these objectives could be achieved by Fortis, however, there are clearly other states and 
regulatory environments that lack the unique history of Oregon’s utility sector. 

From a Fortis perspective, we consider selected attributes of Oregon’s utility regulation to 
be attractive. Despite the potential attraction to facets of the regulatory environment, parts 
of Portland General Electric’s asset base do not entirely fit with a typical Fortis acquisition 
strategy. Namely, the company’s generation portfolio and exposure to fossil fuels is not all 
that attractive for a typical Fortis deal. At the end of 2008, Exhibit 2 highlights generation 
capacity owned or under contract to Portland General Electric over several fuel types and 
Exhibit 3 illustrates the source as a percentage of retail load. From our perspective, the 
abundance of coal, natural gas and oil fired generation capacity is not a perfect fit for 
Fortis. Thus, if a transaction were to occur, then some potential may exist for selected 
divestitures. 

Historical issues in Oregon 
may make other jurisdictions 
more attractive for 
acquisitions 

Some of POR’s generation 
exposure is not a good fit for 
Fortis 
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Exhibit 2: Generation capacity (end of 2008)  Exhibit 3: 2008 power sources as a % of retail load 
P hy s ic al
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Source: Company data and Credit Suisse   Source: Company data and Credit Suisse  

Similar to other Fortis markets, Portland General Electric believes “long-term retail load is 
expected to grow consistently while selected long-term power purchase contracts expire, 
driving the need for additional generation capacity”. That growth potential combined with 
renewable portfolio standards may translate into an even more compelling investment than 
the simple near-term pro-forma financial statements reveal. 

Similar to the large organic growth embedded within a number of the wholly-owned Fortis 
utilities, Portland General Electric has significant near-term rate base growth. Exhibit 4 
illustrates Portland’s historical and forecast capital expenditures. As one would expect for 
regulated assets, capital expenditures have a strong (if not virtually perfect) relationship to 
the growth in average rate base (see Exhibit 5). As per a recent Portland General Electric 
presentation, the company expects to fund new capital investments “through cash from 
operations and issuances of debt and equity with a targeted capital structure of 50/50”. We 
view this approach very similar to methods typically used by Fortis. 

Exhibit 4: PGE capital expenditure 
US$ in millions, unless otherwise stated 

 Exhibit 5: PGE average rate base 
US$ in millions, unless otherwise stated 
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Considerable potential rate 
base growth 
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One example of Portland’s organic growth is the Biglow Canyon Wind Farm in Columbia 
Gorge (eastern Oregon). The three phase project will have a total installed capacity of 
450MW and will cost roughly US$1.0 billion (see Exhibit 6). According to company data, 
the completion of this wind project will bring its “load served by renewables” to roughly 
11%. Renewable power other than hydroelectric investment has not been an area of focus 
for Fortis. Subject to regulatory regime, the allocation of capital to renewable power can be 
very favourable. 

Exhibit 6: Biglow Canyon Wind Farm 
US$ in millions, unless otherwise stated 

Phase I Phase II Phase III
Nameplate Capacity 125 MW, 76 turbines 150 MW, 65 turbines 175 MW, 76 turbines
MW per unit 1.65 Megawatts 2.3 Megawatts 2.3 Megawatts
Cost (w/AFDC) $255 million $326 million $433 million
Online date December 2007 End of 2009 End of 2010
Vendor Vestas Siemens Siemens

Source: Company data and Credit Suisse 

Preliminary financials analysis 

At present, Portland General Electric’s market value is roughly US$1.4 billion and the 
company has US$1.4 billion in debt for a total enterprise value of roughly US$2.8 billion. 
Based upon consensus figures and publicly available information, we note the following: 

■ Based on 5 August 2009 close of US$18.50 per share, forward P/E ratio based on 
Bloomberg estimates are 13.3x and 10.3x for 2009 and 2010 respectively; and, 

■ On an EV/EBITDA basis, using consensus forecast for 2009 and 2010 results in 6.0x 
and 5.4x multiple. 

Based upon our earnings forecasts, Fortis is trading at a 17.4x and 16.4x P/E multiple for 
2009 and 2010, respectively. In terms of EV/EBITDA, Fortis is trading at 9.8x and 9.4x, 
respectively, on our 2009 and 2010 estimates. Given these trading multiples, a Fortis led 
acquisition should be accretive in many scenarios. Some of our baseline assumptions for 
the hypothetical Fortis acquisition of Portland General Electric, include: 

■ Fortis pays a 25% premium to the current trading price equating to US$23.13 for each 
Portland General Electric share; 

■ Via the bought deal market, Fortis is able to issue 78m subscription receipts or shares 
at price of C$24.10 a share for a 6% discount to market; 

■ The total gross proceeds from the equity financing would be roughly C$1.87bn; and, 

■ Fortis could close the deal by the end of 2009 which may be viewed aggressively. 

In Exhibit 7 and Exhibit 8, we provide financial statements for a potential Fortis-Portland 
transaction. Notably, the Portland General Electric statements are based, in part, upon 
Bloomberg consensus estimates and have been converted into Canadian dollars. Roughly 
calculated, Portland’s regulated earnings streams correspond to the adapted Bloomberg 
estimates. Pro-forma financials reflect the simple combination of the companies with an 
entirely equity financed deal. 

Renewable power potential 

Multiple accretive 

Large equity issuance 
required 
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Exhibit 7: Hypothetical 2010e combined earnings 
C$ in millions, unless otherwise stated 

 Exhibit 8: Hypothetical combined balance sheet 
C$ in millions, unless otherwise stated 

FTS POR Pro Forma
2010e Income Statement
Sales $3,573 $2,002 $5,575
EBITDA $1,139 $569 $1,718
EBITDA margin 31.9% 28.4% 30.8%
Depreciation $344 $257 $601
EBIT $795 $312 $1,117
Interest $391 $127 $520
Other $5 $0 $5
EBT $399 $185 $592
Taxes $115 $50 $167
Minority interest $14 $0 $14
Net income $270 $136 $411
Fully-diluted EPS $1.56 $1.80 $1.63

 FTS POR Pro Forma
Opening Balance Sheet
Cash and cash equivalents $137 $64 $201
Other current assets $849 $917 $1,766
Total current assets $986 $981 $1,967

Tangible long-term assets $8,918 $4,028 $12,946
Intangible long-term assets $1,833 $803 $2,887
Total assets $11,737 $5,812 $17,801

Short-term debt $355 $205 $560
Other current liabili ties $944 $636 $1,580
Total current liabil ities $1,299 $840 $2,139

Long-term debt $5,208 $1,549 $6,787
Other long-term liabili ties $1,626 $1,725 $3,351
Total l iabilities $8,133 $4,114 $12,277
Minority interest $137 $0 $137

Shareholders' equity $3,467 $1,698 $5,387

Source: Bloomberg, Company data and Credit Suisse estimates  Source: Company data and Credit Suisse estimates 

Under a variety of our assumptions, an almost entirely equity financed transaction could 
be roughly 4% earnings accretive on a per share basis for Fortis in the first full year post 
closing. We do not believe a FTS-POR deal is imminent, however, we believe some 
aspects of a transaction could be quite compelling. At these current levels, a potential 
transaction may also be viewed as rather opportunistic from a Fortis perspective. Given 
the history of PGE, we believe there clearly would be considerable regulatory resistance 
and scrutiny with any kind of transaction. Finally, in our view, almost any successful M&A 
transaction in the utilities sector should be friendly and have both regulatory and local 
political support. 

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$277 
million for the three months in 2009, of which C$267 million was for its regulated utilities. 
Fortis maintains that capital expenditures for 2009 will be more than C$1 billion, a roughly 
11% increase from 2008. The bulk of this amount will be invested in the company’s 
regulated utility segments. A majority of the total will be spent on Western Canadian 
assets (Terasen Gas, FortisAlberta, and FortisBC). In addition, Fortis continues to forecast 
a capital plan of approximately C$5 billion over the next five years. Given the regulated 
rates of return with utility capital expenditures, the increases should be viewed as longer-
term positives provided an appropriate financial balance is struck. The release contained a 
slight, but meaningful, change in language relating to the capital program. With respect to 
the capital program, Fortis stated that “substantially all of which will be funded at the 
subsidiary level.” While we did not foresee any immediate capital need nor one in the near 
future, we believe this statement provides greater confidence with the balance sheet and 
cash flow generation capabilities of the company’s existing assets. 

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 

An entirely equity financed 
deal translates into roughly 
4% earnings accretion 

Ongoing organic growth 
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a management fee. Regardless of approach, we believe there are some rather simple 
ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Across much of the Canadian regulated infrastructure sector, we believe there are some 
notable opportunities for greater returns. Recently, the Trans-Quebec & Maritimes Pipeline 
decision (see file RH-1-2008) determined that an after-tax weighted average cost of capital 
(ATWACC) approach would be utilized to calculate a revenue requirement (for greater 
details please refer to our March 19, 2009 note “Regulatory round-up”). The decision is 
clearly important for TQM, however, we believe the decision will have a broader impact. In 
our view, most of the infrastructure and utility asset regulators assets across the country 
will need to re-visit the methodologies established for allowable returns. Positively, a few 
of the regulators have already started various processes to canvass opinions on allowed 
returns. Ultimately, we view regulators moving away from a very mechanical approach that 
lasted for well more than a decade and shifting towards an approach that should help 
ensure an appropriate level of returns. 

Specifically for Fortis, we believe the company’s regulatory schedule is relatively well 
positioned to benefit from potential changes in regulatory regimes. Without delving into too 
much detail, we highlight selected regulatory timelines, including: 

■ In the months of May and June, the Terasen gas utilities filed various applications with 
the British Columbia Utilities Commission; 

■ FortisBC will likely adopt a methodology similar to the decision for Terasen; 

■ In June ForitsAlberta filed a comprehensive two-year distribution revenue requirement 
application for 2010 and 2011; 

■ In the months of May and June, Newfoundland Power filed application for a general 
rates and the utility’s capital budget; and, 

■ In Ontario, the review process for returns is ongoing consultative process. 

Based upon the TQM decision, we could see a potential increase in returns of 100-200 
bps. Moreover, the standards relating to required equity levels within assets may become 
somewhat more liberal. Yet, we believe that purely regulated monopoly utilities providing 
essential services are likely to face a variety of financial threshold tests or deemed equity 
requirements. Frankly, from a regulatory perspective, deemed equity requirements are 
administratively simpler and very transparent. Therefore, we do not necessarily believe the 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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TQM decision will be adopted in a rather explicit fashion by other regulators. The spirit and 
the intent of the decision to provide fair and reasonable returns in the context of the market 
conditions will clearly be upheld in our opinion. That type of regulatory movement may give 
Fortis some interesting cash flow and earnings upside into 2010 that is not currently in our 
forecasts. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on opportunities to acquire regulated natural gas and electric 
utilities in the United States and Canada. Fortis will also pursue growth in its non-regulated 
businesses in support of its regulated utility growth strategy.” Given the success of Fortis 
in past transactions, as measured in terms of financials, share price and operationally, we 
believe the company's current valuation and skill set may lead to some potentially value 
creating acquisition activity (see Exhibit 9 below for select Fortis M&A transactions). 

Exhibit 9: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 
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■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which seems somewhat unlikely at this time. We retain our C$27.50 
target price which is obtained utilizing multiple valuation methodologies, including: a 17.5x 
P/E multiple of 2010 earnings; a 1.53x book value multiple; and, a DCF based valuation. 
We reiterate our Neutral rating. 
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RESULTS 

Quarterly consistency 
■ Earnings review: Fortis reported Q3 2009 headline and comparable EPS 

(FD) of C$0.21. The EPS was inline with both our and the Street’s C$0.21 
estimates and was within the C$0.19-C$0.24 range. We do not place undue 
emphasis on quarterly results in much of our universe as a result of the 
inherently long-cycle nature of many assets. In our view, Fortis delivered a 
relatively strong consistent financial performance from all segments, aside 
from some minor quarterly issues at Terasen Gas. The results illustrate the 
company’s ongoing capital plan execution and management of regulatory 
relationships. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a rather robust outlook for its utility capital program. The company 
expects consolidated gross capital expenditures to be more than C$1bn for 
2009 (which is C$50m more than what was disclosed at year-end 2008) and 
roughly C$5bn over the next five years. Approximately 70% of that amount is 
expected to come from electric utilities which are largely centered on the 
growth of FortisAlberta, FortisBC and the Caribbean operations. Additionally, 
roughly 25% of the total amount is planned to be spent at the Terasen Gas 
entities. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. Capital market 
conditions are demonstrating signs of improved functioning. Therefore, the 
typical Fortis acquisition strategy is more palatable in current capital markets. 

■ Valuation: We retain our C$27.50 target price which is obtained utilizing 
multiple valuation methodologies, including: a 17.5x P/E multiple of 2010 
earnings; a 1.54x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.31 0.21 0.44 
2010E 0.61 0.28 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj., C$) 1.55 1.47 1.56
Prev. EPS (C$) — — —
P/E (x) 16.4 17.3 16.2
P/E rel. (%) 123.3 97.3 115.9
Revenue (C$ m) 3,903.0 3,609.9 3,571.8
EBITDA (C$ m) 1,048.0 1,070.1 1,138.1
OCFPS (C$) 3.83 3.95 3.45
P/OCF (x) 6.4 6.4 7.4
EV/EBITDA (current) 9.8 9.8 9.4
Net debt (C$ m) 5,468 5,694 5,927
ROIC (%) 27.72 22.65 20.30
  

Number of shares (m) 170.65 IC (12/09E, C$ m) 10,925.29
BV/share (current, C$) 16.6 EV/IC (x) 0.96
Net debt (current, C$ m) 5,604.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (current, %) 64.4 Dividend yield (%) 4.1 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (04 Nov 09, C$) 25.40 
Target price (C$) 27.50¹ 
52-week price range 27.58 - 21.62 
Market cap. (C$ m) 4,334.56 
Enterprise value (C$ m) 10,294.56  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Fortis reported Q3 2009 headline and comparable EPS (FD) of C$0.21. The EPS was 
inline with both our and the Street’s C$0.21 estimates and was within the C$0.19-C$0.24 
range. As usual, a substantial amount of organic utility growth continues across various 
Fortis assets. This research note is divided into three parts: (a) results; (b) outlook; and, 
(c) valuation. Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q3 2009 Q3 2008 chg y/y
Regulated Gas Utilities - Canadian (3) 1 -400%
Regulated Electric Utilities - Canadian 36 38 -5%
Regulated Electric Utilities - Caribbean 7 7 0%
Non-regulated - Fortis Generation 4 9 -56%
Non-regulated - Fortis Properties 9 9 0%
Corporate and other (17) (15) -13%
Net earnings applicable to common shares 36 49 -27%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment decreased by roughly 400% year-over-year due 
mainly to a 27.2% (8,370 TJ) drop in gas volumes to core customers. The drop in gas 
volume was due to warmer-than-normal weather during the third quarter. Adjusted for the 
C$5.5m tax reduction in Q3 2008, Q3 2009 earnings was C$1.5m higher. 

Exhibit 2: Regulated gas utilities – Canadian earnings contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q3 2009 Q3 2008 chg y/y
Terasen Gas (3.0)         1.0          -400%  

Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in the table below. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q3 2009 Q3 2008 chg y/y
FortisBC 8             8             0%
FortisAlberta 16           17           -6%
Newfoundland Power 7             8             -13%
Other Cdn Electric Utilities 5             5             0%
Earnings 36           38           -5%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC were flat compared to the same period last year. See 
Exhibit 4 for selected highlights. 

Earnings inline 

Increase energy deliveries 
in BC 
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Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q3 2009 Q3 2008 chg y/y

Energy deliveries (GWh) 720         697         3%
Revenue (C$/MWh) 79.17      74.61      6%
Energy supply costs (C$/MWh) 20.83      17.22      21%
Operating expenses (C$/MWh) 23.61      22.96      3%
Gross margin (C$/MWh) 34.72      34.43      1%
Earnings (C$millions) 8             8             0%  

Source: Company data and Credit Suisse  

FortisAlberta 

Largely the result of customer growth, increase in customer distribution rates, and higher 
net transmission revenue; segmented adjusted earnings at FortisAlberta increased by 
approximately C$3.5m compared to the same period last year (excluding C$4.5m recovery 
of future income taxes for Q3 2008). See the table below for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q3 2009 Q3 2008 chg y/y

Energy deliveries (GWh) 3,819      3,748      2%
Revenue (C$/MWh) 22.26      19.74      13%
Operating expenses (C$/MWh) 8.64        8.27        4%
Gross margin (C$/MWh) 13.62      11.47      19%
Earnings (C$millions) 16           17           -6%  

Source: Company data and Credit Suisse  

Newfoundland Power 

Earnings in this segment decreased by 13% this period compared to the same period last 
year. The decreased earnings were mainly due to higher operating expense and higher 
amortization costs that were slightly offset by lower corporate income tax rate. Exhibit 6 
below contains selected highlights for Newfoundland Power. 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q3 2009 Q3 2008 chg y/y

Energy deliveries (GWh) 885         897         -1%
Revenue (C$/MWh) 105.08    104.79    0%
Energy supply costs (C$/MWh) 56.50      56.86      -1%
Operating expenses (C$/MWh) 13.56      12.26      11%
Gross margin (C$/MWh) 35.03      35.67      -2%
Earnings (C$millions) 7             8             -13%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

Segmented earnings for the quarter were flat compared to the same quarter last year. See 
the table below for selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q3 2009 Q3 2008 chg y/y

Energy deliveries (GWh) 514         532         -3%
Revenue (C$/MWh) 134.24    124.06    8%
Energy supply costs (C$/MWh) 89.49      82.71      8%
Operating expenses (C$/MWh) 13.62      13.16      4%
Gross margin (C$/MWh) 31.13      28.20      10%
Earnings (C$millions) 5             5             0%  

Source: Company data and Credit Suisse  

Slight increase in energy 
delivery in Alberta 

Slight decreased in NP 
energy deliveries 

Other Canadian utilities 
showing a decrease in 
energy deliveries 
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Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment were flat compared to the same quarter last year. There is an 
ongoing situation with Belize Electricity that does require a degree of monitoring. In brief, 
the utility received an adverse regulatory decision relating to a rate application. Moreover, 
there have been changes to the electricity legislation in Belize that have been challenged 
by the Fortis-owned utility. The company stated  

“[t]he judicial process is ongoing with interim rulings, judgments and appeals. 
The timing or likely final outcome of the proceedings is indeterminable at this 
time. However, the Supreme Court of Belize has approved an injunction 
against the Amendment until Belize Electricity’s appeal of the June 2008 
Final Decision has been heard in court, which commenced early October 
2009, but after considering some preliminary matters the trial judge 
postponed the case for a date to be determined. In addition, Belize 
Electricity’s appeal of the Supreme Court of Belize’s previous decision to 
uphold certain changes made in electricity legislation by the Government of 
Belize and the PUC was dismissed in June 2009.” 

See the table below for selected highlights. 

Exhibit 8: Selected Caribbean Electric Utilities performance highlights (unadjusted) 
Q3 2009 Q3 2008 chg y/y

Energy deliveries (GWh) 312         304         3%
Revenue (C$/MWh) 285.26    315.79    -10%
Energy supply costs (C$/MWh) 163.46    197.37    -17%
Operating expenses (C$/MWh) 41.67      39.47      6%
Gross margin (C$/MWh) 80.13      78.95      1%
Earnings (C$millions) 7             7             0%  

Source: Company data and Credit Suisse  

Notably, as a result of the regulator’s Final Decision on Belize Electricity’s 2008/2009 rate 
application, that company  

“does not meet certain debt covenant financial ratios related to loans totalling $7 
million (BZ$13 million), as at September 30, 2009, with the International Bank for 
Reconstruction and Development and the Caribbean Development Bank. The 
Company has informed the lenders of the defaults.” 

Non-regulated – Fortis Generation 

This segment includes non-regulated generation assets located in Belize, Ontario, Central 
Newfoundland, British Columbia and Upper New York State. Earnings for the segment 
were lower by 56% from the current quarter compared to the same quarter last year. The 
decrease was primarily related to the loss in earnings from the expiration of the power-for-
water agreement related to the Rankine facility and the lower power pricing in Upper New 
York State and reduced Belize production. See the table below for selected highlights. 

Exhibit 9: Selected non-regulated – Fortis Generation performance highlights 

(unadjusted) 
Q3 2009 Q3 2008 chg y/y

Energy deliveries (GWh) 98           305         -68%
Revenue (C$/MWh) 91.84      68.85      33%
Energy supply costs (C$/MWh) 10.20      6.56        56%
Operating expenses (C$/MWh) 20.41      9.84        107%
Gross margin (C$/MWh) 61.22      52.46      17%
Earnings (C$millions) 4             9             -56%  

Source: Company data and Credit Suisse  

Belize situation requires 
ongoing monitoring 

Energy delivery growth in 
the Caribbean 
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Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$9 million 
which is the same as last year’s quarterly earnings. REVPAR decreased to C$89.02 from 
C$93.64 for the comparable period last year. Additionally, the occupancy rate of the Real 
Estate Division was slightly down at 96.2% versus last year’s 96.6%. 

Corporate 

Corporate expenses increased to C$17 million in Q3 2009 from C$15m in Q3 2008.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$267 
million, of which C$258 million was spent at regulated utilities. Fortis maintains that capital 
expenditures for 2009 will be more than C$1 billion, a roughly 11% increase from 2008. 
The bulk of this amount will be invested in the company’s regulated utility segments. A 
majority of the total will be spent on Western Canadian assets (Terasen Gas, FortisAlberta, 
and FortisBC). In addition, Fortis continues to forecast a capital plan of approximately C$5 
billion over the next five years. Given the regulated rates of return with utility capital 
expenditures, the increases should be viewed as longer-term positives provided an 
appropriate financial balance is struck. Fortis stated the capital program should allow rate 
base growth of 6%-7% per annum which “should drive growth in earnings and dividends.” 

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee. Regardless of approach, we believe there are some rather simple 
ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:14 PM Fortis Inc {Inv. Relations}



 05 November 2009 

Fortis Inc. (FTS.TO) 6 

Rising returns 

Across much of the Canadian regulated infrastructure sector, we believe there are some 
notable opportunities for greater returns. Recently, the Trans-Quebec & Maritimes Pipeline 
decision (see file RH-1-2008) determined that an after-tax weighted average cost of capital 
(ATWACC) approach would be utilized to calculate a revenue requirement (for greater 
details please refer to our March 19, 2009 note “Regulatory round-up”). The decision is 
clearly important for TQM, however, we believe the decision will have a broader impact. In 
our view, most of the infrastructure and utility asset regulators assets across the country 
will need to re-visit the methodologies established for allowable returns. Positively, a few 
of the regulators have already started various processes to canvass opinions on allowed 
returns. Ultimately, we view regulators moving away from a very mechanical approach that 
lasted for well more than a decade and shifting towards an approach that should help 
ensure an appropriate level of returns. 

Specifically for Fortis, we believe the company’s regulatory schedule is relatively well 
positioned to benefit from potential changes in regulatory regimes. Without delving into too 
much detail, we highlight selected regulatory timelines, including: 

■ In the months of May and June, the Terasen gas utilities filed various applications with 
the British Columbia Utilities Commission; 

■ FortisBC will likely adopt a methodology similar to the decision for Terasen. FortisBC, 
in August 2009 applied for and received BCUC approval for a 2.2% increase in 
customer rates effected September 2009. In October the utility flied its Preliminary 
2010 Revenue Requirements. 

■ In June FortisAlberta filed a comprehensive two-year distribution revenue requirement 
application for 2010 and 2011; 

■ In September, Newfoundland Power filed a revised 2010 General Rate Application for 
and in November the utility’s capital budget for 2010 was approved by the PUB; and, 

■ In Ontario, the review process for returns is undergoing a consultative process. 

Based upon the TQM decision, we could see a potential increase in returns of 100-200 
bps. Moreover, the standards relating to required equity levels within assets may become 
somewhat more liberal. Yet, we believe that purely regulated monopoly utilities providing 
essential services are likely to face a variety of financial threshold tests or deemed equity 
requirements. Frankly, from a regulatory perspective, deemed equity requirements are 
administratively simpler and very transparent. Therefore, we do not necessarily believe the 
TQM decision will be adopted in a rather explicit fashion by other regulators. The spirit and 
the intent of the decision to provide fair and reasonable returns in the context of the market 
conditions will clearly be upheld in our opinion. That type of regulatory movement may give 
Fortis some interesting cash flow and earnings upside into 2010 and 2011 that is not 
currently in our forecasts. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on opportunities to acquire regulated natural gas and electric 
utilities in the United States and Canada. Fortis will also pursue growth in its non-regulated 
businesses in support of its regulated utility growth strategy.” Given the success of Fortis 
in past transactions, as measured in terms of financials, share price and operationally, we 
believe the company's current valuation and skill set may lead to some potentially value 
creating acquisition activity (see Exhibit 10 below for select Fortis M&A transactions). 

Potential future regulatory 
positives 
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Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which seems somewhat unlikely at this time. We retain our C$27.50 
target price which is obtained utilizing multiple valuation methodologies, including: a 17.5x 
P/E multiple of 2010 earnings; a 1.54x book value multiple; and, a DCF based valuation. 
We reiterate our Neutral rating. 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Neutral  

Target: C$27.50  
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the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  40% (56% banking clients) 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:14 PM Fortis Inc {Inv. Relations}



 05 November 2009 

Fortis Inc. (FTS.TO) 9 

Neutral/Hold*  42% (59% banking clients) 
Underperform/Sell*  16% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.5x our 2010 EPS (earnings per share) estimate of C$1.56 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.0x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
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• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong 
Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse Singapore Branch, 
Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse Taipei Securities Branch, PT Credit Suisse Securities 
Indonesia, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse Taipei Securities Branch has 
been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) 
Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse, or its affiliates, that financial institution is solely responsible for distribution. Clients of that institution 
should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice by Credit 
Suisse to the clients of the distributing financial institution, and neither Credit Suisse, its affiliates, and their respective officers, directors and employees accept any liability whatsoever 
for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2009 CREDIT SUISSE and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. U.S. Disclosure: 
Credit Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should be 
aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this 
report as only a single factor in making their investment decision. 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

Delivering delightful dividend 
■ Dividend delight: Fortis Inc. announced the declaration of a C$0.28/share 

quarterly dividend for each FTS common share payable on 1 March 2010 for 
shareholders of record at the close of business on 5 February 2010. This 
amount represents a 7.7% increase from 2009 quarterly divided of C$0.26 
per share. Additionally, Fortis stated the increase “extends the Corporation’s 
record of annual common share divided payment increases to 37 
consecutive years”. From our perspective, past and ongoing annual dividend 
growth is partly the result of a skillful combination of acquisitions and a large 
capital program within Fortis’ regulated utilities. 

■ Capital raise: Subsequent to the dividend increase, the company 
announced the offering of 10m Series H First Preference Shares priced at 
C$25 per share for total gross proceeds of C$250m. The preferred shares 
will have an initial fixed divided of 4.25% per year until 1 June 2015. The 
divided yield going forward will be reset every five years at 1.45% over the 
five-year Canada bond yield. The company stated that the net proceeds will 
be used “to repay borrowings under the Corporation’s committed credit 
facility and to inject additional equity into a regulated subsidiary.” 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. Capital market 
conditions are demonstrating signs of improved functioning. Therefore, the 
typical Fortis acquisition strategy is more palatable in current capital markets. 

■ Valuation: We retain our C$27.50 target price which is obtained utilizing 
multiple valuation methodologies, including: a 17.5x P/E multiple of 2010 
earnings; a 1.54x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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29
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Daily  Jan 12, 2009 - Jan 08, 2010, 1/12/09 = C$24.09

Price Indexed Price Relative

On 01/08/10 the Canada S&P/TSX Composite Index index 
closed at 11953.83 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.31 0.21 0.44 
2010E 0.61 0.28 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj.) (C$) 1.55 1.47 1.56
Prev. EPS (C$) — — —
P/E (x) 18.5 19.5 18.3
P/E rel. (%) 129.7 102.4 121.9
Revenue (C$ m) 3,903.0 3,609.9 3,571.8
EBITDA (C$ m) 1,048.0 1,070.1 1,138.1
OCFPS (C$) 3.83 3.95 3.45
P/OCF (x) 6.4 7.3 8.3
EV/EBITDA (current) 10.4 10.3 9.9
Net debt (C$ m) 5,468 5,694 5,927
ROIC (%) 27.72 22.65 20.30
  

Number of shares (m) 170.65 IC (12/09E, C$ m) 10,925.29
BV/share (current, C$) 16.6 EV/IC (x) 1.0
Net debt (current, C$ m) 5,604.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (%)(current, 

)
64.4 Dividend yield (%) 3.6

 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (08 Jan 10, C$) 28.70 
Target price (C$) 27.50¹ 
52-week price range 28.86 - 21.62 
Market cap. (C$ m) 4,897.71 
Enterprise value (C$ m) 10,857.71  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Andrew M. Kuske 
416 352 4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 
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Companies Mentioned  (Price as of 08 Jan 10) 
Fortis Inc. (FTS.TO, C$28.70, NEUTRAL, TP C$27.50) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
3/16/07 27.15  NC  
12/4/07 27.04 32 N X 
10/24/08 24.75 28   
12/3/08 25.48 27.5    
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Closing Price Target Price Initiation/Assumption Rating

C$

 O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  42% (56% banking clients) 
Neutral/Hold*  41% (60% banking clients) 
Underperform/Sell*  15% (52% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$27.50 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.5x our 2010 EPS (earnings per share) estimate of C$1.56 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.0x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$27.50 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity 
in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, 
Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2010 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. U.S. Disclosure: 
Credit Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should be 
aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this 
report as only a single factor in making their investment decision. 
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Fortis Inc. (FTS.TO) 
INCREASE TARGET PRICE 

Target price change 
■ Taking up target: As discussed in our 25 January research note “Canadian 

Infrastructure: Re-visiting valuation”, we reassessed our Fortis valuation and 
target price. 

■ Valuation: We increase our target price to C$30.00 from the previous 
C$27.50. Our C$30.00 target price is obtained utilizing multiple valuation 
methodologies, including: a 19.2x P/E multiple of 2010 earnings; a 1.69x 
book value multiple; and, a DCF based valuation. We reiterate our Neutral 
rating. 

 
 

 Share price performance 

18

23

28

Jan-09 May-09 Sep-09

Daily Jan 26, 2009 - Jan 22, 2010, 1/26/09 = C$23.3

Price Indexed Price Relative

On 01/22/10 the Canada S&P/TSX Composite Index index 
closed at 11343.43 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.31 0.21 0.44 
2010E 0.61 0.28 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj.) (C$) 1.55 1.47 1.56
Prev. EPS (C$) — — —
P/E (x) 18.3 19.3 18.1
P/E rel. (%) 134.5 106.2 126.4
Revenue (C$ m) 3,903.0 3,609.9 3,571.8
EBITDA (C$ m) 1,048.0 1,070.1 1,138.1
OCFPS (C$) 3.83 3.95 3.45
P/OCF (x) 6.4 7.3 8.2
EV/EBITDA (current) 10.3 10.3 9.9
Net debt (C$ m) 5,468 5,694 5,941
ROIC (%) 27.72 22.65 20.30
  

Number of shares (m) 170.65 IC (12/09E, C$ m) 10,925.29
BV/share (current, C$) 16.6 EV/IC (x) 1.0
Net debt (current, C$ m) 5,604.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (%)(current, 

)
64.4 Dividend yield (%) 3.7 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (22 Jan 10, C$) 28.39 
Target price (C$) (from 27.50) 30.00¹ 
52-week price range 28.86 - 21.62 
Market cap. (C$ m) 4,844.81 
Enterprise value (C$ m) 10,804.81  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Andrew M. Kuske 
416 352 4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 
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Companies Mentioned  (Price as of 22 Jan 10) 
Fortis Inc. (FTS.TO, C$28.39, NEUTRAL, TP C$30.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
3/16/07 27.15  NC  
12/4/07 27.04 32 N X 
10/24/08 24.75 28   
12/3/08 25.48 27.5    
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Closing Price Target Price Initiation/Assumption Rating

C$

 O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  42% (58% banking clients) 
Neutral/Hold*  42% (59% banking clients) 
Underperform/Sell*  15% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$30.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 19.2x our 2010 EPS (earnings per share) estimate of C$1.56 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.4x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$30.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity 
in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, 
Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2010 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 
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Fortis Inc. (FTS.TO) 
FORECAST INCREASE 

Earnings revision 
■ Earnings revisions: For several reasons, we made a number of revisions to 

our Fortis financial model. Our changes focused on several changes ahead 
of the forthcoming Q4 results. The most significant change was an increase 
to our Q4 2009 EPS estimate from C$0.44 to C$0.50; and (b) a revision in 
our 2009 EPS estimate from C$1.47 to C$1.53. For greater details, please 
refer to our Q4 2009 earnings preview entitled “Closing out 2009: Q4 
earnings preview”. 

 
 

 Share price performance 
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Daily Feb 02, 2009 -  Jan 29, 2010, 2/02/09 = C$24.4

Price Indexed Price Relative

On 01/29/10 the Canada S&P/TSX Composite Index index 
closed at 11094.31 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2008A 0.55 0.28 0.26 0.45 
2009E 0.51 0.31 0.21 0.50 
2010E 0.61 0.28 0.23 0.45  

 Financial and valuation metrics
 

Year 12/08A 12/09E 12/10E
EPS (CS adj.) (C$) 1.55 1.53 1.56
Prev. EPS (C$) — 1.47 —
P/E (x) 17.8 18.1 17.7
P/E rel. (%) 134.2 101.8 126.1
Revenue (C$ m) 3,903.0 3,623.1 3,571.8
EBITDA (C$ m) 1,048.0 1,083.3 1,138.1
OCFPS (C$) 3.83 4.02 3.45
P/OCF (x) 6.4 7.1 8.0
EV/EBITDA (current) 10.2 10.0 9.8
Net debt (C$ m) 5,468 5,682 5,929
ROIC (%) 27.72 22.64 20.30
  

Number of shares (m) 170.65 IC (12/09E, C$ m) 10,925.29
BV/share (current, C$) 16.6 EV/IC (x) 1.00
Net debt (current, C$ m) 5,604.0 Dividend (current, C$) 1.04
Net debt/tot. cap. (%)(current, 

)
64.4 Dividend yield (%) 3.8 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (29 Jan 10, C$) 27.70 
Target price (C$) 30.00¹ 
52-week price range 28.86 - 21.62 
Market cap. (C$ m) 4,727.06 
Enterprise value (C$ m) 10,687.06  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Andrew M. Kuske 
416 352 4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 

 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:18 PM Fortis Inc {Inv. Relations}



 01 February 2010 

Fortis Inc. (FTS.TO) 2 

Companies Mentioned  (Price as of 29 Jan 10) 
Fortis Inc. (FTS.TO, C$27.70, NEUTRAL, TP C$30.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
3/16/07 27.15  NC  
12/4/07 27.04 32 N X 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30    
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 O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  42% (59% banking clients) 
Neutral/Hold*  41% (60% banking clients) 
Underperform/Sell*  14% (52% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$30.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 19.2x our 2010 EPS (earnings per share) estimate of C$1.56 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.4x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$30.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity 
in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, 
Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2010 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 
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FORECAST INCREASE 

A modest miss 
■ Earnings review: Fortis reported Q4 2009 EPS (FD) of C$0.46 that missed 

both our C$0.50 estimate and an identical Street view (within a C$0.44-
C$0.55 range). Several items required adjustment, however, collectively, 
those factors largely offset each other. We do not place undue emphasis on 
quarterly results in much of our universe as a result of the inherently long-
cycle nature of many assets. Despite the quarterly miss, our Fortis focus is 
largely upon the continuing significant regulated capital plan and the positive 
upward bias to regulated returns. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a robust outlook for its utility capital program. The company expects 
consolidated gross capital expenditures to be nearly C$1.1bn for 2010 and 
about C$5bn over the next five years. Roughly 70% of the total amount is 
targeted to come from electric utilities and 27% allocated to the Terasen Gas 
entities. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for various acquisition 
opportunities. 

■ Valuation: We made several changes to our financial model largely related 
to regulated returns. As a result, we revised our EPS estimates for 2010 
from C$1.56 to C$1.70. Our 2011 and 2012 estimates are C$1.80 and 
C$1.88 respectively. Our C$30.00 target price and Neutral rating are 
obtained utilizing multiple valuation methodologies, including: a 17.0x P/E 
multiple of 2011 earnings; a 1.62x book value multiple; and, a DCF based 
valuation. We reiterate our Neutral rating. 
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On 02/03/10 the Canada S&P/TSX Composite Index index 
closed at 11390.46 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2009A 0.51 0.31 0.21 0.46 
2010E 0.68 0.29 0.24 0.50 
2011E 0.69 0.31 0.26 0.54  

 Financial and valuation metrics
 

Year 12/09A 12/10E 12/11E 12/12E
EPS (CS adj.) (C$) 1.49 1.70 1.80 1.88
Prev. EPS (C$) — 1.56 — —
P/E (x) 18.6 16.3 15.4 14.8
P/E rel. (%) 101.1 116.9 130.8 137.2
Revenue (C$ m) 3,637.0 3,868.1 4,039.5 4,192.7
EBITDA (C$ m) 1,065.0 1,177.8 1,251.4 1,310.1
OCFPS (C$) 3.42 3.59 3.76 3.94
P/OCF (x) 8.4 7.7 7.4 7.1
EV/EBITDA (current) 10.4 9.6 9.3 9.1
Net debt (C$ m) 5,830 6,051 6,389 6,693
ROIC (%) 22.69 22.07 21.92 21.83
  

Number of shares (m) 170.90 IC (12/10E, C$ m) 11,612.99
BV/share (current, C$) 17.2 EV/IC (x) 0.97
Net debt (current, C$ m) 5,830.0 Dividend (current, C$) 1.12
Net debt/tot. cap. (%)(current, 

)
64.6 Dividend yield (%) 4.0 

  Source: Company data, Credit Suisse estimates. 
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Fortis reported Q4 2009 EPS (FD) of C$0.46 that missed both our C$0.50 estimate and an 
identical Street view (within a C$0.44-C$0.55 range). Several items required adjustment, 
however, collectively, those factors largely offset each other. We do not place undue 
emphasis on quarterly results in much of our universe as a result of the inherently long-
cycle nature of many assets. Despite the quarterly miss, our Fortis focus is largely upon 
the continuing significant regulated capital plan and the positive upward bias to regulated 
returns. This research note is divided into three parts: (a) results; (b) outlook; and, (c) 
valuation. Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q4 2009 Q4 2008 chg y/y
Regulated Gas Utilities - Canadian 48 47 2%
Regulated Electric Utilities - Canadian 37 29 28%
Regulated Electric Utilities - Caribbean 7 8 13%
Non-regulated - Fortis Generation 3 8 -63%
Non-regulated - Fortis Properties 5 4 25%
Corporate and other (19) (20) 5%
Net earnings applicable to common shares 81 76 7%  

Source: Company data and Credit Suisse 

Several items required adjustment, however, collectively, those factors largely offset each 
other. Those items included: 

■ C$10m of favourable cumulative retroactive impact associated with increased ROEs at 
FortisAlberta and Terasen Gas for all of 2009; 

■ A favourable one-time C$3m corporate tax adjustment at FortisOntario; and, 

■ Approximately C$5m of unfavourable costs relating to Whistler appliance conversions, 
however, this amount may possibly be recovered in future rate base applications. 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment increased modestly by 2% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities, include: 

■ Net customer additions were 7,400 during Q4 for a total of 939,600 at the end of 2009; 

■ The amount of additions declined versus Q4 2008 partially evidencing the slowdown in 
construction and weaker housing markets; and, 

■ Sales volumes across customer classes declined as did transportation volumes. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q4 2009 Q4 2008 chg y/y

Terasen Gas 48.0        47.0        2%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

An earnings miss 
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Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q4 2009 Q4 2008 chg y/y
FortisBC 8             7             14%
FortisAlberta 15           11           36%
Newfoundland Power 8             8             0%
Other Cdn Electric Utilities 6             3             100%
Earnings 37           29           28%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC increased by 14% compared to the same period last year. 
See Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q4 2009 Q4 2008 chg y/y

Energy deliveries (GWh) 859         842         2%
Revenue (C$/MWh) 80.33      78.38      2%
Energy supply costs (C$/MWh) 25.61      27.32      -6%
Operating expenses (C$/MWh) 22.12      21.38      3%
Gross margin (C$/MWh) 32.60      29.69      10%
Earnings (C$millions) 8             7             14%  

Source: Company data and Credit Suisse  

FortisAlberta 

Earnings at this regulated utility increased by 36% comparing Q4 2009 versus the prior 
period which was largely the result of an increased capital base and improved regulated 
returns. See Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q4 2009 Q4 2008 chg y/y

Energy deliveries (GWh) 4,129      4,068      1%
Revenue (C$/MWh) 20.83      19.17      9%
Operating expenses (C$/MWh) 8.23        8.36        -1%
Gross margin (C$/MWh) 12.59      10.82      16%
Earnings (C$millions) 15           11           36%  

Source: Company data and Credit Suisse  

Newfoundland Power 

While this segment’s earnings generation was flat comparing Q4 2009 versus Q4 2008, 
however, energy deliveries were up by 4% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q4 2009 Q4 2008 chg y/y

Energy deliveries (GWh) 1,474      1,412      4%
Revenue (C$/MWh) 99.05      98.44      1%
Energy supply costs (C$/MWh) 67.16      66.57      1%
Operating expenses (C$/MWh) 8.82        8.50        4%
Gross margin (C$/MWh) 23.07      23.37      -1%
Earnings (C$millions) 8             8             0%  

Source: Company data, Credit Suisse estimates 

Increase energy deliveries 
in BC 

Slight increase in energy 
delivery in Alberta 

Notable increase in NP’s 
energy deliveries 
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Other Canadian Electric Utilities 

Largely related to a one-time favourable tax adjustment at FortisOntario, this segment’s 
earnings were up 100% from Q4 2008 to Q4 2009. Excluding that favourable tax item, the 
segment’s earnings were flat. The roughly 7% increase in energy deliveries was the result 
of the Algoma Power Inc. acquisition (previously Great Lakes Power Distribution Inc.). 
Without that acquisition, energy deliveries actually decreased by 1.3% quarter over quarter 
and 1.5% year over year. Exhibit 7 contains selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q4 2009 Q4 2008 chg y/y

Energy deliveries (GWh) 582         543         7%
Revenue (C$/MWh) 132.30    119.71    11%
Energy supply costs (C$/MWh) 85.91      81.03      6%
Operating expenses (C$/MWh) 18.90      12.89      47%
Gross margin (C$/MWh) 27.49      25.78      7%
Earnings (C$millions) 6             3             100%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment declined by 13% compared to the same quarter last year. Aside 
from some regulatory matters discussed below, economic conditions were clearly reflected 
with a 20% decline in energy deliveries. On the regulatory front, the ongoing situation with 
Belize Electricity requires a degree of monitoring. In brief, the utility received an adverse 
regulatory decision relating to a rate application. Moreover, there have been changes to 
the electricity legislation in Belize that have been challenged by the Fortis-owned utility. 
The company stated  

“[t]he judicial process is ongoing with interim rulings, judgments and appeals. 
The timing or likely final outcome of the proceedings is indeterminable at this 
time. The Supreme Court of Belize issued an injunction against the 
Amendment until Belize Electricity’s appeal of the June 2008 Final Decision 
has been heard in court. The court appeal of the June 2008 Final Decision 
was called in early October 2009 but after considering some preliminary 
matters the trial judge postponed the case for a date to be determined. In 
addition, Belize Electricity’s appeal of the Supreme Court of Belize’s previous 
decision to uphold certain changes made in electricity legislation by the 
Government of Belize and the PUC was dismissed in June 2009.” 

See Exhibit 8 below for selected highlights. 

Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q4 2009 Q4 2008 chg y/y

Energy deliveries (GWh) 290         364         -20%
Revenue (C$/MWh) 293.10    436.81    -33%
Energy supply costs (C$/MWh) 172.41    299.45    -42%
Operating expenses (C$/MWh) 44.83      54.95      -18%
Gross margin (C$/MWh) 75.86      82.42      -8%
Earnings (C$millions) 7             8             -13%  

Source: Company data and Credit Suisse 

Also of note in Belize was the November 2009 Comision Federal de Electricidad (CFE) 
cancelation of a power supply contract with Belize Electricity for reasons of force majeure. 
CFE continues to supply Belize Electricity when power is available, however, enough in 
country generation exists without the external supply. 

Discouraging and declining 
energy deliveries 

Belize situation requires 
ongoing monitoring 
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Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland and Upper New York State. Earnings for the segment 
were lower by 63% from the current quarter compared to the same quarter last year. The 
decrease was primarily related to the loss in earnings from the expiration of the power-for-
water agreement related to the Rankine facility and the lower power pricing in Upper New 
York State and reduced Belize production. See the table below for selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q4 2009 Q4 2008 chg y/y

Energy deliveries (GWh) 87           312         -72%
Revenue (C$/MWh) 57.47      64.10      -10%
Energy supply costs (C$/MWh) -          3.21        -100%
Operating expenses (C$/MWh) 34.48      9.62        259%
Gross margin (C$/MWh) 22.99      51.28      -55%
Earnings (C$millions) 3             8             -63%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$5m up 
from C$4m in Q4 2008. REVPAR decreased to C$68.87 from C$72.86 for the comparable 
period last year. Additionally, the occupancy rate of the Real Estate Division was slightly 
down at 96.2% versus last year’s 96.8%. 

Corporate 

Corporate expenses declined to C$19 million in Q4 2009 from C$20m in Q4 2008.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

For 2009, Fortis had gross capital expenditures of C$1.024bn of which C$888m focused 
on regulated utilities. In 2010, Fortis guided to C$1.098bn of gross capital expenditures 
with C$974m of that total amount being allocated toward regulated utilities. The company 
continues to expect consolidated gross capital expenditures to approach C$5bn with 70% 
of that total amount being allocated to regulated utilities. Both FortisAlberta and ForitsBC 
will receive the vast majority of that amount; whereas, the regulated gas utilities are 
planned to receive 27% of the total capex amount. Given the regulated rates of return with 
utility capital expenditures, the increases should be viewed as longer-term positives 
provided an appropriate financial balance is struck.  

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee. Regardless of approach, we believe there are some rather simple 
ways for Fortis to increase existing returns. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 
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positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example and most recently, the allowed equity at Terasen Gas Inc. (TGI) was boosted 
from 35% to 40% effective January 1, 2010. In addition to that positive move for the equity 
base, the allowed return on equity for TGI increased from 8.47% to 9.5%. In a related 
judgment, Terasen Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. 
(TGWI) returns increased from 9.17% to 10%. Additionally, the British Columbia Utilities 
Commission (BCUC) held the former automatic adjustment mechanism for annual ROE 
determination would no longer apply. Also in BC, FortisBC obtained an increased allowed 
ROE from 8.87% to 9.9% that became effective on January 1, 2010. The upward bias in 
utility returns should be viewed positively. Clearly, many questions exist as to the methods 
for determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board regulated Trans-Quebec & Maritimes Pipeline decision (see file 
RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland and 
Labrador Board of Commissioners of Public Utilities (PUB) most recent decision increased 
the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. Additionally, 
in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 and 2012 
would be determined by an automated formula that will be subject to review in Q1 2010. 
We do not need to belabour all of the regulatory developments, however, we note that 
returns are slowly biasing to the upside. The only challenge with the upward bias is that it 
comes at a time of potentially rising interest rates. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on strategic opportunities to acquire regulated natural gas and 
electric utilities in the United States, Canada and the Caribbean. Fortis will also pursue 
growth in its non-regulated businesses in support of its regulated utility growth strategy.” 
Given the success of Fortis in past transactions, as measured in terms of financials, share 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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price and operationally, we believe the company's current valuation and skill set may lead 
to some potentially value creating acquisition activity (see Exhibit 10 below for select Fortis 
M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. At this time, we made several 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Neutral  

Target: C$30.00  
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adjustments to our financial model largely related to regulated returns. Accordingly, we 
revised our EPS estimate for 2010 and officially introduce a 2011 and 2012 estimates. 
Specifically, our old number was C$1.56 and our revised number is C$1.70 for 2010. Our 
2011 and 2012 estimates are C$1.80 and C$1.88 respectively. Our target price of 
C$30.00 and Neutral rating are obtained utilizing multiple valuation methodologies, 
including: a 17.0x P/E multiple of 2011 earnings; a 1.62x book value multiple; and, a DCF 
based valuation. We reiterate our Neutral rating. 

 

Companies Mentioned  (Price as of 04 Feb 10) 
Fortis Inc. (FTS.TO, C$27.76, NEUTRAL, TP C$30.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
3/16/07 27.15  NC  
12/4/07 27.04 32 N X 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30    

32

28
28

30

4-Dec-07

NNC

21

23

25

27

29

31

33

2/5/
07

4/5
/07

6/5/07
8/5

/07

10/5
/07

12
/5/

07
2/5/

08
4/5/08

6/5
/08

8/5/
08

10
/5/08

12/5
/08

2/5/
09

4/5/
09

6/5/09
8/5/

09

10/5
/09

12/5
/09

Closing Price Target Price Initiation/Assumption Rating

C$

 O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
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Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  42% (59% banking clients) 
Neutral/Hold*  42% (60% banking clients) 
Underperform/Sell*  14% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$30.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.0x our 2011 EPS (earnings per share) estimate of C$1.80 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 9.8x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$30.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 
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CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse 
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The 
Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity 
in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, 
Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2010 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. U.S. Disclosure: 
Credit Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should be 
aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this 
report as only a single factor in making their investment decision. 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE 

Shifting estimates 
■ Earnings shifts: For several reasons, we made a number of revisions to our 

Fortis Inc. financial model. Our changes focused on several changes ahead 
of the forthcoming Q1 results. We have not changed our annual earnings 
estimates, however, the dispersion of net earnings has changed through the 
quarters. The most significant change was a shift in earnings estimate for Q1 
2010 from C$0.69 to C$0.60 and for Q4 2010 from C$0.50 to C$0.54. For 
greater details, please refer to our Q1 2010 earnings preview entitled 
“Starting out 2010: Q1 earnings preview”. 

 
 

 Share price performance 
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On 04/23/10 the Canada S&P/TSX Composite Index index 
closed at 12239.64 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2009A 0.51 0.31 0.21 0.46 
2010E 0.60 0.31 0.25 0.54 
2011E 0.69 0.31 0.26 0.54  

 Financial and valuation metrics
 

Year 12/09A 12/10E 12/11E 12/12E
EPS (CS adj.) (C$) 1.49 1.70 1.80 1.88
Prev. EPS (C$) — — — —
P/E (x) 19.1 16.7 15.8 15.1
P/E rel. (%) 96.4 111.5 124.7 130.8
Revenue (C$ m) 3,637.0 3,868.1 4,039.5 4,192.7
EBITDA (C$ m) 1,065.0 1,177.8 1,251.4 1,310.1
OCFPS (C$) 3.42 3.59 3.76 3.94
P/OCF (x) 8.4 7.9 7.6 7.2
EV/EBITDA (current) 10.5 9.7 9.4 9.2
Net debt (C$ m) 5,830 6,051 6,389 6,693
ROIC (%) 22.69 22.07 21.92 21.83
  

Number of shares (m) 170.90 IC (12/10E, C$ m) 11,612.99
BV/share (current, C$) 17.2 EV/IC (x) 0.98
Net debt (current, C$ m) 5,830.0 Dividend (current, C$) 1.12
Net debt/tot. cap. (%)(current, 

)
64.6 Dividend yield (%) 3.9 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (23 Apr 10, C$) 28.43 
Target price (C$) 30.00¹ 
52-week price range 29.12 - 22.15 
Market cap. (C$ m) 4,858.69 
Enterprise value (C$ m) 11,394.32  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Andrew M. Kuske 
416 352 4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 
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Companies Mentioned  (Price as of 23 Apr 10) 
Fortis Inc. (FTS.TO, C$28.43, NEUTRAL, TP C$30.00) 
 
 

 
Disclosure Appendix 

Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 
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12/4/07 27.04 32 N X 
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   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  44% (61% banking clients) 
Neutral/Hold*  42% (60% banking clients) 
Underperform/Sell*  13% (55% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$30.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.0x our 2011 EPS (earnings per share) estimate of C$1.80 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 9.8x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$30.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
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Fortis Inc. (FTS.TO) 
FORECAST REDUCTION 

Continuing capital expenditures 
■ Earnings review: Fortis reported Q1 2010 EPS (FD) of C$0.56 that missed 

our C$0.60 estimate and that of the Street’s view of C$0.586 and the low 
end of the C$0.55-C$0.68 range. The miss versus ours was based on 
several factors such as lower earnings from Newfoundland Power and the 
Caribbean. We do not place undue emphasis on quarterly results in much of 
our universe as a result of the inherently long-cycle nature of many assets. 
Despite the slight quarterly miss, our focus is largely upon the company’s 
continuing significant regulated capital plan and the positive upward bias to 
regulated returns. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a robust outlook for its utility capital program. The company expects 
consolidated gross capital expenditures to be nearly C$1.1bn for 2010 and 
about C$5bn over the next five years. Roughly 70% of the total amount is 
targeted to come from regulated electric utilities and 27% allocated to the 
Terasen Gas entities. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for various acquisition 
opportunities. 

■ Valuation: As a result of the quarter, we revised our EPS estimates for 2010 
from C$1.70 to C$1.68. Our C$30.00 target price and Neutral rating are 
obtained utilizing multiple valuation methodologies, including: a 17.0x P/E 
multiple of 2011 earnings; a 1.63x book value multiple; and, a DCF based 
valuation. We reiterate our Neutral rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2009A 0.51 0.31 0.21 0.46 
2010E 0.56 0.32 0.25 0.54 
2011E 0.69 0.31 0.27 0.53  

 Financial and valuation metrics
 

Year 12/09A 12/10E 12/11E 12/12E
EPS (CS adj.) (C$) 1.49 1.68 1.80 1.88
Prev. EPS (C$) — 1.70 — —
P/E (x) 18.8 16.7 15.6 14.9
P/E rel. (%) 95.4 112.1 123.3 129.3
Revenue (C$ m) 3,637.0 3,658.0 3,928.2 4,077.5
EBITDA (C$ m) 1,065.0 1,152.3 1,227.8 1,286.7
OCFPS (C$) 3.42 3.86 3.75 3.92
P/OCF (x) 8.4 7.3 7.5 7.1
EV/EBITDA (current) 10.5 9.8 9.5 9.3
Net debt (C$ m) 5,830 5,734 6,077 6,387
ROIC (%) 22.69 20.75 21.34 21.23
  

Number of shares (m) 172.17 IC (12/10E, C$ m) 11,523.93
BV/share (current, C$) 17.3 EV/IC (x) 0.98
Net debt (current, C$ m) 5,573.0 Dividend (current, C$) 1.12
Net debt/tot. cap. (%)(current, 

)
63.4 Dividend yield (%) 4.0 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (30 Apr 10, C$) 28.05 
Target price (C$) 30.00¹ 
52-week price range 29.12 - 22.15 
Market cap. (C$ m) 4,829.34 
Enterprise value (C$ m) 11,281.55  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Fortis reported Q1 2010 EPS (FD) of C$0.56 that missed our C$0.60 estimate and that of 
the Street’s view of C$0.586 and the low end of the C$0.55-C$0.68 range. The miss 
versus ours was based on several factors such as lower earnings from Newfoundland 
Power and the Caribbean. We do not place undue emphasis on quarterly results in much 
of our universe as a result of the inherently long-cycle nature of many assets. Despite the 
slight quarterly miss, our Fortis focus is largely upon the continuing significant regulated 
capital plan and the positive upward bias to regulated returns. This research note is 
divided into three parts: (a) results; (b) outlook; and, (c) valuation. Each of these areas will 
be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q1 2010 Q1 2009 chg y/y
Regulated Gas Utilities - Canadian 73 58 26%
Regulated Electric Utilities - Canadian 40 37 8%
Regulated Electric Utilities - Caribbean 4 6 -33%
Non-regulated - Fortis Generation 2 6 -67%
Non-regulated - Fortis Properties 2 2 0%
Corporate and other (21) (17) -24%
Net earnings applicable to common shares 100 92 9%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment increased by roughly 26% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities, include: 

■ Net customer additions were 1,566 during Q1 2010 versus net addition of 2,256 during 
Q1 2009; 

■ The amount of additions declined versus Q1 2009 due to customer disconnections 
because of warmer weather and the growth of multi-family housing where natural gas 
is use less compared to single-family housing; and, 

■ Sales volumes across customer classes declined as did transportation volumes. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q1 2010 Q1 2009 chg y/y

Terasen Gas 73.0        58.0        26%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

An earnings miss 
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Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q1 2010 Q1 2009 chg y/y
FortisBC 14           14           0%
FortisAlberta 14           12           17%
Newfoundland Power 7             6             17%
Other Cdn Electric Utilities 5             5             0%
Earnings 40           37           8%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC was flat compared to the same period last year. See 
Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q1 2010 Q1 2009 chg y/y

Energy deliveries (GWh) 820         903         -9%
Revenue (C$/MWh) 87.80      79.73      10%
Energy supply costs (C$/MWh) 25.61      24.36      5%
Operating expenses (C$/MWh) 20.73      18.83      10%
Gross margin (C$/MWh) 41.46      36.54      13%
Earnings (C$millions) 14           14           0%  

Source: Company data and Credit Suisse  

FortisAlberta 

Earnings at this regulated utility increased by approximately 17% comparing Q1 2010 
versus the prior period which was largely the result of an increased capital base and 
improved regulated returns. See Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q1 2010 Q1 2009 chg y/y

Energy deliveries (GWh) 4,109      4,152      -1%
Revenue (C$/MWh) 21.17      19.03      11%
Operating expenses (C$/MWh) 8.52        8.19        4%
Gross margin (C$/MWh) 12.66      10.84      17%
Earnings (C$millions) 14           12           17%  

Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings generation increased by roughly 17% comparing Q1 2010 versus 
Q1 2009. Energy deliveries were up slightly by approximately 2% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q1 2010 Q1 2009 chg y/y

Energy deliveries (GWh) 1,795      1,763      2%
Revenue (C$/MWh) 99.16      95.86      3%
Energy supply costs (C$/MWh) 72.98      72.04      1%
Operating expenses (C$/MWh) 8.91        7.94        12%
Gross margin (C$/MWh) 17.27      15.88      9%
Earnings (C$millions) 7             6             17%  

Source: Company data, Credit Suisse estimates 

Decrease energy deliveries 
in BC 

Slight decrease in energy 
delivery in Alberta 

Slight increase in NP’s 
energy deliveries 
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Other Canadian Electric Utilities 

The roughly 3% increase in energy deliveries was the result of the Algoma Power Inc. 
acquisition (previously Great Lakes Power Distribution Inc.). Without that acquisition, 
energy deliveries actually decreased by 6.2% year over year. Exhibit 7 contains selected 
highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q1 2010 Q1 2009 chg y/y

Energy deliveries (GWh) 632         616         3%
Revenue (C$/MWh) 129.75    115.26    13%
Energy supply costs (C$/MWh) 83.86      76.30      10%
Operating expenses (C$/MWh) 17.41      12.99      34%
Gross margin (C$/MWh) 28.48      25.97      10%
Earnings (C$millions) 5             5             0%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment declined by roughly 33% compared to the same quarter last 
year. Notably, energy deliveries increased by 4% on a year-over-year comparison. Aside 
from some regulatory matters discussed below, economic conditions may have 
stabilized/improved with a “relatively strong winter tourist season experienced in the Turks 
and Caicos Islands in 2010”. On the regulatory front, the ongoing situation with Belize 
Electricity requires a degree of monitoring. In brief, the utility received an adverse 
regulatory decision relating to a rate application. Moreover, there have been changes to 
the electricity legislation in Belize that have been challenged by the Fortis-owned utility. 
The company stated  

“Changes made in electricity legislation by the Government of Belize and the 
PUC, and the PUC’s June 2008 Final Decision on Belize Electricity’s 
2008/2009 Rate Application and the PUC’s amendment to the June 2008 
Final Decision (the “Amendment”), which were based on the changed 
legislation, have been judicially challenged by Belize Electricity in several 
proceedings. The judicial process is ongoing with interim rulings, judgments 
and appeals. The timing or likely final outcome of the proceedings is 
indeterminable at this time. In 2009, the Supreme Court of Belize issued an 
injunction against the Amendment until Belize Electricity’s appeal of the June 
2008 Final Decision has been heard in court. The court appeal of the June 
2008 Final Decision was called in early October 2009 but, after considering 
some preliminary matters, the trial judge postponed the case for a date to be 
determined.” 

“In April 2010, Belize Electricity filed its annual tariff review proceeding 
application for the annual tariff period from July 1, 2010 through June 30, 
2011. The application requests changes to various components of the 
electric rate, while maintaining the average electricity rate at BZ44.1 cents 
per kWh.” 

See Exhibit 8 below for selected highlights. 

Increased in energy 
deliveries 

Belize situation requires 
ongoing monitoring 
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Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q1 2010 Q1 2009 chg y/y

Energy deliveries (GWh) 256         247         4%
Revenue (C$/MWh) 296.88    336.03    -12%
Energy supply costs (C$/MWh) 175.78    186.23    -6%
Operating expenses (C$/MWh) 46.88      56.68      -17%
Gross margin (C$/MWh) 74.22      93.12      -20%
Earnings (C$millions) 4             6             -33%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland and Upper New York State. Earnings for the segment 
were lower by 67% from the current quarter compared to the same quarter last year. The 
decrease was primarily related to the loss in earnings from the expiration of the power-for-
water agreement related to the Rankine facility and the reduced Belize production. See the 
table below for selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q1 2010 Q1 2009 chg y/y

Energy deliveries (GWh) 64           257         -75%
Revenue (C$/MWh) 78.13      62.26      25%
Energy supply costs (C$/MWh) -          3.89        -100%
Operating expenses (C$/MWh) 31.25      15.56      101%
Gross margin (C$/MWh) 46.88      42.80      10%
Earnings (C$millions) 2             6             -67%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$2m which 
is similar to earnings in Q1 2009. REVPAR decreased to C$62.93 from C$64.40 for the 
comparable period last year. Additionally, the occupancy rate of the Real Estate Division 
was slightly down at 95.8% versus last year’s 96.0%. 

Corporate 

Corporate expenses increased to C$21 million in Q1 2010 from C$17m in Q1 2009.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$188 
million, of which C$182 million was spent at regulated utilities. Fortis maintains that capital 
expenditures for 2010 will be approximately C$1.1 billion, a roughly 7% increase from 
2008’s C$1.024 billion. A majority of the total will be spent on Western Canadian assets 
(Terasen Gas, FortisAlberta, and FortisBC). The company’s expectations continue to be 
for consolidated gross capital expenditures over 5 years (2010-2014) approaching C$5bn 
with 70% of that total amount being allocated to regulated utilities. Both FortisAlberta and 
ForitsBC will receive the vast majority of that amount; whereas, the regulated gas utilities 
are planned to receive 27% of the total capex amount. Three percent is expected to be at 
the non-regulated operations. Given the regulated rates of return with utility capital 
expenditures, the increases should be viewed as longer-term positives provided an 
appropriate financial balance is struck.  

Ongoing organic growth 
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With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example, the allowed equity at Terasen Gas Inc. (TGI) was boosted from 35% to 40% 
effective January 1, 2010. In addition to that positive move for the equity base, the allowed 
return on equity for TGI increased from 8.47% to 9.50%. In a related judgment, Terasen 
Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI) returns 
increased from 9.17% to 10%. Additionally, the British Columbia Utilities Commission 
(BCUC) held the former automatic adjustment mechanism for annual ROE determination 
would no longer apply. Also in BC, FortisBC obtained an increased allowed ROE from 
8.87% to 9.90% that became effective on January 1, 2010. The upward bias in utility 
returns should be viewed positively. Clearly, many questions exist as to the methods for 
determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board regulated Trans-Quebec & Maritimes Pipeline decision (see file 
RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland and 
Labrador Board of Commissioners of Public Utilities (PUB) most recent decision increased 
the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. Additionally, 
in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 and 2012 
would be determined by an automated formula that will be subject to review in Q1 2010. 
We do not need to belabour all of the regulatory developments, however, we note that 
returns are slowly biasing to the upside. The only challenge with the upward bias is that it 
comes at a time of potentially rising interest rates. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on strategic opportunities to acquire regulated electric and 
natural gas electric utilities in the United States, Canada and the Caribbean. Fortis will 
also pursue growth in its non-regulated businesses in support of its regulated utility growth 
strategy.” Given the success of Fortis in past transactions, as measured in terms of 
financials, share price and operationally, we believe the company's current valuation and 
skill set may lead to some potentially value creating acquisition activity (see Exhibit 10 
below for select Fortis M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 
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■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. At this time, we made several 
adjustments to our financial model after the quarter. Accordingly, we revised our EPS 
estimate for 2010 to C$1.68 from C$1.70. Our target price of C$30.00 and Neutral rating 
are obtained utilizing multiple valuation methodologies, including: a 17.0x P/E multiple of 
2011 earnings; a 1.63x book value multiple; and, a DCF based valuation. We reiterate our 
Neutral rating. 

 

Companies Mentioned  (Price as of 30 Apr 10) 
Fortis Inc. (FTS.TO, C$28.05, NEUTRAL, TP C$30.00) 
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revenues, a portion of which are generated by Credit Suisse's investment banking activities. 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 
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Target: C$30.00  
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FORECAST REDUCTION    

Ongoing organic growth 
■ Earnings review: Fortis reported Q2 2010 EPS (FD) of C$0.32 that met our 

and the Street’s C$0.32 estimate and within the C$0.30-C$0.34 range. In 
our view, Fortis continues to make steady progress in delivering a relatively 
consistent and predictable set of financial results from a largely regulated 
asset base. Accordingly, we do not place undue emphasis on quarterly 
results in much of our universe as a result of the inherently long-cycle nature 
of many assets. For Fortis, we continue to focus our analytical efforts on the 
ongoing significant regulated capital plan along with the positive upward bias 
to regulated returns. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a robust outlook for its utility capital program. The company expects 
consolidated gross capital expenditures to be roughly C$1.1bn for 2010 and 
about C$5bn over the next five years. Roughly 71% of the total amount is 
targeted to come from regulated electric utilities and 27% allocated to the 
Terasen Gas entities. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for various acquisition 
opportunities. 

■ Valuation: As a result of the quarter, we slightly revised our EPS estimates 
for 2011 and 2012 to C$1.79 and C$1.87 respectively from C$1.80 and 
C$1.88. Our C$30.00 target price and Neutral rating are obtained utilizing 
multiple valuation methodologies, including: a 17.0x P/E multiple of 2011 
earnings; a 1.62x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 

23
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Daily Aug 03, 2009 - Jul 30, 2010, 8/03/09 = C$25.46

Price Indexed Price Relative

On 07/30/10 the Canada S&P/TSX Composite Index index 
closed at 11713.43 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2009A 0.51 0.31 0.21 0.46 
2010E 0.56 0.32 0.25 0.54 
2011E 0.69 0.31 0.26 0.53  

 Financial and valuation metrics 
 

Year 12/09A 12/10E 12/11E 12/12E 
EPS (CS adj.) (C$) 1.49 1.68 1.79 1.87 
Prev. EPS (C$) — — 1.80 1.88 
P/E (x) 19.4 17.2 16.1 15.4 
P/E rel. (%) 101.6 119.2 131.7 138.1 
Revenue (C$ m) 3,637.0 3,731.7 3,928.2 4,077.5 
EBITDA (C$ m) 1,065.0 1,160.6 1,227.8 1,286.7 
OCFPS (C$) 3.42 4.15 3.74 3.91 
P/OCF (x) 8.4 6.9 7.7 7.4 
EV/EBITDA (current) 10.6 9.8 9.6 9.4 
Net debt (C$ m) 5,830 5,716 6,061 6,371 
ROIC (%) 22.69 21.32 21.26 21.15 
  

Number of shares (m) 172.17  IC (12/10E, C$ m) 11,571.09 
BV/share (current, C$) 17.4  EV/IC (x) 0.99 
Net debt (current, C$ m) 5,671.0  Dividend (current, C$) 1.12 
Net debt/tot. cap. (%)(current, 
%) 

63.6  Dividend yield (%) 3.9  
  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (04 Aug 10, C$) 28.84 
Target price (C$) 30.00¹ 
52-week price range 29.41 - 24.63 
Market cap. (C$ m) 4,965.35 
Enterprise value (C$ m) 11,405.00  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Fortis reported Q2 2010 EPS (FD) of C$0.32 that met our and the Street’s C$0.32 
estimate and within the C$0.30-C$0.34 range. We do not place undue emphasis on 
quarterly results in much of our universe as a result of the inherently long-cycle nature of 
many assets. Our focus is largely upon the company’s continuing significant regulated 
capital plan and the positive upward bias to regulated returns. This research note is 
divided into three parts: (a) results; (b) outlook; and, (c) valuation. Each of these areas will 
be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q2 2010 Q2 2009 chg y/y
Regulated Gas Utilities - Canadian 17 14 21%
Regulated Electric Utilities - Canadian 40 39 3%
Regulated Electric Utilities - Caribbean 7 7 0%
Non-regulated - Fortis Generation 3 3 0%
Non-regulated - Fortis Properties 8 8 0%
Corporate and other (20) (18) -11%
Net earnings applicable to common shares 55 53 4%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment increased by roughly 21% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities, include: 

■ Net customer additions were 1,829 during H1 2010 versus net addition of 1,068 during 
H1 2009; 

■ The amount of customer additions increased versus H1 2009 due to lower customer 
disconnections because of cooler weather and the growth of multi-family housing; and, 

■ Sales volumes increased for the Core-Residential and Commercial and decreased for 
the Industrial segment. Transportation volumes as increased. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q2 2010 Q2 2009 chg y/y

Terasen Gas 17.0        14.0        21%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment consists of operating companies such as FortisBC, FortisAlberta, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

Meeting expectations 
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Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q2 2010 Q2 2009 chg y/y
FortisBC 8             7             14%
FortisAlberta 17           17           0%
Newfoundland Power 11           11           0%
Other Cdn Electric Utilities 4             4             0%
Earnings 40           39           3%  

Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC increased by 14% compared to the same period last year. 
The increase was due to a 6.0% increase in customer electricity rates starting in January 
2010 and increased in PBR incentive adjustments and pole-attachment revenue. See 
Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q2 2010 Q2 2009 chg y/y

Energy deliveries (GWh) 670         675         -1%
Revenue (C$/MWh) 88.06      81.48      8%
Energy supply costs (C$/MWh) 19.40      19.26      1%
Operating expenses (C$/MWh) 28.36      25.19      13%
Gross margin (C$/MWh) 40.30      37.04      9%
Earnings (C$millions) 8             7             14%  

Source: Company data and Credit Suisse  

FortisAlberta 

Earnings at this regulated utility were flat comparing Q2 2010 versus the prior period. See 
Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q2 2010 Q2 2009 chg y/y

Energy deliveries (GWh) 3,724      3,765      -1%
Revenue (C$/MWh) 24.70      21.51      15%
Operating expenses (C$/MWh) 9.67        8.23        17%
Gross margin (C$/MWh) 15.04      13.28      13%
Earnings (C$millions) 17           17           0%  

Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings generation was flat when comparing Q2 2010 versus Q2 2009. 
Energy deliveries were up by approximately 4% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q2 2010 Q2 2009 chg y/y

Energy deliveries (GWh) 1,220      1,177      4%
Revenue (C$/MWh) 103.28    101.10    2%
Energy supply costs (C$/MWh) 61.48      59.47      3%
Operating expenses (C$/MWh) 12.30      11.05      11%
Gross margin (C$/MWh) 29.51      30.59      -4%
Earnings (C$millions) 11           11           0%  

Source: Company data, Credit Suisse estimates 

Slight decrease in energy 
deliveries in BC 

Slight decrease in energy 
delivery in Alberta 

Increase in NP’s energy 
deliveries 
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Other Canadian Electric Utilities 

The roughly 11% increase in energy deliveries was the result of the Algoma Power Inc. 
acquisition (previously Great Lakes Power Distribution Inc.). Without that acquisition, 
energy deliveries increased by 2.9% year over year. Exhibit 7 contains selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted) 
Q2 2010 Q2 2009 chg y/y

Energy deliveries (GWh) 535         483         11%
Revenue (C$/MWh) 140.19    134.58    4%
Energy supply costs (C$/MWh) 85.98      82.82      4%
Operating expenses (C$/MWh) 20.56      18.63      10%
Gross margin (C$/MWh) 33.64      33.13      2%
Earnings (C$millions) 4             4             0%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment were flat compared to the same quarter last year. Notably, 
energy deliveries increased by 6% on a year-over-year basis. Aside from some regulatory 
matters discussed below, economic conditions may have stabilized/improved with a 
“[i]mproving tourism activity in the Turks and Caicos Islands”. On the regulatory front, the 
ongoing situation with Belize Electricity requires a degree of monitoring. In brief, the utility 
received an adverse regulatory decision relating to a rate application. Moreover, there 
have been changes to the electricity legislation in Belize that have been challenged by the 
Fortis-owned utility. The company stated  

“Changes made in electricity legislation by the Government of Belize and the 
PUC, and the PUC’s June 2008 Final Decision on Belize Electricity’s 
2008/2009 Rate Application and the PUC’s amendment to the June 2008 
Final Decision, which were based on the changed legislation, have been 
judicially challenged by Belize Electricity in several proceedings. The judicial 
process is ongoing with interim rulings, judgments and appeals. The timing 
or likely final outcome of the proceedings is indeterminable at this time. In 
response to an application from Belize Electricity, the Supreme Court of 
Belize issued an order in June 2010 prohibiting the PUC from carrying out 
any rate-setting review proceedings, changing any rates and taking any 
enforcement or penal steps against Belize Electricity until further order of the 
Supreme Court.” 

“As a result of the regulatory’s Final Decision on Belize Electricity’s 
2008/2009 Rate Application in June 2008, Belize Electricity does not meet 
certain debt covenant financial ratios related to loans with the International 
bank for Reconstruction and Development and the Caribbean Development 
Bank totalling $6 million (BZ$11 million) as at June 30, 2010.” 

Fortis Turks and Caicos, received on June 2010 notice from the Governor of the Turks and 
Caicos Islands that the company’s electricity rate review filing was not accepted, “because 
of concern of the impact that the proposed rate increase might have on key sectors of the 
Island’s economy.” The company stated that it is, “continuing discussions with the 
Government and has requested the Governor to appoint an outside, independent 
consultant to review the filing and the current rate setting mechanism and make 
recommendations regarding both.” 

See Exhibit 8 below for selected highlights. 

Increased in energy 
deliveries 

Belize situation requires 
ongoing monitoring 
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Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q2 2010 Q2 2009 chg y/y

Energy deliveries (GWh) 307         290         6%
Revenue (C$/MWh) 270.36    282.76    -4%
Energy supply costs (C$/MWh) 153.09    151.72    1%
Operating expenses (C$/MWh) 35.83      48.28      -26%
Gross margin (C$/MWh) 81.43      82.76      -2%
Earnings (C$millions) 7             7             0%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were flat from the current quarter compared to the same quarter last year. 
Energy deliveries decreased by 36% from Q2 2009 to Q2 2010 due to the expiration of the 
water rights of Rankine hydro facility and lower production in Upper New York State due to 
low rainfall. See the table below for selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q2 2010 Q2 2009 chg y/y

Energy deliveries (GWh) 90           141         -36%
Revenue (C$/MWh) 88.89      63.83      39%
Energy supply costs (C$/MWh) 11.11      7.09        57%
Operating expenses (C$/MWh) 22.22      14.18      57%
Gross margin (C$/MWh) 55.56      42.55      31%
Earnings (C$millions) 3             3             0%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$8m which 
is similar to earnings in Q2 2009. REVPAR slightly increased to C$83.77 from C$83.15 for 
the comparable period last year. Additionally, the occupancy rate of the Real Estate 
Division was slightly down at 94.8% versus last year’s 95.9%. 

Corporate 

Corporate expenses increased to C$20 million in Q2 2010 from C$18m in Q2 2009.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$244 
million, of which C$237 million was spent at regulated utilities. Fortis maintains that capital 
expenditures for 2010 will be roughly C$1.1 billion. A majority of the total will be spent on 
Western Canadian assets (Terasen Gas, FortisAlberta, and FortisBC). The company’s 
expectations continue to be for consolidated gross capital expenditures over 5 years 
(2010-2014) approaching C$5bn with 71% of that total amount being allocated to 
regulated utilities. Both FortisAlberta and ForitsBC will receive the vast majority of that 
amount; whereas, the regulated gas utilities are planned to receive 27% of the total capex 
amount. Three percent is expected to be at the non-regulated operations. Given the 
regulated rates of return with utility capital expenditures, the increases should be viewed 
as longer-term positives provided an appropriate financial balance is struck.  

Ongoing organic growth 
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With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example, the allowed equity at Terasen Gas Inc. (TGI) was boosted from 35% to 40% 
effective January 1, 2010. In addition to that positive move for the equity base, the allowed 
return on equity for TGI increased from 8.47% to 9.50%. In a related judgment, Terasen 
Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI) returns 
increased from 9.17% to 10%. Additionally, the British Columbia Utilities Commission 
(BCUC) held the former automatic adjustment mechanism for annual ROE determination 
would no longer apply. Also in BC, FortisBC obtained an increased allowed ROE from 
8.87% to 9.90% that became effective on January 1, 2010. The upward bias in utility 
returns should be viewed positively. Clearly, many questions exist as to the methods for 
determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board regulated Trans-Quebec & Maritimes Pipeline decision (see file 
RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland and 
Labrador Board of Commissioners of Public Utilities (PUB) most recent decision increased 
the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. Additionally, 
in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 and 2012 
would be determined by an automated formula that will be subject to review in Q1 2010. 
We do not need to belabour all of the regulatory developments, however, we note that 
returns are slowly biasing to the upside. The only challenge with the upward bias is that it 
comes at a time of potentially rising interest rates. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “The Corporation continues to pursue acquisitions for 
profitable growth, focusing on strategic opportunities to acquire regulated electric and 
natural gas electric utilities in the United States, Canada and the Caribbean. Fortis will 
also pursue growth in its non-regulated businesses in support of its regulated utility growth 
strategy.” Given the success of Fortis in past transactions, as measured in terms of 
financials, share price and operationally, we believe the company's current valuation and 
skill set may lead to some potentially value creating acquisition activity (see Exhibit 10 
below for select Fortis M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD      

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 
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■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. At this time, we made several 
adjustments to our financial model after the quarter. Accordingly, we slightly revised our 
EPS estimate for 2011 and 2012 to C$1.69 and C$1.87 respectively from C$1.70 and 
C$1.88. We outline our valuation methodology below, however, we believe it is useful to 
consider the historic yield spread analysis for Fortis as previously published in the 27 July 
2010 report “Canadian Equity Strategy: Delightful dividend deviations”. 

Exhibit 11: Fortis Inc. 
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Source: Bloomberg and Credit Suisse 

As illustrated above, at the time of that publication, the stock was trading nearly two-
standard deviations wide from the historic dividend yield spread. Finally, our target price of 
C$30.00 and Neutral rating are obtained utilizing multiple valuation methodologies. Our 
approaches include: a 17.0x P/E multiple of 2011 earnings; a 1.62x book value multiple; 
and, a DCF based valuation. We reiterate our Neutral rating. 

 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Neutral  

Target: C$30.00  
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Companies Mentioned  (Price as of 04 Aug 10) 
Fortis Inc. (FTS.TO, C$28.84, NEUTRAL, TP C$30.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
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  O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  47% (63% banking clients) 
Neutral/Hold*  40% (60% banking clients) 
Underperform/Sell*  12% (52% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$30.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.0x our 2011 EPS (earnings per share) estimate of C$1.79 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 9.8x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$30.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE    

Working Waneta 
■ Hydro highlights: Fortis Inc. announced the development of a new 335MW 

hydroelectric facility (Waneta Expansion) situated near the Waneta Dam with 
Columbia Power Corporation and Columbia Basin Trust (both 100% owned 
by the Government of British Columbia). The total capital cost is expected to 
be roughly C$900m with Fortis owning 51% of the Waneta Expansion and 
being responsible for operations. In our view, this investment is positive for 
several reasons, including the capacity shortfall issues at FortisBC.  

■ Selected details: Some highlights include: (a) the hydro facility will not be 
part of regulated rate base; (b) in-service date is expected to be in the spring 
of 2015; (c) target returns are anticipated to be higher than regulated assets; 
(d) under the Canal Plant Agreement, the Waneta Expansion will receive 
fixed energy and capacity payments based upon long-term hydrology which 
minimizes shorter-term hydrology risk; (e) BC Hydro will buy power under a 
long-term agreement and excess power, subject to regulatory approval, will 
be sold to FortisBC; (f) FTS consolidated capex over the next five years will 
increase by 10% to roughly C$5.5b; and, (g) initially, credit facilities will fund 
the project, however, debt and equity will form the permanent financing. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for various acquisition 
opportunities. 

■ Valuation: Our C$30.00 target price and Neutral rating are obtained utilizing 
multiple valuation methodologies, including: a 17.0x P/E multiple of 2011 
earnings; a 1.62x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 

23
25
27
29

Aug-09 Dec-09 Apr-10

Daily  Aug 26, 2009 - Aug 25, 2010, 8/26/09 = C$25.01

Price Indexed Price Relative

On 08/25/10 the Canada S&P/TSX Composite Index index 
closed at 11648.12 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2009A 0.51 0.31 0.21 0.46 
2010E 0.56 0.32 0.25 0.54 
2011E 0.69 0.31 0.26 0.53  

 Financial and valuation metrics 
 

Year 12/09A 12/10E 12/11E 12/12E 
EPS (CS adj.) (C$) 1.49 1.68 1.79 1.87 
Prev. EPS (C$) — — — — 
P/E (x) 19.6 17.4 16.3 15.6 
P/E rel. (%) 103.9 121.9 134.7 141.3 
Revenue (C$ m) 3,637.0 3,731.7 3,928.2 4,077.5 
EBITDA (C$ m) 1,065.0 1,160.6 1,227.8 1,286.7 
OCFPS (C$) 3.42 4.15 3.74 3.91 
P/OCF (x) 8.4 7.0 7.8 7.5 
EV/EBITDA (current) 10.6 9.9 9.6 9.4 
Net debt (C$ m) 5,830 5,716 6,061 6,371 
ROIC (%) 22.69 21.32 21.26 21.15 
  

Number of shares (m) 172.17  IC (12/10E, C$ m) 11,571.09 
BV/share (current, C$) 17.4  EV/IC (x) 0.99 
Net debt (current, C$ m) 5,671.0  Dividend (current, C$) 1.12 
Net debt/tot. cap. (current, %) 63.6  Dividend yield (%) 3.8 
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (25 Aug 10, C$) 29.16 
Target price (C$) 30.00¹ 
52-week price range 29.41 - 24.63 
Market cap. (C$ m) 5,020.45 
Enterprise value (C$ m) 11,460.09  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 25 Aug 10) 
Fortis Inc. (FTS.TO, C$29.16, NEUTRAL, TP C$30.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:25 PM Fortis Inc {Inv. Relations}



 26 August 2010 

Fortis Inc. (FTS.TO) 3 

Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  46% (62% banking clients) 
Neutral/Hold*  40% (60% banking clients) 
Underperform/Sell*  11% (53% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$30.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow. 
Our target price implies a P/E (price/earnings) multiple of 17.0x our 2011 EPS (earnings per share) estimate of C$1.79 and an EV/EBITDA 
(enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 9.8x our EBITDA estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$30.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Mexico by Banco Credit 
Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit Suisse Securities 
(Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The Financial 
Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the 
relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) 
Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei 
Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by 
Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the Head of 
Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2010 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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Fortis Inc. (FTS.TO) 
INCREASE TARGET PRICE    

Oodles of organic opportunity 
■ Earnings review: Fortis reported Q3 2010 headline EPS (FD) of C$0.26 

and a CS calculated adjusted figure of C$0.25 for a regulatory reversal. The 
adjusted figure was largely in line with our C$0.25 estimate, but higher than 
the Street’s C$0.241 view and within the C$0.23-C$0.26 range. In our view, 
Fortis continues to make steady progress in delivering a relatively consistent 
and predictable set of financial results from a largely regulated asset base. 
Accordingly, we do not place undue emphasis on quarterly results in much 
of our universe as a result of the inherently long-cycle nature of many assets. 
For Fortis, we continue to focus on the ongoing significant regulated capital 
plan along with the positive upward bias to regulated returns. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a robust outlook for its utility capital program. The company expects 
consolidated gross capital expenditures to be roughly C$1.1bn for 2010 and 
about C$5.5bn over the next five years which is roughly C$500m more than 
announced in Q2 1010 with 84% of that total amount going to utility activity. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for various acquisition 
opportunities. 

■ Valuation: In light of the current interest rate environment, we have slightly 
adjusted our target price to C$32.00 from the previous C$30.00. That target 
price is obtained utilizing multiple valuation methodologies, including: an 
18.0x P/E multiple of 2011 earnings; a 1.76x book value multiple; and, a 
DCF based valuation. We reiterate our Neutral rating. 

 
 

 Share price performance 
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closed at 12878.79 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2009A 0.51 0.31 0.21 0.46 
2010E 0.56 0.32 0.25 0.54 
2011E 0.70 0.30 0.26 0.53  

 Financial and valuation metrics 
 

Year 12/09A 12/10E 12/11E 12/12E 
EPS (CS adj.) (C$) 1.49 1.67 1.79 1.87 
Prev. EPS (C$) — 1.68 — — 
P/E (x) 22.3 19.9 18.6 17.8 
P/E rel. (%) 107.2 126.4 139.7 146.4 
Revenue (C$ m) 3,637.0 3,781.0 3,969.2 4,128.9 
EBITDA (C$ m) 1,065.0 1,178.0 1,229.0 1,290.4 
OCFPS (C$) 3.33 4.00 3.67 3.84 
P/OCF (x) 8.6 8.3 9.1 8.7 
EV/EBITDA (current) 11.8 10.9 10.7 10.5 
Net debt (C$ m) 5,830 5,882 6,231 6,546 
ROIC (%) 5.36 5.27 5.12 5.18 
  

Number of shares (m) 187.40  IC (12/10E, C$ m) 11,687.63 
BV/share (current, C$) 18.8  EV/IC (x) 1.1 
Net debt (current, C$ m) 5,811.0  Dividend (current, C$) 1.12 
Net debt/tot. cap. (current, %) 59.4  Dividend yield (%) 3.4  

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (05 Nov 10, C$) 33.26 
Target price (C$) (from 30.00) 32.00¹ 
52-week price range 33.26 - 25.40 
Market cap. (C$ m) 6,232.92 
Enterprise value (C$ m) 12,838.27  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Paul Tan 
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paul.tan@credit-suisse.com 

 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:26 PM Fortis Inc {Inv. Relations}



 08 November 2010 

Fortis Inc. (FTS.TO) 2 

Fortis reported Q3 2010 headline EPS (FD) of C$0.26 and a CS calculated adjusted figure 
of C$0.25 for a regulatory reversal. The adjusted figure was largely in line with our C$0.25 
estimate, but higher than the Street’s C$0.241 view and within the C$0.23-C$0.26 range. 
The adjusted figure excluded the C$4m related to BCUC’s approved reversal of certain 
cost overruns in Q4 2009. We do not place undue emphasis on quarterly results in much 
of our universe as a result of the inherently long-cycle nature of many assets. Our focus is 
largely upon the company’s continuing significant regulated capital plan and the positive 
upward bias to regulated returns. 

This research note is divided into three parts: (a) results; (b) outlook; and, (c) valuation. 
Each of these areas will be addressed in greater detail below. 

 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q3 2010 Q3 2009 chg y/y
Regulated Gas Utilities - Canadian (5) (3) -67%
Regulated Electric Utilities - Canadian 43 36 19%
Regulated Electric Utilities - Caribbean 8 7 14%
Non-regulated - Fortis Generation 9 4 125%
Non-regulated - Fortis Properties 9 9 0%
Corporate and other (19) (17) -12%
Net earnings applicable to common shares 45 36 25%  
Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment decreased by roughly 67% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities, include: 

■ Net customer additions were 3,460 during 9M 2010 versus net addition of 743 during 
9M 2009; 

■ The amount of customer additions increased versus 9M 2009 due increased building 
activity, customer reconnections because of cooler weather in Q3 2010 versus Q3 
2009; and, 

■ Sales volumes increased for both the Core-Residential and Commercial and for the 
Industrial segment. Transportation volumes also increased. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q3 2010 Q3 2009 chg y/y

Terasen Gas (5.0)         (3.0)         67%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisBC, FortisAlberta, Newfoundland 
Power and Other Canadian Electric Utilities, which includes Maritime Electric and 
FortisOntario. Detailed contributions for each of these divisions can be found in Exhibit 3. 

Meeting expectations 
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Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q3 2010 Q3 2009 chg y/y
FortisBC 11           9             22%
FortisAlberta 19           15           27%
Newfoundland Power 8             7             14%
Other Cdn Electric Utilities 5             5             0%
Earnings 43           36           19%  
Source: Company data and Credit Suisse 

FortisBC 

Segmented earnings at FortisBC increased by 22% compared to the same period last year. 
The increase was due to an increase in customer electricity rates starting in January 2010 
and September 1 2010, and increased in PBR incentive adjustments and lower finance 
charges. See Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisBC performance highlights (unadjusted) 
Q3 2010 Q3 2009 chg y/y

Energy deliveries (GWh) 709         720         -2%
Revenue (C$/MWh) 87.45      79.17      10%
Energy supply costs (C$/MWh) 22.57      20.83      8%
Operating expenses (C$/MWh) 23.98      22.22      8%
Gross margin (C$/MWh) 40.90      36.11      13%
Earnings (C$millions) 11           9             22%  
Source: Company data and Credit Suisse  

FortisAlberta 

Earnings at this regulated utility were up by roughly 27% comparing Q3 2010 versus the 
prior period. The increase was primarily due to increase in electricity distribution rates due 
to increase in allowed ROE and equity component; continued growth in the system; and 
customer growth. See Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisAlberta performance highlights (unadjusted) 
Q3 2010 Q3 2009 chg y/y

Energy deliveries (GWh) 3,778      3,819      -1%
Revenue (C$/MWh) 28.85      22.00      31%
Operating expenses (C$/MWh) 8.73        8.64        1%
Gross margin (C$/MWh) 20.12      13.35      51%
Earnings (C$millions) 19           15           27%  
Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings generation was higher by roughly 14% when comparing Q3 2010 
versus Q3 2009 due to increase in electricity rates starting January 1, 2010 and increased 
in electricity sales. Energy deliveries were up by approximately 3.5% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q3 2010 Q3 2009 chg y/y

Energy deliveries (GWh) 916         885         4%
Revenue (C$/MWh) 108.08    105.08    3%
Energy supply costs (C$/MWh) 54.59      56.50      -3%
Operating expenses (C$/MWh) 17.47      13.56      29%
Gross margin (C$/MWh) 36.03      35.03      3%
Earnings (C$millions) 8             7             14%  
Source: Company data, Credit Suisse estimates 

Slight decrease in energy 
deliveries in BC 

Slight decrease in energy 
delivery in Alberta 

Increase in NP’s energy 
deliveries 
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Other Canadian Electric Utilities 

The roughly 13% increase in energy deliveries was primarily the result of the Algoma 
Power Inc. acquisition and greater consumption at PEI and Ontario. Without the Algoma 
acquisition, energy deliveries increased by 5.8%. Exhibit 7 contains selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted) 
Q3 2010 Q3 2009 chg y/y

Energy deliveries (GWh) 583         514         13%
Revenue (C$/MWh) 149.23    136.19    10%
Energy supply costs (C$/MWh) 97.77      89.49      9%
Operating expenses (C$/MWh) 18.87      15.56      21%
Gross margin (C$/MWh) 32.59      31.13      5%
Earnings (C$millions) 5             5             0%  
Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment were flat compared to the same quarter last year. Energy 
deliveries increased by 1.9% on a year-over-year basis. Aside from some regulatory 
matters discussed below, economic conditions may have stabilized/improved with a 
“[i]mproving tourism activity in the Turks and Caicos Islands”. On the regulatory front, the 
ongoing situation with Belize Electricity requires a degree of monitoring. In brief, the utility 
received an adverse regulatory decision relating to a rate application. Moreover, there 
have been changes to the electricity legislation in Belize that have been challenged by the 
Fortis-owned utility. The company stated  

“Changes made in electricity legislation by the Government of Belize and the 
PUC, and the PUC’s June 2008 Final Decision on Belize Electricity’s 
2008/2009 Rate Application and the PUC’s amendment to the June 2008 
Final Decision, which were based on the changed legislation, have been 
judicially challenged by Belize Electricity in several proceedings. The judicial 
process is ongoing with interim rulings, judgments and appeals. The timing 
or likely final outcome of the proceedings is indeterminable at this time. In 
response to an application from Belize Electricity, the Supreme Court of 
Belize issued an order in June 2010 prohibiting the PUC from carrying out 
any rate-setting review proceedings, changing any rates and taking any 
enforcement or penal steps against Belize Electricity until further order of the 
Supreme Court. The evidentiary portion of the trial of Belize Electricity’s 
appeal of the PUC’s June 2008 Final Decision was heard in October 2010. 
Closing arguments are expected to be completed in early December 2010 so 
that the case will be closed pending judgment of the Court” 

“As a result of the regulatory’s Final Decision on Belize Electricity’s 
2008/2009 Rate Application in June 2008, Belize Electricity does not meet 
certain debt covenant financial ratios related to loans with the International 
Bank for Reconstruction and Development and the Caribbean Development 
Bank totalling $5 million (BZ$10 million) as at September 30, 2010.” 

Fortis Turks and Caicos, received on June 2010 notice from the Governor of the Turks and 
Caicos Islands that the company’s electricity rate review filing was not accepted, “because 
of concern of the impact that the proposed rate increase might have on key sectors of the 
Island’s economy.” The company stated that it is, “continuing discussions with the 
Government and has requested the Governor to appoint an outside, independent 
consultant to review the filing and the current rate setting mechanism and make 
recommendations regarding both.” 

See Exhibit 8 below for selected highlights. 

Increased in energy 
deliveries 

Belize situation requires 
ongoing monitoring 
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Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q3 2010 Q3 2009 chg y/y

Energy deliveries (GWh) 318         312         2%
Revenue (C$/MWh) 289.31    288.46    0%
Energy supply costs (C$/MWh) 179.25    166.67    8%
Operating expenses (C$/MWh) 37.74      44.87      -16%
Gross margin (C$/MWh) 72.33      76.92      -6%
Earnings (C$millions) 8             7             14%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were up 125% from the current quarter compared to the same quarter last year. 
Energy deliveries decreased by 37% from Q3 2009 to Q3 2010 due to higher rainfall and 
the commissioning of the Vaca hydroelectric facility in Belize. See the table below for 
selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q3 2010 Q3 2009 chg y/y

Energy deliveries (GWh) 134         98           37%
Revenue (C$/MWh) 97.01      81.63      19%
Energy supply costs (C$/MWh) -          -          NA
Operating expenses (C$/MWh) 14.93      20.41      -27%
Gross margin (C$/MWh) 82.09      61.22      34%
Earnings (C$millions) 9             4             125%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$9m which 
is similar to earnings in Q3 2009. REVPAR slightly increased to C$89.54 from C$89.02 for 
the comparable period last year. Additionally, the occupancy rate of the Real Estate 
Division was down at 93.7% versus last year’s 96.2%. 

Corporate 

Corporate expenses increased to C$19 million in Q3 2010 from C$17m in Q3 2009.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$271 
million, of which C$262 million was spent at regulated utilities. Fortis maintains that capital 
expenditures for 2010 will be roughly C$1.1 billion. A majority of the total will be spent on 
Western Canadian assets (Terasen Gas, FortisAlberta, and FortisBC). The company’s 
expectations continue to be for consolidated gross capital expenditures over 5 years 
(2011-2015) approaching C$5.5bn with 63% of that total amount being allocated to 
regulated utilities. Both FortisAlberta and ForitsBC will receive the vast majority of that 
amount; whereas, the regulated gas utilities are planned to receive 21% of the total capex 
amount, and 16% is allocated to non-regulated operations. Three percent is expected to 
be at the non-regulated operations. Given the regulated rates of return with utility capital 
expenditures, the increases should be viewed as longer-term positives provided an 
appropriate financial balance is struck.  

Ongoing organic growth 
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With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example, the allowed equity at Terasen Gas Inc. (TGI) was boosted from 35% to 40% 
effective January 1, 2010. In addition to that positive move for the equity base, the allowed 
return on equity for TGI increased from 8.47% to 9.50%. In a related judgment, Terasen 
Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI) returns 
increased from 9.17% to 10%. Additionally, the British Columbia Utilities Commission 
(BCUC) held the former automatic adjustment mechanism for annual ROE determination 
would no longer apply. Also in BC, FortisBC obtained an increased allowed ROE from 
8.87% to 9.90% that became effective on January 1, 2010. The upward bias in utility 
returns should be viewed positively. Clearly, many questions exist as to the methods for 
determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board regulated Trans-Quebec & Maritimes Pipeline decision (see file 
RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland and 
Labrador Board of Commissioners of Public Utilities (PUB) most recent decision increased 
the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. Additionally, 
in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 and 2012 
would be determined by an automated formula that will be subject to review in Q1 2010. 
We do not need to belabour all of the regulatory developments, however, we note that 
returns are slowly biasing to the upside. The only challenge with the upward bias is that it 
comes at a time of potentially rising interest rates. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “Fortis continues to pursue acquisitions to build on this 
organic growth, focusing or regulated electric and natural gas utilities in the United States 
and Canada” Given the success of Fortis in past transactions, as measured in terms of 
financials, share price and operationally, we believe the company's current valuation and 
skill set may lead to some potentially value creating acquisition activity (see Exhibit 10 
below for select Fortis M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD      

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 
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■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. At this time, we made several 
adjustments to our financial model. As a result of the quarter, we slightly revised our EPS 
estimates for 2010 to C$1.67 from C$1.68. In light of the current interest rate environment, 
we have slightly adjusted our target price to C$32.00 from the previous C$30.00. That 
target price is obtained utilizing multiple valuation methodologies, including: an 18.0x P/E 
multiple of 2011 earnings; a 1.76x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 

Companies Mentioned  (Price as of 05 Nov 10) 
Fortis Inc. (FTS.TO, C$33.26, NEUTRAL, TP C$32.00) 
 
 

 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Neutral  

Target: C$32 up from C$30 
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Fortis Inc. (FTS.TO) 
INCREASE TARGET PRICE    

Continuing capital control 
■ Earnings review: Fortis reported Q4 2010 headline EPS (FD) of C$0.47 

that missed our C$0.54 estimate, the Street’s C$0.513 view and fell beneath 
the C$0.48-C$0.55 range. Against our numbers, the primary culprits looked 
to be timing issues at the regulated gas utilities, weakness at the Caribbean 
segment and our overly ambitious view on the Other Canadian Electric 
Utilities. In general, we believe Fortis continues to make steady progress in 
delivering relatively consistent financial results from a largely regulated asset 
base. We do not place undue emphasis on quarterly results in much of our 
universe as a result of the inherently long-cycle nature of many assets. For 
Fortis, we continue to focus on the ongoing significant regulated capital plan 
along with the potentially positive upward bias to regulated returns. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a robust outlook for its utility capital program. The company expects 
consolidated gross capital expenditures to be roughly C$1.2bn for 2011 and 
about C$5.5bn over the next five years with 83% of that total amount going 
to utility activity. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 

■ Valuation: Given the current interest rate environment and looking ahead to 
2012 estimates, we boosted our target price to C$34.00 from the previous 
C$32.00. That target price is obtained from multiple valuation approaches, 
including: an 18.5x P/E multiple of 2012 earnings; a 1.8x book value 
multiple; and, a DCF based valuation. We reiterate our Neutral rating. 

 
 

 Share price performance 
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On 02/09/11 the Canada S&P/TSX Composite Index index 
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Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.70 0.31 0.25 0.51 
2012E 0.73 0.32 0.27 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.76 1.86 1.91
Prev. EPS (C$) — 1.79 1.87 —
P/E (x) 21.0 19.2 18.1 17.7
P/E rel. (%) 124.8 134.3 139.2 —
Revenue (C$ m) 3,664.0 3,934.5 4,223.0 4,412.1
EBITDA (C$ m) 1,150.0 1,232.3 1,327.3 1,400.1
OCFPS (C$) 4.01 3.61 3.85 4.02
P/OCF (x) 8.5 9.4 8.8 8.4
EV/EBITDA (current) 10.9 10.7 10.4 9.6
Net debt (C$ m) 5,914 6,508 7,119 7,601
ROIC (%) 6.15 5.90 5.97 5.92
  

Number of shares (m) 174.39 IC (12/11E, C$ m) 9,809.51
BV/share (current, C$) 19.4 EV/IC (x) 1.3
Net debt (current, C$ m) 6,016.6 Dividend (current, C$) 1.16
Net debt/tot. cap. (current, %) 102.0 Dividend yield (%) 3.4 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (10 Feb 11, C$) 33.81 
Target price (C$) (from 32.00) 34.00¹ 
52-week price range 35.15 - 25.76 
Market cap. (C$ m) 5,896.22 
Enterprise value (C$ m) 13,138.19  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Fortis reported Q4 2010 headline EPS (FD) of C$0.47 that missed our C$0.54 estimate, 
the Street’s C$0.513 view and fell beneath the C$0.48-C$0.55 range. Against our 
numbers, the primary culprits looked to be timing issues at the regulated gas utilities, 
weakness at the Caribbean segment and our overly ambitious view the Other Canadian 
Electric Utilities. In general, we believe Fortis continues to make steady progress in 
delivering relatively consistent financial results from a largely regulated asset base. For 
Fortis, we continue to focus on the ongoing significant regulated capital plan along with the 
potentially positive upward bias to regulated returns. This research note is divided into 
three parts: (a) results; (b) outlook; and, (c) valuation. Each of these areas will be 
addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q4 2010 Q4 2009 chg y/y
Regulated Gas Utilities - Canadian 45 48 -6%
Regulated Electric Utilities - Canadian 41 38 8%
Regulated Electric Utilities - Caribbean 5 7 -29%
Non-regulated - Fortis Generation 5 2 150%
Non-regulated - Fortis Properties 7 5 40%
Corporate and other (18) (19) 5%
Net earnings applicable to common shares 85 81 5%  
Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment decreased by roughly 6% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities, include: 

■ Net customer additions were 9,400 during 2010 versus net addition of 8,200 during the 
full year 2009; 

■ The amount of customer additions increased versus 2009 due to increased building 
activity; and, 

■ Sales volumes for the quarter decreased for both the Core-Residential and 
Commercial and for the Industrial segment. Transportation volumes increased. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q4 2010 Q4 2009 chg y/y

Terasen Gas 45.0        48.0        -6%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisAlberta, FortisBC, Newfoundland 
Power and Other Canadian Electric Utilities, which includes Maritime Electric and 
FortisOntario. Detailed contributions for each of these divisions can be found in Exhibit 3. 

A modest miss 
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Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q4 2010 Q4 2009 chg y/y
FortisAlberta 17           15           13%
FortisBC 10           8             25%
Newfoundland Power 9             8             13%
Other Cdn Electric Utilities 5             7             -29%
Earnings 41           38           8%  
Source: Company data and Credit Suisse 

FortisAlberta 

Earnings at this regulated utility were up by roughly 13% comparing Q4 2010 versus the 
prior period. The increase was primarily due to increase in electricity distribution rates due 
to continued growth in the system, customer growth and higher regulator-approved 
expenses recoverable from customers. See Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisAlberta performance highlights (unadjusted) 
Q4 2010 Q4 2009 chg y/y

Energy deliveries (GWh) 4,255      4,129      3%
Revenue (C$/MWh) 23.27      20.83      12%
Operating expenses (C$/MWh) 8.70        8.23        6%
Gross margin (C$/MWh) 14.57      12.59      16%
Earnings (C$millions) 17           15           13%  
Source: Company data and Credit Suisse  

FortisBC 

Segmented earnings at FortisBC increased by 25% compared to the same period last year. 
The increase was due to an increase in customer electricity rates starting in January 2010, 
increased in PBR incentive adjustments and lower corporate taxes. See Exhibit 5 for 
selected highlights. 

Exhibit 5: Selected FortisBC performance highlights (unadjusted) 
Q4 2010 Q4 2009 chg y/y

Energy deliveries (GWh) 847         859         -1%
Revenue (C$/MWh) 86.19      80.33      7%
Energy supply costs (C$/MWh) 27.15      25.61      6%
Operating expenses (C$/MWh) 24.79      23.28      6%
Gross margin (C$/MWh) 34.24      31.43      9%
Earnings (C$millions) 10           8             25%  
Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings generation was higher by roughly 13% when comparing Q4 2010 
versus Q4 2009 due to increase in electricity rates starting January 1, 2010 and increased 
in electricity sales. Energy deliveries were up by approximately 1% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q4 2010 Q4 2009 chg y/y

Energy deliveries (GWh) 1,488      1,474      1%
Revenue (C$/MWh) 102.15    99.05      3%
Energy supply costs (C$/MWh) 68.55      67.16      2%
Operating expenses (C$/MWh) 10.08      8.82        14%
Gross margin (C$/MWh) 23.52      23.07      2%
Earnings (C$millions) 9             8             13%  
Source: Company data, Credit Suisse estimates 

Increase in energy delivery 
in Alberta 

Slight decrease in energy 
deliveries in BC 

Slight increase in NP’s 
energy deliveries 
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Other Canadian Electric Utilities 

The roughly 1% decrease in energy deliveries was primarily the result of lower average 
consumption in Ontario. Exhibit 7 contains selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q4 2010 Q4 2009 chg y/y

Energy deliveries (GWh) 578         582         -1%
Revenue (C$/MWh) 150.52    135.74    11%
Energy supply costs (C$/MWh) 102.08    85.91      19%
Operating expenses (C$/MWh) 20.76      20.62      1%
Gross margin (C$/MWh) 27.68      29.21      -5%
Earnings (C$millions) 5             7             -29%  
Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment were down roughly 29% compared to the same quarter last 
year. Energy deliveries decreased by 7% on a year-over-year basis due to decreased air 
conditioning load because of lower average temperatures in the region. On the regulatory 
front, the ongoing situation with Belize Electricity requires a degree of monitoring. In brief, 
the utility received an adverse regulatory decision relating to a rate application. Moreover, 
there have been changes to the electricity legislation in Belize that have been challenged 
by the Fortis-owned utility. The company stated  

“The evidentiary portion of the trial of Belize Electricity’s appeal of the PUC’s 
June 2008 Final Decision was heard in October 2010 with closing arguments 
completed in December 2010. A court decision on the matter is expected in 
the first quarter of 2011.” 

Fortis Turks and Caicos, received on September 2010 “draft proposals and terms of 
reference from the Governor of the Turks and Caicos Islands (the “Governor”) to review 
the Company’s Electricity Rate Review filing.” The company stated that “[m]anagement 
has acknowledged the Governor’s proposed terms of reference and objectives, and has 
proposed that a jointly funded and identified outside independent consultant be engaged 
to conduct a review of the filing and current rate-setting mechanism and make 
recommendations regarding both.”  

See Exhibit 8 below for selected highlights. 

Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q4 2010 Q4 2009 chg y/y

Energy deliveries (GWh) 270         291         -7%
Revenue (C$/MWh) 311.11    292.10    7%
Energy supply costs (C$/MWh) 188.89    171.82    10%
Operating expenses (C$/MWh) 48.15      44.67      8%
Gross margin (C$/MWh) 74.07      75.60      -2%
Earnings (C$millions) 5             7             -29%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were up 150% from the current quarter compared to the same quarter last year. 
Energy deliveries increased by 57% from Q4 2009 to Q4 2010 due to higher rainfall and 
the commissioning of the Vaca hydroelectric facility in Belize. See the table below for 
selected highlights. 

Slight decrease in energy 
deliveries 

Awaiting a decision in Belize 
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Exhibit 9: Non-regulated generation – selected highlights 
Q4 2010 Q4 2009 chg y/y

Energy deliveries (GWh) 137         87           57%
Revenue (C$/MWh) 65.69      57.47      14%
Energy supply costs (C$/MWh) -          -          n/a
Operating expenses (C$/MWh) 14.60      22.99      -36%
Gross margin (C$/MWh) 51.09      34.48      48%
Earnings (C$millions) 5             2             150%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$7m which 
is higher than Q4 2009 earnings of C$5m. REVPAR slightly increased to C$70.76 from 
C$68.87 for the comparable period last year. Additionally, the occupancy rate of the Real 
Estate Division was down at 94.5% versus last year’s 96.2%. 

Corporate 

Corporate expenses decreased to C$18 million in Q4 2010 from C$19m in Q4 2009.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$370 
million, of which C$288 million was spent at regulated utilities. Fortis guided that capital 
expenditures for 2011 will be roughly C$1.2 billion. A majority of the total will be spent on 
Western Canadian assets (Terasen Gas, FortisAlberta, and FortisBC). The company’s 
expectations continue to be for consolidated gross capital expenditures over 5 years 
(2011-2015) approaching C$5.5bn with 63% of that total amount being allocated to 
regulated utilities. Both FortisAlberta and ForitsBC will receive the vast majority of that 
amount; whereas, the regulated gas utilities are planned to receive 20% of the total capex 
amount, and 17% is allocated to non-regulated operations. Given the regulated rates of 
return with utility capital expenditures, the increases should be viewed as longer-term 
positives provided an appropriate financial balance is struck.  

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 
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Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example, the allowed equity at Terasen Gas Inc. (TGI) was boosted from 35% to 40% 
effective January 1, 2010. In addition to that positive move for the equity base, the allowed 
return on equity for TGI increased from 8.47% to 9.50%. In a related judgment, Terasen 
Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI) returns 
increased from 9.17% to 10%. Additionally, the British Columbia Utilities Commission 
(BCUC) held the former automatic adjustment mechanism for annual ROE determination 
would no longer apply. Also in BC, FortisBC obtained an increased allowed ROE from 
8.87% to 9.90% that became effective on January 1, 2010. The upward bias in utility 
returns should be viewed positively. Clearly, many questions exist as to the methods for 
determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board regulated Trans-Quebec & Maritimes Pipeline decision (see file 
RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland and 
Labrador Board of Commissioners of Public Utilities (PUB) most recent decision increased 
the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. Additionally, 
in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 and 2012 
would be determined by an automated formula that will be subject to review in Q1 2010. 
We do not need to belabour all of the regulatory developments, however, we note that 
returns are slowly biasing to the upside. The only challenge with the upward bias is that it 
comes at a time of potentially rising interest rates. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “We will continue to pursue acquisitions of regulated 
electric and natural gas utilities in the United States and Canada that will add value for our 
shareholders”. Given the success of Fortis in past transactions, as measured in terms of 
financials, share price and operationally, we believe the company's current valuation and 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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skill set may lead to some potentially value creating acquisition activity (see Exhibit 10 
below for select Fortis M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. At this time, we made several 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Neutral  

Target: C$34, up from C$32
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adjustments to our financial model. As a result of the quarter, we slightly revised our EPS 
estimates for 2011 and 2012 to C$1.76 and C$1.86 from C$1.79 and C$1.87, respectively. 
Given the current interest rate environment and looking ahead to 2012 estimates, we 
boosted our target price to C$34.00 from the previous C$32.00. That target price is 
obtained from multiple valuation approaches, including: an 18.5x P/E multiple of 2012 
earnings; a 1.8x book value multiple; and, a DCF based valuation. We reiterate our 
Neutral rating. 

 

 

Companies Mentioned  (Price as of 10 Feb 11) 
Fortis Inc. (FTS.TO, C$33.81, NEUTRAL, TP C$34.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30   
11/8/10 33.6 32    28 28

30

32

21

23

25

27

29

31

33

35

37

2/1
1/0

8

4/1
1/0

8

6/1
1/0

8

8/1
1/0

8

10/1
1/08

12/1
1/0

8

2/1
1/0

9

4/1
1/0

9

6/1
1/0

9

8/11
/09

10
/11

/09

12
/11

/09

2/11
/10

4/11
/10

6/1
1/1

0

8/1
1/1

0

10/1
1/10

12
/11

/10

Closing Price Target Price Initiation/Assumption Rating

C$

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
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Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  45% (62% banking clients) 
Neutral/Hold*  41% (59% banking clients) 
Underperform/Sell*  11% (54% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2012 EPS (earnings per share) estimate 
of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.0x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 
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CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
Where this research report is about a non-Taiwanese company, written by a Taiwan-based analyst, it is not a recommendation to buy or sell 
securities 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Fortis Inc. (FTS.TO) 
PRE RESULTS COMMENT    

Q1 earnings preview 
■ Earnings revisions: For several reasons, we made a number of revisions to 

our Fortis Inc. financial model. Our changes focused on several areas ahead 
of the forthcoming Q1 results. Specifically, our Q1 EPS estimate decreased 
from C$0.70 to C$0.64. Our full year EPS is unchanged at C$1.76. For 
greater details, please refer to our Canadian Infrastructure Q1 2011 earnings 
preview entitled “Starting the season: Q1 earnings preview” (21 April 2011). 
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Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.64 0.34 0.27 0.51 
2012E 0.73 0.32 0.27 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.76 1.86 1.91
Prev. EPS (C$) — — — —
P/E (x) 19.9 18.1 17.1 16.7
P/E rel. (%) 116.9 125.8 130.4 —
Revenue (C$ m) 3,664.0 3,934.5 4,223.0 4,412.1
EBITDA (C$ m) 1,150.0 1,232.3 1,327.3 1,400.1
OCFPS (C$) 4.01 3.61 3.85 4.02
P/OCF (x) 8.5 8.9 8.3 7.9
EV/EBITDA (current) 10.6 10.4 10.1 9.4
Net debt (C$ m) 5,914 6,508 7,119 7,601
ROIC (%) 6.15 5.90 5.97 5.92
  

Number of shares (m) 175.42 IC (current, C$ m) 9,973.00
BV/share (current, C$) 19.3 EV/IC (x) 1.2
Net debt (current, C$ m) 6,027.7 Dividend (current, C$) 1.16
Net debt/tot. cap. (current, %) 107.6 Dividend yield (%) 3.6 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (20 Apr 11, C$) 31.93 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 25.76 
Market cap. (C$ m) 5,601.21 
Enterprise value (C$ m) 12,843.17  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30   
11/8/10 33.6 32   
2/10/11 33.81 34    

28 28

30

32

34

21

23

25

27

29

31

33

35

37

4/2
1/0

8

6/2
1/0

8

8/2
1/0

8

10
/21

/08

12
/21

/08

2/2
1/0

9

4/21
/09

6/2
1/09

8/2
1/0

9

10
/21

/09

12/2
1/09

2/2
1/10

4/2
1/1

0

6/2
1/1

0

8/2
1/1

0

10/2
1/1

0

12
/21/1

0

2/2
1/1

1

Closing Price Target Price Initiation/Assumption Rating

C$

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  47% (63% banking clients) 
Neutral/Hold*  41% (58% banking clients) 
Underperform/Sell*  11% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2012 EPS (earnings per share) estimate 
of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.0x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
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from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
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structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
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the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
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This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
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by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
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Multi Utilities 

Fortis Inc. (FTS.TO) 
FORECAST INCREASE    

Working the western front 
■ Earnings review: Fortis reported Q1 2011 headline EPS (FD) of C$0.65 

beating our C$0.64 estimate, the Street’s C$0.624 view and exceeding the 
C$0.59-C$0.64 range. In general, we believe Fortis continues to make 
steady progress in delivering relatively consistent financial results from a 
largely regulated asset base. We do not place undue emphasis on quarterly 
results in much of our universe as a result of the inherently long-cycle nature 
of many assets. For Fortis, we continue to focus on the ongoing significant 
regulated capital plan along with the potentially positive upward bias to 
regulated returns. 

■ Significant organic growth continues: As expected, Fortis continued to 
provide a robust outlook for its utility capital program. The company expects 
consolidated gross capital expenditures to be roughly C$1.2bn for 2011 and 
about C$5.5bn over the next five years with 83% of that total amount going 
to utility activity. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 

■ Valuation: Our C$34.target price and Neutral rating are obtained utilizing  
multiple valuation approaches, including: an 18.5x P/E multiple of 2012 
earnings; a 1.8x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.34 0.27 0.51 
2012E 0.73 0.32 0.27 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.77 1.86 1.91
Prev. EPS (C$) — 1.76 — —
P/E (x) 20.1 18.2 17.4 16.9
P/E rel. (%) 118.1 126.4 131.9 —
Revenue (C$ m) 3,664.0 3,769.7 4,161.2 4,348.8
EBITDA (C$ m) 1,150.0 1,214.2 1,307.8 1,381.8
OCFPS (C$) 4.01 4.09 3.86 4.04
P/OCF (x) 8.5 7.9 8.4 8.0
EV/EBITDA (current) 10.7 10.5 10.2 9.5
Net debt (C$ m) 5,914 6,312 6,928 7,415
ROIC (%) 6.15 5.98 5.94 5.90
  

Number of shares (m) 175.42 IC (current, C$ m) 9,973.00
BV/share (current, C$) 19.4 EV/IC (x) 1.2
Net debt (current, C$ m) 5,998.1 Dividend (current, C$) 1.16
Net debt/tot. cap. (current, %) 105.7 Dividend yield (%) 3.6 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (04 May 11, C$) 32.35 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 25.76 
Market cap. (C$ m) 5,674.89 
Enterprise value (C$ m) 12,721.22  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Fortis reported Q1 2011 headline EPS (FD) of C$0.65 beating our C$0.64 estimate, the 
Street’s C$0.624 view and exceeding the C$0.59-C$0.64 range. In general, we believe 
Fortis continues to make steady progress in delivering relatively consistent financial results 
from a largely regulated asset base. For Fortis, we continue to focus on the ongoing 
significant regulated capital plan along with the potentially positive upward bias to 
regulated returns. This research note is divided into three parts: (a) results; (b) outlook; 
and, (c) valuation. Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q1 2011 Q1 2010 chg y/y
Regulated Gas Utilities - Canadian 76 73 4%
Regulated Electric Utilities - Canadian 53 40 33%
Regulated Electric Utilities - Caribbean 4 4 0%
Non-regulated - Fortis Generation 3 2 50%
Non-regulated - Fortis Properties 1 2 -50%
Corporate and other (20) (21) 5%
Net earnings applicable to common shares 117 100 17%  
Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment increased by roughly 4% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities, include: 

■ Net customer additions were 1,373 during Q1 2011 versus net addition of 1,566 during 
the Q1 2010; 

■ The amount of customer additions decreased versus Q1 2010 due to lower building 
activity; and, 

■ Sales volumes for the quarter increased for all the segments (Core-Residential and 
Commercial, the Industrial segment and transportation volumes. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q1 2011 Q1 2010 chg y/y

FortisBC Energy 76.0        73.0        4%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisAlberta, FortisBC Electric, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

A modest beat 
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Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q1 2011 Q1 2010 chg y/y
FortisAlberta 21           14           50%
FortisBC Electric 19           14           36%
Newfoundland Power 7             7             0%
Other Cdn Electric Utilities 6             5             20%
Earnings 53           40           33%  
Source: Company data and Credit Suisse 

FortisAlberta 

Earnings at this regulated utility were up by roughly 50% comparing Q1 2011 versus the 
prior period. The increase was primarily due to increase in electricity distribution rates due 
to continued growth in the system, customer growth and higher volumes due to cooler-
than-normal temperatures and increased economic activity in the province. See Exhibit 4 
for selected highlights. 

Exhibit 4: Selected FortisAlberta performance highlights (unadjusted) 
Q1 2011 Q1 2010 chg y/y

Energy deliveries (GWh) 4,402      4,109      7%
Revenue (C$/MWh) 23.40      21.17      11%
Operating expenses (C$/MWh) 7.95        8.52        -7%
Gross margin (C$/MWh) 15.45      12.66      22%
Earnings (C$millions) 21           14           50%  
Source: Company data and Credit Suisse  

FortisBC Electric 

Segmented earnings at FortisBC Electric increased by 36% compared to the same period 
last year. The increase was due to increase in electricity sales growth and rate base 
growth due to continued investment in utility capital assets. See Exhibit 5 for selected 
highlights. 

Exhibit 5: Selected FortisBC Electric performance highlights (unadjusted) 
Q1 2011 Q1 2010 chg y/y

Energy deliveries (GWh) 905         820         10%
Revenue (C$/MWh) 91.71      87.80      4%
Energy supply costs (C$/MWh) 25.41      25.61      -1%
Operating expenses (C$/MWh) 19.89      20.73      -4%
Gross margin (C$/MWh) 46.41      41.46      12%
Earnings (C$millions) 19           14           36%  
Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings generation was flat when comparing Q1 2011 versus Q1 2010. 
Higher electricity sales were offset by timing of certain labour costs in Q1 2011, higher 
maintenance costs and lower allowed ROE. Energy deliveries were up by approximately 
2% (see Exhibit 6). 

Increase in energy delivery 
in Alberta 

Increase in energy 
deliveries in BC 

Slight increase in NP’s 
energy deliveries 
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Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q1 2011 Q1 2010 chg y/y

Energy deliveries (GWh) 1,834      1,795      2%
Revenue (C$/MWh) 99.78      99.16      1%
Energy supply costs (C$/MWh) 73.06      72.98      0%
Operating expenses (C$/MWh) 10.91      8.91        22%
Gross margin (C$/MWh) 15.81      17.27      -8%
Earnings (C$millions) 7             7             0%  
Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

The roughly 3% increase in energy deliveries was primarily the result of higher average 
consumption due to colder temperatures in Ontario and Prince Edward Island. Exhibit 7 
contains selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q1 2011 Q1 2010 chg y/y

Energy deliveries (GWh) 654         632         3%
Revenue (C$/MWh) 139.14    129.75    7%
Energy supply costs (C$/MWh) 91.74      83.86      9%
Operating expenses (C$/MWh) 18.35      17.41      5%
Gross margin (C$/MWh) 29.05      28.48      2%
Earnings (C$millions) 6             5             20%  
Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity, Caribbean Utilities, and Fortis Turks and Caicos. 
Earnings for this segment were flat when compared the same quarter last year at C$4m. 
Energy deliveries where also flat on a year-over-year basis. On the regulatory front, the 
ongoing situation with Belize Electricity requires a degree of monitoring. In brief, the utility 
received an adverse regulatory decision relating to a rate application. Moreover, there 
have been changes to the electricity legislation in Belize that have been challenged by the 
Fortis-owned utility. The company stated  

“In March 2011 the Supreme Court of Belize dismissed Belize Electricity’s 
appeal of the regulator’s June 2008 Final Rate Decision. The Company is in 
the process of filing an appeal of the trial judgment with the Belize Court of 
Appeal and has filed an application to restrain the regulator from initiating 
any rate action pending the hearing and determination of the appeal.” 

Fortis Turks and Caicos, in March 2011 submitted “its 2010 annual regulatory filing 
outlining the Company’s performance in 2010.” Fortis “intends to submit a new Rate 
Variation Application in 2011, which takes into account changes in the utility’s rate base 
and in the local business and regulatory environment since filing its 2010 application. The 
2010 application was not accepted by the Governor of the Turks and Caicos Islands due 
to concern about the impact a proposed rate increase might have on key sectors of the 
local economy.” 

See Exhibit 8 below for selected highlights. 

Increase in energy 
deliveries 

Awaiting a decision in Belize 
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Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q1 2011 Q1 2010 chg y/y

Energy deliveries (GWh) 257         256         0%
Revenue (C$/MWh) 295.72    296.88    0%
Energy supply costs (C$/MWh) 178.99    175.78    2%
Operating expenses (C$/MWh) 42.80      46.88      -9%
Gross margin (C$/MWh) 73.93      74.22      0%
Earnings (C$millions) 4             4             0%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were up 50% from the current quarter compared to the same quarter last year. 
Energy deliveries increased by 13% from Q1 2010 to Q1 2011 due the commissioning of 
the Vaca hydroelectric facility in Belize in late March 2010. See the table below for 
selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q1 2011 Q1 2010 chg y/y

Energy deliveries (GWh) 76           67           13%
Revenue (C$/MWh) 92.11      74.63      23%
Energy supply costs (C$/MWh) -          -          n/a
Operating expenses (C$/MWh) 39.47      29.85      32%
Gross margin (C$/MWh) 52.63      44.78      18%
Earnings (C$millions) 3             2             50%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$1m which 
is lower than Q1 2010 earnings of C$2m. REVPAR slightly increased to C$63.29 from 
C$62.93 for the comparable period last year. Additionally, the occupancy rate of the Real 
Estate Division was down at 94.3% versus last year’s 95.8%. 

Corporate 

Corporate expenses decreased to C$20 million in Q1 2011 from C$21m in Q4 2009.  

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$233 
million, of which C$207 million was spent at regulated utilities. Fortis continues to guide 
that capital expenditures for 2011 will be roughly C$1.2 billion. A majority of the total will 
be spent on Western Canadian assets (FortisBC Energy, FortisAlberta, and FortisBC 
Electric). The company’s expectations continue to be for consolidated gross capital 
expenditures over 5 years (2011-2015) approaching C$5.5bn with 63% of that total 
amount being allocated to regulated utilities. Both FortisAlberta and ForitsBC Electric will 
receive the vast majority of that amount; whereas, the regulated gas utilities are planned to 
receive 20% of the total capex amount, and 17% is allocated to non-regulated operations. 
Given the regulated rates of return with utility capital expenditures, the increases should 
be viewed as longer-term positives provided an appropriate financial balance is struck.  

Ongoing organic growth 
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With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example, the allowed equity at Terasen Gas Inc. (TGI) was boosted from 35% to 40% 
effective January 1, 2010. In addition to that positive move for the equity base, the allowed 
return on equity for TGI increased from 8.47% to 9.50%. In a related judgment, Terasen 
Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI) returns 
increased from 9.17% to 10%. Additionally, the British Columbia Utilities Commission 
(BCUC) held the former automatic adjustment mechanism for annual ROE determination 
would no longer apply. Also in BC, FortisBC obtained an increased allowed ROE from 
8.87% to 9.90% that became effective on January 1, 2010. The upward bias in utility 
returns should be viewed positively. Clearly, many questions exist as to the methods for 
determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board in the regulated Trans-Quebec & Maritimes Pipeline decision (see 
file RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland 
and Labrador Board of Commissioners of Public Utilities (PUB) most recent decision 
increased the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. 
Additionally, in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 
and 2012 would be determined by an automated formula that will be subject to review in 
Q1 2010. We do not need to belabour all of the regulatory developments, however, we 
note that returns are slowly biasing to the upside. The only challenge with the upward bias 
is that it comes at a time of potentially rising interest rates. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “We will continue to pursue acquisitions of regulated 
electric and natural gas utilities in the United States and Canada that will add value for our 
shareholders”. Given the success of Fortis in past transactions, as measured in terms of 
financials, share price and operationally, we believe the company's current valuation and 
skill set may lead to some potentially value creating acquisition activity (see Exhibit 10 
below for select Fortis M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 
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■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. As a result of the quarter, we slightly 
revised our EPS estimates for 2011 to C$1.77 from C$1.76. Our Neutral rating and 
C$34.00 target price is obtained from multiple valuation approaches, including: an 18.5x 
P/E multiple of 2012 earnings; a 1.8x book value multiple; and, a DCF based valuation. 
We reiterate our Neutral rating. 
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suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A. or its affiliates; in Mexico by 
Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit 
Suisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, 
The Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised 
entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by the Securities and Exchange Board of India (registration Nos. 
INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House,Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 
3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the 
relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior 
Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct 
any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2011 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 
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Multi Utilities 

Fortis Inc. (FTS.TO) 
ACQUISITION    

Cross border connections 
■ Accretive action: Fortis plans to acquire Central Vermont Public Service 

(CV.N) for US$700m (including the assumption of US$230m in debt) for 
US$35.10/share in cash representing a 44% premium to Friday’s closing 
price of US$24.32. FTS believes the deal will close in 6-12 months and 
will be EPS accretive in the first full year of ownership. We view this 
long-awaited initial FTS foray into the US as incrementally positive. From 
our perspective, we believe Fortis is very well positioned to consolidate 
the small to mid-cap US utility sector. Given Central Vermont’s potential 
future rate base growth, we view this deal positively. Additionally, we 
believe Fortis is very well positioned for more US targeted deals. 

■ Deal details: Under simple assumptions, we believe this deal may result 
in more than C$0.10/sh of earnings accretion for Fortis in the first full 
year after close. Similar to past FTS acquisitions, CV’s large investment 
plan may result in 9% compound average annual growth from 2010 to 
2015. Such growth should provide further financial upside, however, in 
the near-term, significant earnings accretion is possible largely the result 
of the wide valuation gap between Canadian and US utilities. Given the 
current appetite for yield in the Canadian market, we expect ongoing US 
targeted deals that are also aided by the level of the CAD/USD.  

■ Improving capital market conditions: Historically, Fortis is very adept at 
acquisitions and this transaction highlights long-term and low-risk growth. 

■ Valuation: We have not adjusted our numbers for this deal, but will do so 
over time. Our C$34.target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: an 18.5x P/E multiple of 2012 
earnings; a 1.8x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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Daily May 31, 2010 - May 27, 2011, 5/31/10 = C$26.96

Price Indexed Price Relative

On 05/27/11 the Canada S&P/TSX Composite Index index 
closed at 13797.59 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.34 0.27 0.51 
2012E 0.73 0.32 0.27 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.77 1.86 1.91
Prev. EPS (C$) — — — —
P/E (x) 20.9 19.0 18.1 17.6
P/E rel. (%) 137.2 142.9 145.7 145.3
Revenue (C$ m) 3,664.0 3,769.7 4,161.2 4,348.8
EBITDA (C$ m) 1,150.0 1,214.2 1,307.8 1,381.8
OCFPS (C$) 4.01 4.09 3.86 4.04
P/OCF (x) 8.5 8.2 8.7 8.3
EV/EBITDA (current) 10.9 10.7 10.4 9.6
Net debt (C$ m) 5,914 6,312 6,928 7,415
ROIC (%) 6.15 5.98 5.94 5.90
  

Number of shares (m) 175.42 IC (current, C$ m) 9,973.00
BV/share (current, C$) 19.4 EV/IC (x) 1.2
Net debt (current, C$ m) 5,998.1 Dividend (current, C$) 1.16
Net debt/tot. cap. (current, %) 105.7 Dividend yield (%) 3.4
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (27 May 11, C$) 33.66 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 26.50 
Market cap. (C$ m) 5,904.69 
Enterprise value (C$ m) 12,951.03  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Andrew M. Kuske 
416 352 4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 

 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:37 PM Fortis Inc {Inv. Relations}



 30 May 2011 

Fortis Inc. (FTS.TO) 2 

 

Companies Mentioned  (Price as of 27 May 11) 
Fortis Inc. (FTS.TO, C$33.66, NEUTRAL, TP C$34.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30   
11/8/10 33.6 32   
2/10/11 33.81 34    
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   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  47% (63% banking clients) 
Neutral/Hold*  40% (56% banking clients) 
Underperform/Sell*  10% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2012 EPS (earnings per share) estimate 
of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.5x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A. or its affiliates; in Mexico by 
Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit 
Suisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, 
The Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised 
entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by the Securities and Exchange Board of India (registration Nos. 
INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House,Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 
3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the 
relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior 
Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct 
any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2011 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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Fortis Inc. (FTS.TO) 
BUSINESS DISPOSAL    

Bye-bye Belize? 
■ A government grab: Fortis Inc. press released the Government of Belize’s 

interest “…in purchasing majority shares in BEL so as to assume control of 
the company.” Fortis has yet to receive a purchase proposal for the 
approximate 70% interest in Belize Electricity Limited (BEL). At this time, we 
view the prospects for BEL disposition as a potentially minor positive for FTS. 
We take that view for multiple reasons, including: (a) over the last few years, 
BEL experienced regulatory issues that led to a lengthy legal battle; (b) FTS 
would likely repatriate the BEL proceeds towards a combination of organic 
and acquisition oriented growth activities in North American; and, (c) clearly, 
we assume any BEL disposition will occur at a fair value. A future deal price 
is critical to assessing impact, but a potential dispute resolution is positive.  

■ Some details: Without delving into the history of Fortis in Belize, we believe 
selected points are pertinent, including: (a) FTS owns roughly 70% of Belize 
Electricity Limited which is an integrated electric utility in Belize; (b) FTS 
owns the Belize Electric Company Limited (BECOL), an unregulated 
hydroelectric generation company, in Belize; and, and, (c) for FTS less than 
2% of total assets are exposed at BEL (~C$259m) and the combination of 
BEL and BECOL amount to only 3% of the total assets as of March 31, 2011.  

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 

■ Valuation: Our C$34.target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: an 18.5x P/E multiple of 2012 
earnings; a 1.8x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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Daily Jun 14, 2010 - Jun 10, 2011, 6/14/10 = C$27.87

Price Indexed Price Relative

On 06/10/11 the Canada S&P/TSX Composite Index index 
closed at 13084. 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.34 0.27 0.51 
2012E 0.73 0.32 0.27 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.77 1.86 1.91
Prev. EPS (C$) — — — —
P/E (x) 19.7 17.8 17.0 16.6
P/E rel. (%) 135.8 141.5 144.2 143.8
Revenue (C$ m) 3,664.0 3,769.7 4,161.2 4,348.8
EBITDA (C$ m) 1,150.0 1,214.2 1,307.8 1,381.8
OCFPS (C$) 4.01 4.09 3.86 4.04
P/OCF (x) 8.5 7.7 8.2 7.8
EV/EBITDA (current) 10.6 10.4 10.1 9.4
Net debt (C$ m) 5,914 6,312 6,928 7,415
ROIC (%) 6.15 5.98 5.94 5.90
  

Number of shares (m) 175.42 IC (current, C$ m) 9,973.00
BV/share (current, C$) 19.4 EV/IC (x) 1.2
Net debt (current, C$ m) 5,998.1 Dividend (current, C$) 1.16
Net debt/tot. cap. (current, %) 105.7 Dividend yield (%) 3.7
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (10 Jun 11, C$) 31.65 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 26.89 
Market cap. (C$ m) 5,552.10 
Enterprise value (C$ m) 12,598.43  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 10 Jun 11) 
Fortis Inc. (FTS.TO, C$31.65, NEUTRAL, TP C$34.00) 
 
 

 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30   
11/8/10 33.6 32   
2/10/11 33.81 34    
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 O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:38 PM Fortis Inc {Inv. Relations}



 13 June 2011 

Fortis Inc. (FTS.TO) 3 

 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  48% (62% banking clients) 
Neutral/Hold*  40% (56% banking clients) 
Underperform/Sell*  10% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2012 EPS (earnings per share) estimate 
of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.5x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
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from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A. or its affiliates; in Mexico by 
Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit 
Suisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, 
The Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised 
entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by the Securities and Exchange Board of India (registration Nos. 
INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House,Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 
3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the 
relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior 
Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct 
any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
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Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE    

Valuing Vermont 
■ Competing bid: Roughly three and a half weeks after Central Vermont 

Public Service Corporation (CVPS) agreed to be purchased by Fortis Inc. for 
US$35.10 per share, Northern New England Energy Corp. (NNEEC), a 
wholly owned subsidiary of Gaz Métro Limited Partnership made an 
unsolicited offer for CVPS. CVPS announced its board of directors “will 
review the unsolicited offer in due course based on its fiduciary 
responsibilities and contractual commitments to Fortis.” We believe FTS is a 
very disciplined buyer of assets. The recent equity offering, CV deal and 
Belize issues have weighed on the stock. 

■ Deal differences: Selected differences between the NNEEC and FTS offers 
include: (a) NNEEC bid US$35.25 per CVPS share vs. FTS at US$35.10/sh; 
(b) under NNEEC’s bid, CVPS shareholders will receive quarterly dividend 
payments of US$0.23/sh until closing versus FTS’s offer capping dividends 
at US$0.46; (c) NNEEC stated the transaction will create roughly US$144m 
over 10-year customer savings to CVPS and, wholly-owned subsidiary, 
Green Mountain Energy (GMP) rate payers versus US$21m in the FTS 
transaction; and (d) the NNEEC deal will see CVPS and GMP contribute 
roughly 30% ownership interest in VELCO to a “permanent trust under 
public direction”. As with many utility transactions, the potential for greater 
customer benefits may be critical in the regulatory approval process. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 

■ Valuation: Our C$34 target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: an 18.5x P/E multiple of 2012 
earnings; a 1.8x book value multiple; and, a DCF based valuation.  
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On 06/22/11 the Canada S&P/TSX Composite Index index 
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Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.34 0.27 0.51 
2012E 0.73 0.32 0.27 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.77 1.86 1.91
Prev. EPS (C$) — — — —
P/E (x) 19.7 17.8 17.0 16.6
P/E rel. (%) 136.0 141.7 144.4 144.0
Revenue (C$ m) 3,664.0 3,769.7 4,161.2 4,348.8
EBITDA (C$ m) 1,150.0 1,214.2 1,307.8 1,381.8
OCFPS (C$) 4.01 4.09 3.86 4.04
P/OCF (x) 8.5 7.7 8.2 7.8
EV/EBITDA (current) 10.6 10.4 10.1 9.4
Net debt (C$ m) 5,914 6,312 6,928 7,415
ROIC (%) 6.15 5.98 5.94 5.90
  

Number of shares (m) 175.42 IC (current, C$ m) 9,973.00
BV/share (current, C$) 19.4 EV/IC (x) 1.2
Net debt (current, C$ m) 5,998.1 Dividend (current, C$) 1.16
Net debt/tot. cap. (current, %) 105.7 Dividend yield (%) 3.7 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (23 Jun 11, C$) 31.64 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 26.89 
Market cap. (C$ m) 5,550.34 
Enterprise value (C$ m) 12,596.67  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 23 Jun 11) 
Central Vermont Pub Serv (CV, $34.41) 
Fortis Inc. (FTS.TO, C$31.64, NEUTRAL, TP C$34.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30   
11/8/10 33.6 32   
2/10/11 33.81 34    

28 28

30

32

34

21

23

25

27

29

31

33

35

37

6/23/08

8/23
/08

10/2
3/08

12/2
3/0

8

2/2
3/09

4/23
/09

6/2
3/09

8/23/0
9

10/23/09

12/23/09

2/23/10

4/23/1
0

6/23/10

8/23/10

10/23/10

12/23/10

2/23/11

4/23/11

Closing Price Target Price Initiation/Assumption Rating

C$

 O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  48% (62% banking clients) 
Neutral/Hold*  40% (56% banking clients) 
Underperform/Sell*  10% (51% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2012 EPS (earnings per share) estimate 
of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.5x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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 FTS Gaz Metro bid for CV.doc 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A. or its affiliates; in Mexico by 
Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit 
Suisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, 
The Financial Futures Association of Japan, Japan Securities Investment Advisers Association; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised 
entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities 
(Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by the Securities and Exchange Board of India (registration Nos. 
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3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Securities Indonesia, and elsewhere in the world by the 
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Business Person.  Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct 
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Fortis Inc. (FTS.TO) 
COMPANY UPDATE    

A positive pass 
■ Terminating transaction: Fortis Inc. announced the Central Vermont Public 

Service Corporation’s (CVPS) Board of Directors determined Gaz Métro 
Limited Partnership’s acquisition proposal was a “Superior Proposal”. Thus, 
CVPS terminated the Merger Agreement with Fortis Inc. As a result, Fortis 
will receive a termination fee of US$17.5m plus US$2.0m in expenses. We 
believe the transaction illustrates the company’s traditional discipline by not 
engaging in a bidding war. Roughly concurrent with the initial bid for CV, 
Fortis raised more than C$300m of gross proceeds from an equity issue. We 
believe the money gives more flexibility for Fortis to potentially accelerate 
the existing capital program, de-levering or engage in further acquisitions. 

■ Positive pass: We continue to believe Fortis is extremely well positioned to 
consolidate the small to mid-cap US utility sector. In our view, Fortis remains 
a disciplined buyer of assets with a view for longer-term rate base growth. In 
light of the difficulties around many utility transactions, we do not expect FTS 
to announce another deal in short order. Yet, we believe FTS will continue to 
be very active in the US market for the “right” utility deal. Despite the Street’s 
potential lingering M&A concerns, we believe the shares rally on the CV deal 
termination. 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 

■ Valuation: Our C$34.target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: an 18.5x P/E multiple of 2012 
earnings; a 1.8x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 

26

31

36

Jul-10 Nov-10 Mar-11

Daily Jul 12, 2010 - Jul 11, 2011, 7/12/10 = C$28.12

Price Indexed Price Re lative

On 07/11/11 the Canada S&P/TSX Composite Index index 
closed at 13179.75 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.34 0.27 0.51 
2012E 0.73 0.32 0.27 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.77 1.86 1.91
Prev. EPS (C$) — — — —
P/E (x) 20.2 18.3 17.4 17.0
P/E rel. (%) 136.0 141.6 144.4 144.0
Revenue (C$ m) 3,664.0 3,769.7 4,161.2 4,348.8
EBITDA (C$ m) 1,150.0 1,214.2 1,307.8 1,381.8
OCFPS (C$) 4.01 4.09 3.86 4.04
P/OCF (x) 8.5 7.9 8.4 8.0
EV/EBITDA (current) 10.7 10.5 10.2 9.5
Net debt (C$ m) 5,914 6,312 6,928 7,415
ROIC (%) 6.15 5.98 5.94 5.90
  

Number of shares (m) 175.42 IC (current, C$ m) 9,973.00
BV/share (current, C$) 19.4 EV/IC (x) 1.2
Net debt (current, C$ m) 5,998.1 Dividend (current, C$) 1.16
Net debt/tot. cap. (current, %) 105.7 Dividend yield (%) 3.6
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (11 Jul 11, C$) 32.38 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 27.73 
Market cap. (C$ m) 5,680.15 
Enterprise value (C$ m) 12,726.49  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 

Andrew M. Kuske 
416 352 4561 

andrew.kuske@credit-suisse.com 

Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 

 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:42 PM Fortis Inc {Inv. Relations}



 12 July 2011 

Fortis Inc. (FTS.TO) 2 

Companies Mentioned  (Price as of 11 Jul 11) 
Central Vermont Pub Serv (CV, $36.00) 
Fortis Inc. (FTS.TO, C$32.38, NEUTRAL, TP C$34.00) 
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I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock 
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the 
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.  
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  48% (61% banking clients) 
Neutral/Hold*  40% (57% banking clients) 
Underperform/Sell*  10% (52% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2012 EPS (earnings per share) estimate 
of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.5x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Multi Utilities 

Fortis Inc. (FTS.TO) 
UPGRADE RATING    

Caught in the downdraft 
■ Earnings review: Fortis reported Q1 2011 headline EPS (FD) of C$0.33 

slightly below our C$0.34 estimate, the Street’s C$0.347 view and at the 
bottom end of the C$0.33-C$0.36 range. Year-to-date, Fortis shares have 
been the weakest performer in the Canadian utility universe returning -9%. 
We believe Fortis delivers organic growth that is combined with a disciplined 
acquisition framework. In our view, the market remains somewhat concerned 
about deal potential and the Belize Electricity situation. Given the potential 
excess return, we upgrade FTS to Outperform from the previous Neutral. 
Our target is maintained at C$34. 

■ Significant organic growth continues: Fortis continues to provide a rather 
robust capital expenditure outlook with a reiteration of the C$1.2bn target for 
2011. Additionally, Fortis increased the 5-year capex outlook to C$5.7b from 
C$5.5bn. Eighty-four percent of that total amount is expected to go towards 
utility activity that should deliver favourable risk adjusted returns.  

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 
The company stated, “We are disciplined and patient in our pursuit of electric 
and gas utility acquisitions in the United States and Canada that will add 
value for Fortis shareholders”. 

■ Valuation: With the recent sell-off, we upgrade our FTS rating to Outperform 
from the previous Neutral. We also maintain our C$34 that is obtained via 
multiple valuation approaches, including: an 18.5x P/E multiple of 2012 
earnings; a 1.7x book value multiple; and, a DCF-based valuation. We 
introduce our Outperform rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.33 0.28 0.51 
2012E 0.72 0.32 0.28 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.77 1.86 1.91
Prev. EPS (C$) — — — —
P/E (x) 19.2 17.5 16.6 16.2
P/E rel. (%) — 91.8 111.9 126.7
Revenue (C$ m) 3,664.0 3,806.8 4,133.5 4,320.4
EBITDA (C$ m) 1,150.0 1,215.8 1,304.2 1,378.2
OCFPS (C$) 4.01 4.44 3.83 4.02
P/OCF (x) 8.5 7.0 8.0 7.7
EV/EBITDA (current) 9.8 9.3 8.7 8.2
Net debt (C$ m) 5,914 5,872 6,488 6,973
ROIC (%) 6.30 6.25 6.18 6.10
  

Number of shares (m) 186.30 IC (current, C$ m) 10,237.80
BV/share (Next Qtr., C$) 21.0 EV/IC (x) 1.1
Net debt (Next Qtr., C$ m) 5,737.5 Dividend (Next Qtr., C$) 0.29
Net debt/tot. cap. (Next Qtr., 

)
135.4 Dividend yield (%) 0.94 

  Source: Company data, Credit Suisse estimates. 

Rating (from Neutral) OUTPERFORM* 
Price (03 Aug 11, C$) 30.87 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 28.36 
Market cap. (C$ m) 5,751.06 
Enterprise value (C$ m) 11,622.72  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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This research note is divided into three parts: (a) results; (b) outlook; and, (c) valuation. 
Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q2 2011 Q2 2010 chg y/y
Regulated Gas Utilities - Canadian 15 17 -12%
Regulated Electric Utilities - Canadian 45 40 13%
Regulated Electric Utilities - Caribbean 7 7 0%
Non-regulated - Fortis Generation 2 3 -33%
Non-regulated - Fortis Properties 7 8 -13%
Corporate and other (18) (20) 10%
Net earnings applicable to common shares 58 55 5%  
Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment decreased by roughly 12% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities, include: 

■ Net customer additions were 1,002 during H1 2011 versus net addition of 1,829 during 
the H1 2010; 

■ The amount of customer additions decreased versus H1 2010 due to lower building 
activity; and, 

■ Sales volumes for the quarter increased for all the segments (Core-Residential and 
Commercial, the Industrial segment and transportation volumes. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q2 2011 Q2 2010 chg y/y

FortisBC Energy 15.0        17.0        -12%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisAlberta, FortisBC Electric, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q2 2011 Q2 2010 chg y/y
FortisAlberta 19           17           12%
FortisBC Electric 9             8             13%
Newfoundland Power 11           11           0%
Other Cdn Electric Utilities 6             4             50%
Earnings 45           40           13%  
Source: Company data and Credit Suisse 

Largely inline results 
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FortisAlberta 

Earnings at this regulated utility were up by roughly 12% comparing Q2 2011 versus the 
prior period. See Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisAlberta performance highlights (unadjusted) 
Q2 2011 Q2 2010 chg y/y

Energy deliveries (GWh) 3,822      3,784      1%
Revenue (C$/MWh) 27.21      24.31      12%
Operating expenses (C$/MWh) 9.42        9.51        -1%
Gross margin (C$/MWh) 17.79      14.80      20%
Earnings (C$millions) 19           17           12%  
Source: Company data and Credit Suisse  

FortisBC Electric 

Segmented earnings at FortisBC Electric increased by 13% compared to the same period 
last year. The increase was due rate base growth due to continued investment in utility 
capital assets and lower-than-expected average market priced purchase power costs. See 
Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisBC Electric performance highlights (unadjusted) 
Q2 2011 Q2 2010 chg y/y

Energy deliveries (GWh) 682         671         2%
Revenue (C$/MWh) 93.84      87.93      7%
Energy supply costs (C$/MWh) 16.13      19.37      -17%
Operating expenses (C$/MWh) 30.79      28.32      9%
Gross margin (C$/MWh) 46.92      40.24      17%
Earnings (C$millions) 9             8             13%  
Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings generation was flat when comparing Q2 2011 versus Q2 2010. 
Higher electricity sales and lower effective income taxes were offset by timing of certain 
labour costs in H1 2011, wage and inflationary increases and lower allowed ROE. Energy 
deliveries were up by approximately 4% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q2 2011 Q2 2010 chg y/y

Energy deliveries (GWh) 1,269      1,220      4%
Revenue (C$/MWh) 104.81    103.28    1%
Energy supply costs (C$/MWh) 63.04      61.48      3%
Operating expenses (C$/MWh) 13.40      12.30      9%
Gross margin (C$/MWh) 28.37      29.51      -4%
Earnings (C$millions) 11           11           0%  
Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

The roughly 5% increase in energy deliveries was primarily the result of higher average 
consumption due to colder temperatures in Ontario and Prince Edward Island. Exhibit 7 
contains selected highlights. 

Increase in energy delivery 
in Alberta 

Increase in energy 
deliveries in BC 

Increase in NP’s energy 
deliveries 

Increase in energy 
deliveries 
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Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q2 2011 Q2 2010 chg y/y

Energy deliveries (GWh) 562         535         5%
Revenue (C$/MWh) 138.79    140.19    -1%
Energy supply costs (C$/MWh) 83.63      85.98      -3%
Operating expenses (C$/MWh) 19.57      20.56      -5%
Gross margin (C$/MWh) 35.59      33.64      6%
Earnings (C$millions) 6             4             50%  
Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity (up to June 20, 2011), Caribbean Utilities, and 
Fortis Turks and Caicos. Earnings for this segment were flat when compared the same 
quarter last year at C$7m. Energy deliveries declined 6% for several reasons. In our view, 
Belize Electricity was not overly material to Fortis. Additionally, we anticipate the dispute to 
be resolved in a rationale manner with Fortis recovering, at least, the rate base value. Yet, 
any such recovery may be over a period of time. 

See Exhibit 8 below for selected highlights. 

Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q2 2011 Q2 2010 chg y/y

Energy deliveries (GWh) 290         307         -6%
Revenue (C$/MWh) 300.00    270.36    11%
Energy supply costs (C$/MWh) 182.76    153.09    19%
Operating expenses (C$/MWh) 37.93      35.83      6%
Gross margin (C$/MWh) 79.31      81.43      -3%
Earnings (C$millions) 7             7             0%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were down 33% from the current quarter compared to the same quarter last year. 
Energy deliveries increased by 3% from Q2 2010 to Q2 2011 due increased production 
New York and Ontario caused by higher rainfall. Exhibit 9 provides selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q2 2011 Q2 2010 chg y/y

Energy deliveries (GWh) 90           87           3%
Revenue (C$/MWh) 77.78      91.95      -15%
Energy supply costs (C$/MWh) 11.11      11.49      -3%
Operating expenses (C$/MWh) 11.11      22.99      -52%
Gross margin (C$/MWh) 55.56      57.47      -3%
Earnings (C$millions) 2             3             -33%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution during the quarter was C$7m which 
is lower than Q2 2010 earnings of C$8m. REVPAR slightly decreased to C$83.57 from 
C$83.77 for the comparable period last year. Additionally, the occupancy rate of the Real 
Estate Division was down at 93.4% versus last year’s 94.8%. 

Corporate 

Corporate expenses decreased to C$18million in Q2 2011 from C$20m in Q2 2010.  

Awaiting a decision in Belize 
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Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$286 
million, of which C$221 million was spent at regulated utilities. Fortis continues to guide 
that capital expenditures for 2011 will be roughly C$1.2 billion. A majority of the total will 
be spent on Western Canadian assets (FortisBC Energy, FortisAlberta, and FortisBC 
Electric). Fortis increased consolidated gross capital expenditures expectations over the 5 
year plan (2011-2015) to C$5.7bn from the previous guidance of C$5.5bn with 84% of that 
total amount being allocated to regulated utilities. Both FortisAlberta and ForitsBC Electric 
will receive the vast majority of that amount; whereas, the regulated gas utilities are 
planned to receive 23% of the total capex amount, and 16% is allocated to non-regulated 
operations. Given the regulated rates of return with utility capital expenditures, the 
increases should be viewed as longer-term positives provided an appropriate financial 
balance is struck.  

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:45 PM Fortis Inc {Inv. Relations}



 03 August 2011 

Fortis Inc. (FTS.TO) 6 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example, the allowed equity at Terasen Gas Inc. (TGI) was boosted from 35% to 40% 
effective January 1, 2010. In addition to that positive move for the equity base, the allowed 
return on equity for TGI increased from 8.47% to 9.50%. In a related judgment, Terasen 
Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI) returns 
increased from 9.17% to 10%. Additionally, the British Columbia Utilities Commission 
(BCUC) held the former automatic adjustment mechanism for annual ROE determination 
would no longer apply. Also in BC, FortisBC obtained an increased allowed ROE from 
8.87% to 9.90% that became effective on January 1, 2010. The upward bias in utility 
returns should be viewed positively. Clearly, many questions exist as to the methods for 
determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board in the regulated Trans-Quebec & Maritimes Pipeline decision (see 
file RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland 
and Labrador Board of Commissioners of Public Utilities (PUB) most recent decision 
increased the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. 
Additionally, in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 
and 2012 would be determined by an automated formula that will be subject to review in 
Q1 2010. We do not need to belabour all of the regulatory developments, however, we 
note that returns are slowly biasing to the upside. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. For instance, the company’s most recent Management 
Discussion and Analysis stated “We will continue to pursue acquisitions of regulated 
electric and natural gas utilities in the United States and Canada that will add value for our 
shareholders”. Given the success of Fortis in past transactions, as measured in terms of 
financials, share price and operationally, we believe the company's current valuation and 
skill set may lead to some potentially value creating acquisition activity (see Exhibit 10 
below for select Fortis M&A transactions). 
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Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. 

Year-to-date, Fortis shares have been the weakest performer in the Canadian utility 
universe returning -9%. We believe Fortis delivers organic growth that is combined with a 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Upgrade to 
Outperform from Neutral  

Target: C$34  
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disciplined acquisition framework. In our view, the market remains somewhat concerned 
about deal potential and the Belize Electricity situation. Given the potential excess return, 
we upgrade FTS to Outperform from the previous Neutral. Our target is maintained at 
C$34 and is obtained via multiple valuation approaches, including: an 18.5x P/E multiple 
of 2012 earnings; 10.2x EV/EBITDA; a 1.7x book value multiple; an implied 3.4% dividend 
yield; and, a DCF based valuation. We introduce our Outperform rating. 

For greater valuation context, please see the series of historical valuations below. 

The 10-year historical 2-year forward P/E is 15.8x, while the 1-year and 2-year averages 
are 17.9x and 16.9x, respectively. (see Exhibit 11) 

Exhibit 11: FTS historical 2 year forward P/E 
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Source: FactSet and  Credit Suisse  

The 10-year historical EV/EBITDA multiple is 11.2x, while the 1-year and 2-year averages 
are 11.3x and 10.9x, respectively. (see Exhibit 12) 

Exhibit 12: FTS historical EV/EBITDA 
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Source: FactSet and  Credit Suisse 

The 10-year historical dividend yield is 3.37%, while the 1-year and 2-year averages are 
3.44% and 3.63%, respectively. (see Exhibit 13) 
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Exhibit 13: Historical dividend yield 
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of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.2x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:45 PM Fortis Inc {Inv. Relations}



 03 August 2011 

Fortis Inc. (FTS.TO) 11 

Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A. or its affiliates; in Mexico by 
Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit 
Suisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, 
The Financial Futures Association of Japan, Japan Securities Investment Advisers Association, Type II Financial Instruments Firms Association; elsewhere in Asia/Pacific by 
whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse 
Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by the 
Securities and Exchange Board of India (registration Nos. INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay 
House,Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit 
Suisse Securities Indonesia, Credit Suisse Securities (Philippines ) Inc., and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2011 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON 
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. U.S. Disclosure: 
Credit Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should be 
aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this 
report as only a single factor in making their investment decision. 

 

28 September 2011
Americas/Canada
Equity Research

Multi Utilities 

Fortis Inc. (FTS.TO) 
DOWNGRADE RATING    

Reduced rating after run-up 
■ Revising rating: In a relatively short period of time following the Fortis Inc. 

Q2 results, the stock appreciated by more than 8% (not including dividends). 
Given this performance, the stock offers a total potential return of roughly 
5%. We view that total potential return as being insufficient to justify our 
Outperform rating. Accordingly, we downgrade our rating to Neutral, 
however, we maintain our target price at C$34.00. 

■ Significant organic growth continues: Fortis continues to provide a rather 
robust capital expenditure outlook with a reiteration of the C$1.2bn target for 
2011 in their Q2 results. Additionally, Fortis increased the 5-year capex 
outlook to C$5.7b from C$5.5bn in their Q2. Eighty-four percent of that total 
amount is expected to go towards utility activity that should deliver 
favourable risk adjusted returns over a period of time.  

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 
The company stated, “We are disciplined and patient in our pursuit of electric 
and gas utility acquisitions in the United States and Canada that will add 
value for Fortis shareholders”. 

■ Valuation: With the recent stock performance, we downgrade our FTS 
rating to Neutral from the previous Outperform. We maintain our C$34.00 
that is obtained via multiple valuation approaches, including: an 18.5x P/E 
multiple of 2012 earnings; a 1.7x book value multiple; and, a DCF-based 
valuation. We introduce our Neutral rating. 

 
 

 Share price performance 

27

32
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Daily Sep 27, 2010 - Sep 27, 2011, 9/27/10 = C$31.12

Price Indexed Price Re lative

On 09/27/11 the S&P/TSX COMPS INDEX closed at 11821.09 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.33 0.28 0.51 
2012E 0.72 0.32 0.28 0.54  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.77 1.86 1.91
Prev. EPS (C$) — — — —
P/E (x) 20.8 18.9 18.0 17.5
P/E rel. (%) — 108.7 134.0 149.6
Revenue (C$ m) 3,664.0 3,806.8 4,133.5 4,320.4
EBITDA (C$ m) 1,150.0 1,215.8 1,304.2 1,378.2
OCFPS (C$) 4.01 4.44 3.83 4.02
P/OCF (x) 8.5 7.5 8.7 8.3
EV/EBITDA (current) 10.3 9.7 9.0 8.6
Net debt (C$ m) 5,914 5,872 6,488 6,973
ROIC (%) 6.30 6.25 6.18 6.10
  

Number of shares (m) 186.32 IC (current, C$ m) 10,305.54
BV/share (Next Qtr., C$) 21.0 EV/IC (x) 1.2
Net debt (Next Qtr., C$ m) 5,737.5 Dividend (Next Qtr., C$) 0.29
Net debt/tot. cap. (Next Qtr., 

)
133.0 Dividend yield (%) 0.87 

  Source: Company data, Credit Suisse estimates. 

Rating (from Outperform) NEUTRAL* 
Price (27 Sep 11, C$) 33.44 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 29.11 
Market cap. (C$ m) 6,230.57 
Enterprise value (C$ m) 12,102.24  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Companies Mentioned  (Price as of 27 Sep 11) 
Fortis Inc. (FTS.TO, C$33.44, NEUTRAL, TP C$34.00) 
 
 

 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
10/24/08 24.75 28   
12/3/08 25.48 27.5   
1/25/10 28.5 30   
11/8/10 33.6 32   
2/10/11 33.81 34   
8/3/11 31.37  O   
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 O=Outperform; N=Neutra l; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and a 
7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds 
replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. 
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 

adoyle@fortisinc.com angela doyle 05/18/12 01:43:46 PM Fortis Inc {Inv. Relations}



 28 September 2011 

Fortis Inc. (FTS.TO) 3 

 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  49% (61% banking clients) 
Neutral/Hold*  39% (56% banking clients) 
Underperform/Sell*  9% (54% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2012 EPS (earnings per share) estimate 
of C$1.86 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.2x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
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from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
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Fortis Inc. (FTS.TO) 
FORECAST REDUCTION    

Bountiful break-up 
■ Earnings review: Fortis reported Q3 2011 headline EPS (FD) of C$0.31, 

adjusting for the termination fee paid to FTS by Central Vermont Public 
Service Corp. the adjusted figure is C$0.26, which missed our C$0.28 
estimate but was higher than the Street’s C$0.244 view and within the 
C$0.22-C$0.28 range. In general, we believe Fortis is making steady 
progress in delivering consistent financial results from a largely regulated 
asset base. We do not place undue emphasis on quarterly results in much of 
our universe as a result of the inherently long-cycle nature of many assets. 
For Fortis, we continue to focus on the ongoing significant regulated capital 
plan along with the potentially positive upward bias to regulated returns. 

■ Significant organic growth continues: Fortis continues to provide a rather 
robust capital expenditure outlook with a reiteration of their C$1.2bn target 
for 2011. Additionally, Fortis reiterated its 5-year capex outlook of C$5.7bn. 
Eighty-four percent of that total amount is expected to go towards regulated 
utility activities that should deliver favourable risk adjusted returns.  

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 
The company stated, “We are disciplined and patient in our pursuit of electric 
and gas utility acquisitions in the United States and Canada that will add 
value for Fortis shareholders”. 

■ Valuation: Our C$34.target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: a 19.0x P/E multiple of 2012 
earnings; a 1.7x book value multiple; and, a DCF-based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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Quarterly EPS Q1 Q2 Q3 Q4 
2010A 0.56 0.32 0.25 0.47 
2011E 0.65 0.33 0.26 0.50 
2012E 0.70 0.32 0.28 0.52  

 Financial and valuation metrics
 

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (C$) 1.61 1.74 1.82 1.87
Prev. EPS (C$) — 1.77 1.86 1.91
P/E (x) 21.2 19.6 18.7 18.2
P/E rel. (%) 126.2 147.3 163.3 175.7
Revenue (C$ m) 3,664.0 3,836.0 4,133.5 4,320.4
EBITDA (C$ m) 1,150.0 1,225.7 1,304.2 1,378.2
OCFPS (C$) 4.01 4.35 3.70 3.88
P/OCF (x) 8.5 7.8 9.2 8.8
EV/EBITDA (current) 10.5 9.9 9.3 8.8
Net debt (C$ m) 5,914 5,863 6,488 6,989
ROIC (%) 6.30 6.37 6.14 6.06
  

Number of shares (m) 186.93 IC (current, C$ m) 10,426.38
BV/share (Next Qtr., C$) 20.6 EV/IC (x) 1.2
Net debt (Next Qtr., C$ m) 5,863.5 Dividend (Next Qtr., C$) 0.29
Net debt/tot cap (Next Qtr., %) 128.9 Dividend yield (%) 0.85 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (03 Nov 11, C$) 34.06 
Target price (C$) 34.00¹ 
52-week price range 35.15 - 29.11 
Market cap. (C$ m) 6,366.95 
Enterprise value (C$ m) 12,230.44  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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This research note is divided into three parts: (a) results; (b) outlook; and, (c) valuation. 
Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q3 2011 Q3 2010 chg y/y
Regulated Gas Utilities - Canadian (3) (5) 40%
Regulated Electric Utilities - Canadian 43 43 0%
Regulated Electric Utilities - Caribbean 6 8 -25%
Non-regulated - Fortis Generation 8 9 -11%
Non-regulated - Fortis Properties 9 9 0%
Corporate and other (5) (19) 74%
Net earnings applicable to common shares 58 45 29%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment improved by roughly 40% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities include: 

■ Net customer additions were 1,965 during 9M 2011 versus net additions of 3,460 
during the 9M 2010; 

■ The amount of customer additions decreased versus 9M 2010 due to lower building 
activity; and, 

■ Sales volumes for the quarter decreased for both the Core-residential and commercial 
and for the industrial segment while transportation volumes increased. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q3 2011 Q3 2010 chg y/y

FortisBC Energy (3.0)         (5.0)         40%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisAlberta, FortisBC Electric, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q3 2011 Q3 2010 chg y/y
FortisAlberta 19           19           0%
FortisBC Electric 10           11           -9%
Newfoundland Power 8             8             0%
Other Cdn Electric Utilities 6             5             20%
Earnings 43           43           0%  

Source: Company data and Credit Suisse 

Results missed our 
estimated but beat the 
Street’s 
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FortisAlberta 

Earnings at this regulated utility were flat comparing Q3 2011 versus the prior period. See 
Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisAlberta performance highlights (unadjusted) 
Q3 2011 Q3 2010 chg y/y

Energy deliveries (GWh) 3,911      3,778      4%
Revenue (C$/MWh) 26.34      28.85      -9%
Operating expenses (C$/MWh) 8.95        8.73        2%
Gross margin (C$/MWh) 17.39      20.12      -14%
Earnings (C$millions) 19           19           0%  

Source: Company data and Credit Suisse  

FortisBC Electric 

Segmented earnings at FortisBC Electric decreased by 9% compared to the same period 
last year. The decrease was due to higher effective corporate income taxes, mainly due to 
lower deductions for income tax purposes compared to accounting purposes and lower 
capitalized AFUDC, due to fewer assets under construction during 2011. 

See Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisBC Electric performance highlights (unadjusted) 
Q3 2011 Q3 2010 chg y/y

Energy deliveries (GWh) 713         709         1%
Revenue (C$/MWh) 93.97      87.45      7%
Energy supply costs (C$/MWh) 21.04      22.57      -7%
Operating expenses (C$/MWh) 26.65      23.98      11%
Gross margin (C$/MWh) 46.28      40.90      13%
Earnings (C$millions) 10           11           -9%  

Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings generation was flat when comparing Q3 2011 versus Q3 2010. 
Higher electricity sales and lower effective income taxes were offset by wage and 
inflationary increases, higher employee-related operating expenses and lower allowed 
ROE. Energy deliveries were up by approximately 1% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q3 2011 Q3 2010 chg y/y

Energy deliveries (GWh) 923         916         1%
Revenue (C$/MWh) 109.43    108.08    1%
Energy supply costs (C$/MWh) 56.34      54.59      3%
Operating expenses (C$/MWh) 18.42      17.47      5%
Gross margin (C$/MWh) 34.67      36.03      -4%
Earnings (C$millions) 8             8             0%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

This segment’s earning generation increased by 20% in Q3 2011 versus Q3 2010 
primarily due to higher allowed ROE at Algoma Power and lower effective corporate 
income taxes at Fortis Ontario. The energy deliveries for the period remained flat.  Exhibit 
7 contains selected highlights. 

Increase in energy delivery 
in Alberta 

Increase in energy 
deliveries in BC 

Increase in NP’s energy 
deliveries 

Flat energy deliveries 
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Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q3 2011 Q3 2010 chg y/y

Energy deliveries (GWh) 582         583         0%
Revenue (C$/MWh) 151.20    149.23    1%
Energy supply costs (C$/MWh) 96.22      97.77      -2%
Operating expenses (C$/MWh) 20.62      18.87      9%
Gross margin (C$/MWh) 34.36      32.59      5%
Earnings (C$millions) 6             5             20%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity (up to June 20, 2011), Caribbean Utilities, and 
Fortis Turks and Caicos. Earnings for this segment declined by 25% in Q3 2011 versus 
the same quarter last year. Energy deliveries declined 38% for several reasons. In our 
view, Belize Electricity was not overly material to Fortis. Additionally, we anticipate the 
dispute to be resolved in a rationale manner with Fortis recovering, at least, the rate base 
value. Yet, any such recovery may be over a period of time. The company stated that it 
has “commissioned an independent valuation of its previous investment in Belize 
Electricity and expects to submit its claim for compensation to the GOB during the fourth 
quarter of 2011.” 

See Exhibit 8 below for selected highlights. 

Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q3 2011 Q3 2010 chg y/y

Energy deliveries (GWh) 197         318         -38%
Revenue (C$/MWh) 370.56    289.31    28%
Energy supply costs (C$/MWh) 238.58    179.25    33%
Operating expenses (C$/MWh) 40.61      37.74      8%
Gross margin (C$/MWh) 91.37      72.33      26%
Earnings (C$millions) 6             8             -25%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were down 11% from the current quarter compared to the same quarter last year. 
Energy deliveries decreased by 17% from Q3 2010 to Q3 2011 due to decreased 
production in Upper New York and Belize caused by generating plant being out of service 
and longer dry season in 2011, respectively. Exhibit 9 provides selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q3 2011 Q3 2010 chg y/y

Energy deliveries (GWh) 111         134         -17%
Revenue (C$/MWh) 99.10      97.01      2%
Operating expenses (C$/MWh) 18.02      14.93      21%
Gross margin (C$/MWh) 81.08      82.09      -1%
Earnings (C$millions) 8             9             -11%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution remained flat during the quarter at 
C$9m. REVPAR increased to C$94.83 from C$89.54 for the comparable period last year. 
Additionally, the occupancy rate of the Real Estate Division was up at 94.2% versus last 
year’s 93.7%. 

Awaiting a decision in Belize 
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Corporate 

Corporate expenses decreased to C$5million in Q3 2011 from C$19m in Q3 2010. The 
figures for Q3 2011 included the C$17m (C$11m after tax) fee paid to Fortis upon the 
termination of the merger agreement with Central Vermont Public Service Corp. 

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; (b) rising returns; and, (c) acquisition 
trail. Each of these issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$287 
million, of which C$227 million was spent at regulated utilities. Fortis continues to guide 
that capital expenditures for 2011 will be roughly C$1.2 billion. A majority of the total will 
be spent on Western Canadian assets (FortisBC Energy, FortisAlberta, and FortisBC 
Electric). Fortis reiterated its consolidated gross capital expenditures expectations over the 
5 year plan (2011-2015) at C$5.7bn with 84% of that total amount being allocated to 
regulated utilities. Both FortisAlberta and ForitsBC Electric will receive the vast majority of 
that amount; whereas, the regulated gas utilities are planned to receive 23% of the total 
capex amount, and 16% is allocated to non-regulated operations. Given the regulated 
rates of return with utility capital expenditures, the increases should be viewed as longer-
term positives provided an appropriate financial balance is struck.  

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Rising returns 

Positively, Fortis has been successful in obtaining several favourable regulatory decisions. 
For example, the allowed equity at Terasen Gas Inc. (TGI) was boosted from 35% to 40% 
effective January 1, 2010. In addition to that positive move for the equity base, the allowed 
return on equity for TGI increased from 8.47% to 9.50%. In a related judgment, Terasen 
Gas (Vancouver Island) Inc. (TGVI) and Terasen Gas Whistler Inc. (TGWI) returns 
increased from 9.17% to 10%. Additionally, the British Columbia Utilities Commission 
(BCUC) held the former automatic adjustment mechanism for annual ROE determination 
would no longer apply. Also in BC, FortisBC obtained an increased allowed ROE from 
8.87% to 9.90% that became effective on January 1, 2010. The upward bias in utility 
returns should be viewed positively. Clearly, many questions exist as to the methods for 
determining and predicting future return levels. Yet, we view the regulatory movement 
away from a very mechanical return approach work as a notable positive that should help 
ensure an appropriate level of returns over a period of time. 

Similar to the BCUC, the Alberta Utilities Commission (AUC) issued a decision on the 
2009 Generic Cost of Capital establishing a 9% ROE for utilities like FortisAlberta in 2009 
and 2010. Under the previous formulaic approach, that utility would have been entitled to 
an 8.61% return. Moreover, the allowed equity within the regulated capital structure moved 
from 37% to 41% effective January 1, 2009. Notably, this return framework will be in effect 
for 2011 providing a level of certainty to FortisAlberta’s future earnings. 

Unfortunately, not every jurisdiction is proving to be as progressive as Alberta, BC and the 
National Energy Board in the regulated Trans-Quebec & Maritimes Pipeline decision (see 
file RH-1-2008 and our March 19, 2009 note “Regulatory round-up”). The Newfoundland 
and Labrador Board of Commissioners of Public Utilities (PUB) most recent decision 
increased the allowed ROE for Newfoundland Power from 8.95% in 2009 to 9% in 2010. 
Additionally, in the past, the PUB ordered Newfoundland Power’s allowed ROEs for 2011 
and 2012 would be determined by an automated formula that will be subject to review in 
Q1 2010. We do not need to belabour all of the regulatory developments, however, we 
note that returns are slowly biasing to the upside. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. Fortis management has been reiterating this. For instance, the 
company’s most recent Management Discussion and Analysis stated “We remain 
disciplined and patient in our pursuit of electric and gas utility acquisitions in the United 
States and Canada that will add value for Fortis shareholders”. Fortis showed discipline in 
its acquisition strategy by not competing in a bidding war for Central Vermont Service 
Corp. The company received a C$17m termination fee. For further details see “A positive 
pass” published on 12 July 2011. 

Given the success of Fortis in past transactions, as measured in terms of financials, share 
price and operationally, we believe the company's current valuation and skill set may lead 
to some potentially value creating acquisition activity (see Exhibit 10 below for select Fortis 
M&A transactions). 
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Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation  
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. As a result of the quarter, we revised 
our EPS estimates for 2011, 2012 and 2013 to C$1.74, C$1.82 and C$1.87 from C$1.77, 
C$1.86 and C$1.91, respectively. Our Neutral rating and C$34.00 target price is obtained 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Neutral  

Target: C$34  
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from multiple valuation approaches, including: a 19.0x P/E multiple of 2012 earnings; a 
1.7x book value multiple; and, a DCF-based valuation. We reiterate our Neutral rating. 
Some historical Fortis valuation parameters appear in Exhibit 11 below generated by 
Credit Suisse RAVE. 

Exhibit 11: Fortis historical valuation 
Fortis Inc. PE Median 17.1 Fortis Inc. PE relative Median 1.2

Source: Credit Suisse estimates, IBES Source: Credit Suisse est imates, IBES

Fortis Inc. P/CF Median 7.1 Fortis Inc. P/Book Median 1.6

Source: Credit Suisse estimates, IBES Source: Credit Suisse est imates, IBES
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The author of this report wishes to acknowledge the contribution made by Setu Kumar 
Sharda, an employee of Irevna, a division of CRISIL Limited, a third-party provider of 
offshore research services to Credit Suisse. 
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Fortis Inc. (FTS.TO) 
FORECAST REDUCTION    

Delivering on dividends 
■ Earnings review: Fortis reported Q4 2011 headline EPS (FD) of C$0.45, 

which missed our C$0.50 and the Street’s C$0.48 view and at the low end of 
the C$0.45-C$0.50 range. Positively, the company increased its quarterly 
dividend to C$0.30 from the previous C$0.29. The increase was inline with 
our estimate but slightly missed the Street’s C$1.21 annualized figure. In 
general, we believe Fortis is making steady progress in delivering consistent 
financial results from a largely regulated asset base. We do not place undue 
emphasis on quarterly results in much of our universe as a result of the 
inherently long-cycle nature of many assets. For Fortis, we continue to focus 
on the ongoing significant regulated capital plan. 

■ Significant organic growth continues: Fortis continues to provide a rather 
robust capital expenditure outlook with guidance of C$1.3bn for 2012. 
Additionally, Fortis updated its 5-year capex outlook to C$5.5bn. Eighty-
seven percent of that total amount is expected to go towards regulated utility 
activities that should deliver favourable risk adjusted returns.  

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 
The company stated, “We remain disciplined and patient in our pursuit of 
electric and gas utility acquisitions in the United States and Canada that will 
add value for Fortis shareholders”. 

■ Valuation: Our C$34.target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: a 18.5x P/E multiple of 2013 
earnings; a 1.7x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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Daily Feb 09, 2011 - Feb 07, 2012, 2/09/11 = C$34.24

Price Indexed Price Re lative

On 02/07/12 the S&P/TSX COMPS INDEX closed at 12497.94 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2011A 0.65 0.33 0.26 0.45 
2012E 0.71 0.31 0.26 0.51 
2013E 0.72 0.32 0.27 0.53  

 Financial and valuation metrics
 

Year 12/11A 12/12E 12/13E 12/14E
EPS (CS adj.) (C$) 1.70 1.79 1.85 1.87
Prev. EPS (C$) — 1.82 1.87 —
P/E (x) 20.0 18.9 18.4 18.1
P/E rel. (%) 113.5 134.6 147.3 166.2
Revenue (C$ m) 3,747.0 4,112.1 4,293.0 4,436.1
EBITDA (C$ m) 1,185.0 1,297.7 1,373.6 1,435.0
OCFPS (C$) 4.51 3.67 3.82 3.95
P/OCF (x) 7.4 9.2 8.9 8.6
EV/EBITDA (current) 10.3 9.4 8.9 8.5
Net debt (C$ m) 5,855 6,643 7,227 7,717
ROIC (%) 5.96 5.98 5.92 5.82
  

Number of shares (m) 188.83 IC (current, C$ m) 10,631.41
BV/share (Next Qtr., C$) 21.0 EV/IC (x) 1.2
Net debt (Next Qtr., C$ m) 6,004.1 Dividend (Next Qtr., C$) 0.30
Net debt/tot cap (Next Qtr., %) 126.7 Dividend yield (%) 0.89 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (09 Feb 12, C$) 33.89 
Target price (C$) 34.00¹ 
52-week price range 34.24 - 29.11 
Market cap. (C$ m) 6,399.39 
Enterprise value (C$ m) 13,041.90  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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This research note is divided into three parts: (a) results; (b) outlook; and, (c) valuation. 
Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q4 2011 Q4 2010 chg y/y
Regulated Gas Utilities - Canadian 51 45 13%
Regulated Electric Utilities - Canadian 40 41 -2%
Regulated Electric Utilities - Caribbean 3 4 -25%
Non-regulated - Fortis Generation 5 6 -17%
Non-regulated - Fortis Properties 5 7 -29%
Corporate and other (18) (18) 0%
Net earnings applicable to common shares 86 85 1%  
Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment improved by roughly 13% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities include: 

■ Net customer additions were 7,450 during 2011 versus net additions of 9,393 during 
2010; 

■ The amount of customer additions decreased versus 2010 due to lower building 
activity; and, 

■ Sales volumes for the quarter increased for all the segments, which includes Core-
residential, Commercial, Industrial and Transportation segment. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q4 2011 Q4 2010 chg y/y

FortisBC Energy 51.0        45.0        13%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisAlberta, FortisBC Electric, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q4 2011 Q4 2010 chg y/y
FortisAlberta 17           17           0%
FortisBC Electric 11           10           10%
Newfoundland Power 8             9             -11%
Other Cdn Electric Utilities 4             5             -20%
Earnings 40           41           -2%  

Source: Company data and Credit Suisse 

Results missed our and the 
Street’s estimate 
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FortisAlberta 

Earnings at this regulated utility were flat comparing Q4 2011 versus the prior period. See 
Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisAlberta performance highlights (unadjusted) 
Q4 2011 Q4 2010 chg y/y

Energy deliveries (GWh) 4,232      4,255      -1%
Revenue (C$/MWh) 24.10      23.27      4%
Operating expenses (C$/MWh) 8.74        8.70        1%
Gross margin (C$/MWh) 15.36      14.57      5%
Earnings (C$millions) 17           17           0%  

Source: Company data and Credit Suisse  

FortisBC Electric 

Segmented earnings at FortisBC Electric increased by 10% compared to the same period 
last year. The increase was due to growth in rate base. 

See Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisBC Electric performance highlights (unadjusted) 
Q4 2011 Q4 2010 chg y/y

Energy deliveries (GWh) 843         847         0%
Revenue (C$/MWh) 96.09      86.19      11%
Energy supply costs (C$/MWh) 26.10      27.15      -4%
Operating expenses (C$/MWh) 29.66      24.79      20%
Gross margin (C$/MWh) 40.33      34.24      18%
Earnings (C$millions) 11           10           10%  

Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings reduced by 11% when comparing Q4 2011 versus Q4 2010. 
Higher electricity sales and reduction in energy supply cost were offset by wage and 
inflationary increases, higher effective corporate taxes and lower allowed ROE. Energy 
deliveries were up by approximately 3% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q4 2011 Q4 2010 chg y/y

Energy deliveries (GWh) 1,527      1,488      3%
Revenue (C$/MWh) 102.16    102.15    0%
Energy supply costs (C$/MWh) 67.45      68.55      -2%
Operating expenses (C$/MWh) 13.10      10.08      30%
Gross margin (C$/MWh) 21.61      23.52      -8%
Earnings (C$millions) 8             9             -11%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

This segment’s earning decreased by 20% in Q4 2011 versus Q4 2010 primarily due to 
lower electricity sales at FortisOntario and higher operating expense. The energy 
deliveries for the period declined by 2%, when compared Q4 2010. Exhibit 7 contains 
selected highlights. 

Slight decrease in energy 
delivery in Alberta 

Flat energy deliveries in BC

Increase in NP’s energy 
deliveries 

Decrease in energy 
deliveries 
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Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q4 2011 Q4 2010 chg y/y

Energy deliveries (GWh) 568         578         -2%
Revenue (C$/MWh) 147.89    150.52    -2%
Energy supply costs (C$/MWh) 96.83      102.08    -5%
Operating expenses (C$/MWh) 26.41      20.76      27%
Gross margin (C$/MWh) 24.65      27.68      -11%
Earnings (C$millions) 4             5             -20%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity (up to June 20, 2011), Caribbean Utilities, and 
Fortis Turks and Caicos. Earnings for this segment declined by 25% in Q4 2011 versus 
the same quarter last year. Energy deliveries declined 21% for several reasons. In our 
view, Belize Electricity was not overly material to Fortis. Additionally, we anticipate the 
dispute to be resolved in a rationale manner with Fortis recovering, at least, the rate base 
value. Yet, any such recovery may be over a period of time. The company stated that it 
“commenced an action in the Belize Supreme Court to challenge the legality of the 
expropriation of its investment in Belize Electricity. Fortis commissioned an independent 
valuation of its expropriated investment in Belize Electricity and submitted its claim for 
compensation to the GOB in November 2011.” 

See Exhibit 8 below for selected highlights. 

Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q4 2011 Q4 2010 chg y/y

Energy deliveries (GWh) 174         220         -21%
Revenue (C$/MWh) 402.30    381.82    5%
Energy supply costs (C$/MWh) 264.37    236.36    12%
Operating expenses (C$/MWh) 51.72      59.09      -12%
Gross margin (C$/MWh) 86.21      86.36      0%
Earnings (C$millions) 3             4             -25%  
Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were down 17% in Q4 2011 compared to the same quarter last year. Energy 
deliveries decreased by 18% from Q4 2010 to Q4 2011 due to decreased production in 
Upper New York and Belize. Exhibit 9 provides selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q4 2011 Q4 2010 chg y/y

Energy deliveries (GWh) 112         137         -18%
Revenue (C$/MWh) 80.36      65.69      22%
Operating expenses (C$/MWh) 17.86      7.30        145%
Gross margin (C$/MWh) 62.50      58.39      7%
Earnings (C$millions) 5             6             -17%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution decreased by 29% in the Q4 2011 
compared to Q4 2010. REVPAR increased to C$72.39 from C$70.76 for the comparable 
period last year. While, the occupancy rate of the Real Estate Division was down at 93.2% 
versus last year’s 94.5%. 

Awaiting a decision in Belize 
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Corporate 

Corporate expenses remained flat to C$18million in Q4 2011, when compared to Q4 2010. 

Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; and (b) acquisition trail. Each of these 
issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$368 
million, of which C$315 million was spent at regulated utilities. Fortis guided that capital 
expenditures for 2012 will be roughly C$1.3 billion. A majority of the total will be spent on 
Western Canadian assets (FortisBC Energy, FortisAlberta, and FortisBC Electric). Fortis’ 
consolidated gross capital expenditures expectations over the 5 year plan (2012-2016) 
stood at C$5.5bn with 87% of that total amount being allocated to regulated utilities. Both 
FortisAlberta and ForitsBC Electric will receive the vast majority of that amount; whereas, 
the regulated gas utilities are planned to receive 23% of the total capex amount, and 13% 
is allocated to non-regulated operations. Given the regulated rates of return with utility 
capital expenditures, the increases should be viewed as longer-term positives provided an 
appropriate financial balance is struck.  

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. Fortis management has been reiterating this. For instance, the 
company’s most recent Management Discussion and Analysis stated “We remain 
disciplined and patient in our pursuit of electric and gas utility acquisitions in the United 
States and Canada that will add value for Fortis shareholders”. Fortis showed discipline in 
its acquisition strategy by not competing in a bidding war for Central Vermont Service 
Corp. The company received a C$17m termination fee. For further details see “A positive 
pass” published on 12 July 2011. 

Given the success of Fortis in past transactions, as measured in terms of financials, share 
price and operationally, we believe the company's current valuation and skill set may lead 
to some potentially value creating acquisition activity (see Exhibit 10 below for select Fortis 
M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 
Announced Date Asset/Company Deal value ($m) Comment

7/22/2009 Caribbean Utilities Co. 6.74CAD            Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD          Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD            Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD            Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD          Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD          Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD     Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD          Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD          4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD          Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD          3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD            PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD            Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD          4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD     BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD            Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD          Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD          Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD          City of Cornwall electric transmission & distribution utility.

4/16/2002 Kings Place 27.70CAD          Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD          Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD          Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD          133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD            Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD          Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD          Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD            2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD            Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD          Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD          2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD          Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD          Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD            Acquired all common shares and notes payable.

Total USD 65.50USD          
Total CAD 6,214.48CAD     

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 
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Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. Capital 
market conditions are demonstrating signs of improved functioning. Therefore, the typical 
Fortis acquisition strategy is more palatable in current capital markets. For greater details, 
please refer to our 6 August 2009 note entitled “Pondering a Portland purchase?” 

Valuation  
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. From our perspective, the next 
big catalysts for the stock will likely revolve around capital efficiency initiatives or a large 
scale acquisition which will always lack predictability. As a result of the quarter, we revised 
our EPS estimates for 2012 and 2013 to C$1.79 and C$1.85 from C$1.82 and C$1.87, 
respectively. Our Neutral rating and C$34.00 target price is obtained from multiple 
valuation approaches, including: a 18.5x P/E multiple of 2013 earnings; a 1.7x book value 
multiple; and, a DCF based valuation. We reiterate our Neutral rating. Some historical 
Fortis valuation parameters appear in Exhibit 11 below generated by Credit Suisse RAVE. 

Exhibit 11: Fortis historical valuation 
Fortis Inc. PE Median 17.2 Fortis Inc. PE relative Median 1.2

Source: Credit Suisse estimates, IBES Source: Credit Suisse est imates, IBES

Fortis Inc. P/CF Median 7.2 Fortis Inc. P/Book Median 1.6

Source: Credit Suisse estimates, IBES Source: Credit Suisse est imates, IBES
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The author of this report wishes to acknowledge the contribution made by Setu Kumar 
Sharda, an employee of Irevna, a division of CRISIL Limited, a third-party provider of 
offshore research services to Credit Suisse. 

 

Companies Mentioned  (Price as of 09 Feb 12) 
Fortis Inc. (FTS.TO, C$33.89, NEUTRAL, TP C$34.00) 
 

Rating: Neutral  

Target: C$34  
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Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and a 
7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds 
replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. 
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  46% (60% banking clients) 
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Neutral/Hold*  42% (56% banking clients) 
Underperform/Sell*  10% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2013 EPS (earnings per share) estimate 
of C$1.85 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.3x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A. or its affiliates; in Mexico by 
Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit 
Suisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, 
The Financial Futures Association of Japan, Japan Securities Investment Advisers Association, Type II Financial Instruments Firms Association; elsewhere in Asia/Pacific by 
whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse 
Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by the 
Securities and Exchange Board of India (registration Nos. INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay 
House,Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit 
Suisse Securities Indonesia, Credit Suisse Securities (Philippines ) Inc., and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2012 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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Fortis Inc. (FTS.TO) 
ACQUISITION    

Acquiring American assets 
■ American acquisition: Fortis Inc. announced that it has entered into an 

agreement to acquire CH Energy Group, Inc. (CHG) for US$65 per share for 
a total consideration of roughly US$1.5b. The purchase price is roughly a 
10.5% premium above CHG’s most recent stock price close. We calculate 
the transaction to be modestly accretive to FTS under conservative 
assumptions. Several reasons to like this deal include: (a) single state 
results in less complexity; (b) relatively smaller size of the transaction versus 
some other potential transactions; and, (c) good near to medium-term 
organic growth at CHG. 

■ Deal details: Selected details include: (a) FTS will be using debt to finance 
the transaction in the short-term; (b) 97% of CHG net income comes from 
regulated business; (c) FTS expects closing of the transaction within 12 
months; (d) capex at the regulated business to “exceed” US$100m on 
average through 2016; (e) CHG total asset roughly US$1.7b; and (f) for the 
last three years, CHG regulated business has operated under 10% ROE 
with 48% common equity (both are higher than many equivalents in Canada). 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities. 
The company stated, “We remain disciplined and patient in our pursuit of 
electric and gas utility acquisitions in the United States and Canada that will 
add value for Fortis shareholders”. 

■ Valuation: Our C$34.target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: a 18.5x P/E multiple of 2013 
earnings; a 1.7x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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Price Indexed Price Re lative

On 02/17/12 the S&P/TSX COMPS INDEX closed at 12458.3 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2011A 0.65 0.33 0.26 0.45 
2012E 0.71 0.31 0.26 0.51 
2013E 0.72 0.32 0.27 0.53  

 Financial and valuation metrics
 

Year 12/11A 12/12E 12/13E 12/14E
EPS (CS adj.) (C$) 1.70 1.79 1.85 1.87
Prev. EPS (C$) — — — —
P/E (x) 19.4 18.3 17.8 17.6
P/E rel. (%) 137.3 142.5 158.3 167.0
Revenue (C$ m) 3,747.0 4,112.1 4,293.0 4,436.1
EBITDA (C$ m) 1,185.0 1,297.7 1,373.6 1,435.0
OCFPS (C$) 4.51 3.67 3.82 3.95
P/OCF (x) 7.4 8.9 8.6 8.3
EV/EBITDA (current) 10.2 9.3 8.8 8.4
Net debt (C$ m) 5,855 6,643 7,227 7,717
ROIC (%) 5.96 5.98 5.92 5.82
  

Number of shares (m) 188.84 IC (current, C$ m) 10,661.23
BV/share (Next Qtr., C$) 21.0 EV/IC (x) 1.1
Net debt (Next Qtr., C$ m) 6,004.1 Dividend (Next Qtr., C$) 0.30
Net debt/tot cap (Next Qtr., %) 127.1 Dividend yield (%) 0.91
 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (17 Feb 12, C$) 32.85 
Target price (C$) 34.00¹ 
52-week price range 34.08 - 29.11 
Market cap. (C$ m) 6,203.53 
Enterprise value (C$ m) 12,846.04  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 
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Paul Tan 
416 352 4593 
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Companies Mentioned  (Price as of 17 Feb 12) 
Ch Energy Group, Inc. (CHG, $58.77) 
Fortis Inc. (FTS.TO, C$32.85, NEUTRAL, TP C$34.00) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
1/25/10 28.5 30   
11/8/10 33.6 32   
2/10/11 33.81 34   
8/3/11 31.37  O  
9/28/11 33.08  N   
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 O=Outperform; N=Neutra l; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and a 
7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds 
replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. 
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 
Global Ratings Distribution 

Outperform/Buy*  46% (60% banking clients) 
Neutral/Hold*  42% (56% banking clients) 
Underperform/Sell*  10% (50% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2013 EPS (earnings per share) estimate 
of C$1.85 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.3x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of 
market events and catalysts, while stock ratings reflect an analyst's investment recommendations based on expected total return over a 12-month 
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade 
Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or securities discussed in this report may be a 
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ 
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS 
Model Portfolio and important disclosures about it are available at www.credit-suisse.com/ti. 
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Taiwanese Disclosures: Reports written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or 
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to 
Customers. 

To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be 
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report 
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise 
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please 
note in particular that the bases and levels of taxation may change. 
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report 
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon 
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises 
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in 
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment 
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and 
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared 
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to 
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading. 
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The 
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject 
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, the 
values of which are influenced by currency volatility, effectively assume this risk. 
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and 
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and 
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a 
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. 
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that 
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in 
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make 
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.  
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked 
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or 
CS’s website shall be at your own risk. 
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in 
the United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am 
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in 
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A. or its affiliates; in Mexico by 
Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit 
Suisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, 
The Financial Futures Association of Japan, Japan Securities Investment Advisers Association, Type II Financial Instruments Firms Association; elsewhere in Asia/Pacific by 
whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse 
Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by the 
Securities and Exchange Board of India (registration Nos. INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay 
House,Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit 
Suisse Securities Indonesia, Credit Suisse Securities (Philippines ) Inc., and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities 
produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person.  Research provided to residents of Malaysia is authorised by the 
Head of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020. 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary 
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers 
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so 
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.  
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market 
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for 
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or 
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case 
are available upon request in respect of this report. 
Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved 
this report and/or any of the statements made herein. 
If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that 
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice 
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any 
liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 
Copyright 2012 CREDIT SUISSE AG and/or its affiliates.  All rights reserved. 

CREDIT SUISSE SECURITIES (USA) LLC 
United States of America: +1 (212) 325-2000  
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Disclosure: Credit Suisse does and seeks to do business with companies covered in its research reports. As a result, 
investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors 
should consider this report as only a single factor in making their investment decision. 
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Fortis Inc. (FTS.TO) 
FORECAST REDUCTION    

Q1 earnings preview 
■ Earnings revisions: For several reasons, we made a number of revisions to 

our Fortis Inc. financial model. Our changes focused on several areas ahead 
of the forthcoming Q1 2012 results. Specifically, our Q1 EPS estimate 
declined from C$0.71 to C$0.68. Our annual estimate declines from C$1.79 
to C$1.76. For greater details, please refer to our Canadian Infrastructure 
Q1 2012 earnings preview "Starting the season: Q1 earnings preview" (25 
April 2012). 

 
 
 

 Share price performance 
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Daily Apr 25, 2011 - Apr 24, 2012, 4/25/11 = C$31.83

Price Indexed Price Relative
 

On 04/24/12 the S&P/TSX COMPS INDEX closed at 11980.1 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2011A 0.65 0.33 0.26 0.45 
2012E 0.68 0.31 0.26 0.51 
2013E 0.72 0.32 0.27 0.53  

 Financial and valuation metrics
 

Year 12/11A 12/12E 12/13E 12/14E
EPS (CS adj.) (C$) 1.70 1.76 1.85 1.87
Prev. EPS (C$) — 1.79 — —
P/E (x) 19.6 18.9 18.0 17.8
P/E rel. (%) 137.6 143.0 157.6 170.3
Revenue (C$ m) 3,747.0 4,112.1 4,293.0 4,436.1
EBITDA (C$ m) 1,185.0 1,291.7 1,373.6 1,435.0
OCFPS (C$) 4.51 3.64 3.82 3.95
P/OCF (x) 7.4 9.1 8.7 8.4
EV/EBITDA (current) 10.3 9.4 8.8 8.5
Net debt (C$ m) 5,855 6,649 7,233 7,723
ROIC (%) 5.80 5.68 5.74 5.67
  

Number of shares (m) 189.27 IC (current, C$ m) 10,532.00
BV/share (Next Qtr., C$) 21.0 EV/IC (x) 1.1
Net debt (Next Qtr., C$ m) 6,010.1 Dividend (Next Qtr., C$) 0.30
Net debt/tot cap (Next Qtr., %) 126.5 Dividend yield (%) 0.90 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (24 Apr 12, C$) 33.27 
Target price (C$) 34.00¹ 
52-week price range 34.08 - 29.11 
Market cap. (C$ m) 6,297.16 
Enterprise value (C$ m) 12,945.67  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
 

Research Analysts 
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Paul Tan 
416 352 4593 

paul.tan@credit-suisse.com 
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Companies Mentioned  (Price as of 24 Apr 12) 
Fortis Inc. (FTS.TO, C$33.27, NEUTRAL, TP C$34.00) 
 
 

 

Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 

Price 
Target 

Price 
  

Initiation/ 
Date (C$) (C$) Rating Assumption 
1/25/10 28.5 30   
11/8/10 33.6 32   
2/10/11 33.81 34   
8/3/11 31.37  O  
9/28/11 33.08  N   
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Closing Price Target Price Initiation/Assumption Rating

C$

O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and a 
7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds 
replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. 
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
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*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  46% (60% banking clients) 
Neutral/Hold*  42% (58% banking clients) 
Underperform/Sell*  10% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2013 EPS (earnings per share) estimate 
of C$1.85 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.3x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 
Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk. 
Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports 
written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under 
Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers. 
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To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates 
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of 
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All 
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. 
The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
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The regulatory march 
■ Earnings review: Fortis reported Q1 2012 headline EPS (FD) of C$0.62, 

which missed our C$0.68 and the Street’s C$0.67 view and at the low end of 
the C$0.62-C$0.69 range. In general, we believe Fortis is making steady 
progress in delivering consistent financial results from a largely regulated 
asset base. With the current regulatory process surrounding the CH Energy 
deal, we do not believe Fortis will be involved in major transactional activity 
until sometime after close. We do not place undue emphasis on quarterly 
results as a result of the inherently long-cycle nature of many assets. 

■ Significant organic growth continues: Fortis continues to provide a rather 
robust capital expenditure outlook with guidance of C$1.3bn for 2012. 
Additionally, Fortis’ 5-year capex outlook continues to stand at C$5.5bn. 
Eighty-seven percent of that total amount is expected to go towards 
regulated utility activities that should deliver favourable risk adjusted returns.  

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. Corporate growth has benefited from the company’s 
ability to successfully acquire and integrate selected assets. In our view, the 
company is well positioned in the current market for acquisition opportunities 
post completion of the CH Energy acquisition. The company stated, “We 
remain disciplined and patient in our pursuit of additional electric and gas 
utility acquisitions in the United States and Canada that will add value for 
Fortis shareholders”. 

■ Valuation: Our C$34 target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: an 18.5x P/E multiple of 2013 
earnings; a 1.7x book value multiple; and, a DCF based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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On 05/02/12 the S&P/TSX COMPS INDEX closed at 12230.02 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2011A 0.65 0.33 0.26 0.45 
2012E 0.62 0.32 0.27 0.51 
2013E 0.72 0.32 0.28 0.53  

 Financial and valuation metrics
 

Year 12/11A 12/12E 12/13E 12/14E
EPS (CS adj.) (C$) 1.70 1.72 1.85 1.87
Prev. EPS (C$) — 1.76 — —
P/E (x) 20.4 20.1 18.7 18.4
P/E rel. (%) 142.8 151.9 163.3 176.5
Revenue (C$ m) 3,747.0 3,855.4 4,293.0 4,436.1
EBITDA (C$ m) 1,185.0 1,279.6 1,373.6 1,435.0
OCFPS (C$) 4.51 4.10 3.83 3.96
P/OCF (x) 7.4 8.4 9.0 8.7
EV/EBITDA (current) 10.5 9.7 9.0 8.6
Net debt (C$ m) 5,855 6,503 7,084 7,571
ROIC (%) 5.80 5.72 5.67 5.60
  

Number of shares (m) 189.27 IC (current, C$ m) 10,532.00
BV/share (Next Qtr., C$) 20.6 EV/IC (x) 1.1
Net debt (Next Qtr., C$ m) 6,091.1 Dividend (Next Qtr., C$) 0.30
Net debt/tot cap (Next Qtr., %) 120.3 Dividend yield (%) 0.87 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (02 May 12, C$) 34.55 
Target price (C$) 34.00¹ 
52-week price range 34.55 - 29.11 
Market cap. (C$ m) 6,539.43 
Enterprise value (C$ m) 13,042.34  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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This research note is divided into three parts: (a) results; (b) outlook; and, (c) valuation. 
Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q1 2012 Q1 2011 chg y/y
Regulated Gas Utilities - Canadian 82 75 9%
Regulated Electric Utilities - Canadian 51 52 -2%
Regulated Electric Utilities - Caribbean 3 4 -25%
Non-regulated - Fortis Generation 5 3 67%
Non-regulated - Fortis Properties 1 1 0%
Corporate and other (21) (19) -11%
Net earnings applicable to common shares 121 116 4%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment improved by roughly 9% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities include: 

■ Net customer additions were 1,000 during Q1 2012 versus net additions of 1,400 in 
Q1 2011; 

■ The amount of customer additions decreased versus Q1 2012 due to lower building 
activity; and, 

■ Sales volumes for the quarter decreased for the residential and commercial, industrial 
segments, while increased for the transportation segment. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q1 2012 Q1 2011 chg y/y

FortisBC Energy 82.0       75.0       9%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisAlberta, FortisBC Electric, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q1 2012 Q1 2011 chg y/y
FortisAlberta 21          21          0%
FortisBC Electric 16          19          -16%
Newfoundland Power 7            6            17%
Other Cdn Electric Utilities 7            6            17%
Earnings 51          52          -2%  

Source: Company data and Credit Suisse 

Results missed our and the 
Street’s estimate 
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FortisAlberta 

Earnings at this regulated utility were flat comparing Q1 2012 versus the prior period. See 
Exhibit 4 for selected highlights. 

Exhibit 4: Selected FortisAlberta performance highlights (unadjusted) 
Q1 2012 Q1 2011 chg y/y

Energy deliveries (GWh) 4,482     4,402     2%
Revenue (C$/MWh) 24.10     22.72     6%
Operating expenses (C$/MWh) 8.70       7.95       9%
Gross margin (C$/MWh) 15.39     14.77     4%
Earnings (C$millions) 21          21          0%  

Source: Company data and Credit Suisse  

FortisBC Electric 

Segmented earnings at FortisBC Electric decreased by 16% compared to the same period 
last year. The decrease was due to increased operating expense, lower capitalized 
AFUDC and expiry of PBR mechanism on December 31, 2011. 

See Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisBC Electric performance highlights (unadjusted) 
Q1 2012 Q1 2011 chg y/y

Energy deliveries (GWh) 909        905        0%
Revenue (C$/MWh) 95.71     91.71     4%
Energy supply costs (C$/MWh) 27.50     25.41     8%
Operating expenses (C$/MWh) 23.10     19.89     16%
Gross margin (C$/MWh) 45.10     46.41     -3%
Earnings (C$millions) 16          19          -16%  

Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings gained by 17% when comparing Q1 2012 versus Q1 2011. 
Higher electricity sales and lower effective corporate taxes led to result in higher earnings. 
Energy deliveries were up by approximately 4% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q1 2012 Q1 2011 chg y/y

Energy deliveries (GWh) 1,914     1,834     4%
Revenue (C$/MWh) 100.31    99.78     1%
Energy supply costs (C$/MWh) 74.19     73.06     2%
Operating expenses (C$/MWh) 10.45     10.91     -4%
Gross margin (C$/MWh) 15.67     15.81     -1%
Earnings (C$millions) 7            6            17%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

This segment’s earning increased by 17% in Q1 2012 versus Q1 2011 primarily due to 
increased electricity sales on PEI and lower effective corporate income taxes. The energy 
deliveries for the period declined by 1% compared to Q1 2011. Exhibit 7 contains selected 
highlights. 

Slight increase in energy 
delivery in Alberta 

Flat energy deliveries in BC

Increase in NP’s energy 
deliveries 

Decrease in energy 
deliveries 
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Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q1 2012 Q1 2011 chg y/y

Energy deliveries (GWh) 645        654        -1%
Revenue (C$/MWh) 141.09    139.14    1%
Energy supply costs (C$/MWh) 89.92     91.74     -2%
Operating expenses (C$/MWh) 18.60     18.35     1%
Gross margin (C$/MWh) 32.56     29.05     12%
Earnings (C$millions) 7            6            17%  

Source: Company data and Credit Suisse  

Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity (up to June 20, 2011), Caribbean Utilities, and 
Fortis Turks and Caicos. Earnings for this segment declined by 25% in Q1 2012 versus 
the same quarter last year. Energy deliveries declined 35% for several reasons. In our 
view, Belize Electricity was not overly material to Fortis. Additionally, we anticipate the 
dispute to be resolved in a rationale manner with Fortis recovering, at least, the rate base 
value. Yet, any such recovery may be over a period of time.  

See Exhibit 8 below for selected highlights. 

Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q1 2012 Q1 2011 chg y/y

Energy deliveries (GWh) 166        257        -35%
Revenue (C$/MWh) 379.52    291.83    30%
Energy supply costs (C$/MWh) 240.96    178.99    35%
Operating expenses (C$/MWh) 48.19     42.80     13%
Gross margin (C$/MWh) 90.36     70.04     29%
Earnings (C$millions) 3            4            -25%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were up 67% in Q1 2012 compared to the same quarter last year. Energy 
deliveries increased by 16% from Q1 2011 to Q1 2012 due to increased production in 
Belize. Exhibit 9 provides selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q1 2012 Q1 2011 chg y/y

Energy deliveries (GWh) 88          76          16%
Revenue (C$/MWh) 102.27    92.11     11%
Operating expenses (C$/MWh) 34.09     39.47     -14%
Gross margin (C$/MWh) 68.18     52.63     30%
Earnings (C$millions) 5            3            67%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution remained flat during the quarter. 
REVPAR increased by 5% to C$66.54 on a year over year comparison. While, the 
occupancy rate of the Real Estate Division was down by 2.1%. 

Corporate 

Corporate expenses increase by C$2 million to C$10 million in Q1 2012, when compared 
with last quarter during the same period. 
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Outlook 
We continue to believe investor, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; and (b) acquisition trail. Each of these 
issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$229 
million, of which C$176 million was spent at regulated utilities. Fortis guided that capital 
expenditures for 2012 will be roughly C$1.3 billion. A majority of the total will be spent on 
Western Canadian assets (FortisBC Energy, FortisAlberta, and FortisBC Electric). Fortis’ 
consolidated gross capital expenditures expectations over the 5 year plan (2012-2016) 
stood at C$5.5bn with 87% of that total amount being allocated to regulated utilities. Both 
FortisAlberta and ForitsBC Electric will receive the vast majority of that amount; whereas, 
the regulated gas utilities are planned to receive 23% of the total capex amount, and 13% 
is allocated to non-regulated operations. Given the regulated rates of return with utility 
capital expenditures, the increases should be viewed as longer-term positives provided an 
appropriate financial balance is struck.  

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee.  

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth.  

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 

Ongoing organic growth 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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company’s growth strategy. Fortis is currently working towards to complete its acquistion 
of CH Energy Group (see “Acquiring American assets” on 21 Febrary 2012), which it 
expects to occur by the end of Q1 2013. We view Fortis management to continue to look 
to further grow in the US. The company’s most recent Management Discussion and 
Analysis stated “We remain disciplined and patient in our pursuit of additional electric and 
gas utility acquisitions in the United States and Canada that will add value for Fortis 
shareholders”. Fortis showed discipline in its acquisition strategy by not competing in a 
bidding war for Central Vermont Service Corp. The company received a C$17m 
termination fee. For further details see “A positive pass” published on 12 July 2011. 

Given the success of Fortis in past transactions, as measured in terms of financials, share 
price and operationally, we believe the company's current valuation and skill set may lead 
to some potentially value creating acquisition activity (see Exhibit 10 below for select Fortis 
M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 

Announced Date Asset/Company Deal value ($m) Comment
2/21/2012 CH Energy Group 1,500.00USD    Pending acquisition of NY State electric utility
7/22/2009 Caribbean Utilities Co. 6.74CAD           Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD         Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD           Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD           Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD         Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD         Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD    Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD         Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD         4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD         Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD         3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD           PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD           Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD         4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD    BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD           Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD         Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD         Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD         City of Cornwall electric transmission & distribution utility.
4/16/2002 Kings Place 27.70CAD         Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD         Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD         Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD         133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD           Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD         Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD         Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD           2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD           Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD         Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD         2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD         Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD         Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD           Acquired all common shares and notes payable.

Total USD 1,565.50USD    
Total CAD 6,214.48CAD    

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 
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Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. 

Valuation  
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. In our view, the company faces a delicate balance 
of capital investment opportunities and cash flow needs. After the quarter, we revised our 
EPS estimates for 2012 to C$1.72 from C$1.76. Our Neutral rating and C$34.00 target 
price is obtained from multiple valuation approaches, including: a 18.5x P/E multiple of 
2013 earnings; a 1.7x book value multiple; and, a DCF based valuation. We reiterate our 
Neutral rating. Some historical Fortis valuation parameters appear in Exhibit 11 below 
generated by Credit Suisse RAVE. 

Exhibit 11: Fortis historical valuation 
Fortis Inc. PE Median 17.4 Fortis Inc. PE relative Median 1.2

Source: Credit Suisse estimates, IBES Source: Credit Suisse estimates, IBES

Fortis Inc. P/CF Median 7.2 Fortis Inc. P/Book Median 1.6

Source: Credit Suisse estimates, IBES Source: Credit Suisse estimates, IBES
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The author of this report wishes to acknowledge the contribution made by Setu Kumar 
Sharda, an employee of Irevna, a division of CRISIL Limited, a third-party provider of 
offshore research services to Credit Suisse. 

 

Companies Mentioned  (Price as of 02 May 12) 
Fortis Inc. (FTS.TO, C$34.55, NEUTRAL, TP C$34.00) 
 

Rating: Neutral  

Target: C$34  
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Disclosure Appendix 
Important Global Disclosures 
I, Andrew M. Kuske, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for FTS.TO 
FTS.TO Closing 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and a 
7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds 
replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. 
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  47% (59% banking clients) 
Neutral/Hold*  41% (57% banking clients) 
Underperform/Sell*  10% (52% banking clients) 
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Restricted  2% 
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2013 EPS (earnings per share) estimate 
of C$1.85 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.3x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (FTS.TO) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 
Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk. 
Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports 
written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under 
Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers. 
To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
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Multi Utilities 

Fortis Inc. (FTS.TO) 
COMPANY UPDATE    

Finalizing funding for CH 
■ Funding announcement: Fortis Inc. announced an underwriter agreement 

for an 18.5m subscription receipt bought deal at C$32.50 (~1.8% discount to 
the share price prior to announcement). Gross proceeds equate to roughly 
C$601m before the 2.775m over-allotment option (C$691m with the exercise 
of that option). As largely expected, the net proceeds will be used to fund a 
portion of the previously announced CH Energy Group Inc. acquisition for 
roughly US$1.5 billion. Unlike some other offerings in the market, we believe 
this deal is likely better placed for a variety of reasons. Given the offering 
and some other factors, we believe the stock is likely to be somewhat range-
bound until the closing of the acquisition. 

■ Transaction timing: Fortis expects the offering to close on or about 27 June 
2012. Additionally, the company continues to expect the CH deal closes by 
the end of Q1 2013. In our view, Fortis will continue to be acquisitive and is 
well positioned to benefit from potential North American asset sales from 
selected Spanish companies (see the 23 April note for details). 

■ Improving capital market conditions: Historically, Fortis has been very 
adept at acquisitions. After the closing of the CH deal, we believe FTS is well 
positioned for additional opportunities. Fortis stated, “We remain disciplined 
and patient in our pursuit of additional electric and gas utility acquisitions in 
the United States and Canada that will add value for Fortis shareholders.” 

■ Valuation: Our C$34 target price and Neutral rating are obtained utilizing 
multiple valuation approaches, including: an 18.5x P/E multiple of 2013 
earnings; a 1.7x book value multiple; and, a DCF-based valuation. We 
reiterate our Neutral rating. 

 
 

 Share price performance 
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Daily Jun 20, 2011 - Jun 19, 2012, 6/20/11 = C$32.04

Price Indexed Price Relative
 

On 06/19/12 the S&P/TSX COMPS INDEX closed at 11736. 

 

Quarterly EPS Q1 Q2 Q3 Q4 
2011A 0.65 0.33 0.26 0.45 
2012E 0.62 0.32 0.27 0.51 
2013E 0.72 0.32 0.28 0.53  

 Financial and valuation metrics
 

Year 12/11A 12/12E 12/13E 12/14E
EPS (CS adj.) (C$) 1.70 1.72 1.85 1.87
Prev. EPS (C$) — — — —
P/E (x) 19.5 19.2 17.9 17.7
P/E rel. (%) 146.0 150.4 161.7 177.4
Revenue (C$ m) 3,747.0 3,855.4 4,293.0 4,436.1
EBITDA (C$ m) 1,185.0 1,279.6 1,373.6 1,435.0
OCFPS (C$) 4.51 4.10 3.83 3.96
P/OCF (x) 7.4 8.1 8.6 8.4
EV/EBITDA (current) 10.2 9.5 8.8 8.5
Net debt (C$ m) 5,855 6,503 7,084 7,571
ROIC (%) 5.80 5.72 5.67 5.60
  

Number of shares (m) 189.30 IC (current, C$ m) 10,532.00
BV/share (Next Qtr., C$) 20.6 EV/IC (x) 1.1
Net debt (Next Qtr., C$ m) 6,091.1 Dividend (Next Qtr., C$) 0.30
Net debt/tot cap (Next Qtr., %) 120.3 Dividend yield (%) 0.91 

  Source: Company data, Credit Suisse estimates. 

Rating NEUTRAL* 
Price (19 Jun 12, C$) 33.08 
Target price (C$) 34.00¹ 
52-week price range 34.55 - 29.11 
Market cap. (C$ m) 6,262.13 
Enterprise value (C$ m) 12,765.04  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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Paul Tan 
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this report. 
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows: 
Outperform (O): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived 
risk) over the next 12 months. 
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ±10-15%) over the next 12 months. 
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months. 
*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total 
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**, 
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. 
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry 
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of 
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage 
universe**. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and a 
7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds 
replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. 
**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector. 
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
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Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  48% (59% banking clients) 
Neutral/Hold*  41% (56% banking clients) 
Underperform/Sell*  9% (51% banking clients) 
Restricted  2% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (FTS.TO) 
Method: We obtain our C$34.00 target price for Fortis Inc. by using multiple valuation methodologies, yield base analysis, and discounted cash flow, 
all of which produce the C$34.00 target. Our target price implies a P/E (price/earnings) multiple of 18.5x our 2013 EPS (earnings per share) estimate 
of C$1.85 and an EV/EBITDA (enterprise value/earnings before interest, taxes, depreciation, and amortization) multiple of 10.3x our EBITDA 
estimate. 
Risks: There are a number of risks to Fortis' achievement of our C$34.00 target price: commodity prices; weather; environmental; regulatory; access 
to capital markets; and, interest rates. Moreover, one should never underestimate the power of the regulator in any regulated business. 
Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the 
target price method and risk sections. 
 

See the Companies Mentioned section for full company names. 
The subject company (FTS.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (FTS.TO) within the 
past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (FTS.TO) within the next 3 
months. 
Credit Suisse has received compensation for products and services other than investment banking services from the subject company (FTS.TO) 
within the past 12 months. 
Important Regional Disclosures 
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report. 

An analyst involved in the preparation of this report has visited certain material operations of the subject company (FTS.TO) within the past 12 
months.  The analyst may not have visited all material operations of the subject company.  The travel expenses of the analyst in connection with 
such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 

Principal is not guaranteed in the case of equities because equity prices are variable. 
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that. 
Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk. 
Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports 
written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under 
Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers. 
To the extent this is a report  authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors:  
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The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts 
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
• Andrew M. Kuske, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
• Paul Tan, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Canada), Inc.. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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Multi Utilities 

Fortis Inc. (FTS.TO) 
FORECAST INCREASE    

A British Columbia Bolt On 
■ Earnings review: Fortis reported Q2 2012 headline EPS (FD) of C$0.33, 

which was ahead of our C$0.32 and inline with the Street’s C$0.33 view and 
within the C$0.32-C$0.34 range. In general, we believe Fortis continues to 
deliver rather consistent financial results from a largely regulated asset base. 
With the current regulatory process surrounding the CH Energy deal, we do 
not believe Fortis will be involved in major transactional activity until 
sometime after close. Notably, FTS announced negotiations for the Kelowna, 
BC electricity utility’s ownership that is already operated by the company’s 
BC-based business. We do not place undue emphasis on quarterly results 
as a result of the inherently long-cycle nature of many assets. 

■ Significant organic growth continues: Fortis continues to provide a rather 
robust capital expenditure outlook with guidance of C$1.3bn for 2012. 
Additionally, Fortis’ 5-year capex outlook continues to stand at C$5.5bn. 
Eighty-six percent of that total amount is expected to go towards regulated 
utility activities that should deliver favourable risk adjusted returns.  

■ Improving capital market conditions: A large part of corporate growth has 
come from successfully acquiring and integrating assets. In our view, Fortis 
is well positioned in the current market for acquisition opportunities post 
completion of the CH Energy acquisition. FTS stated, “[w]e remain 
disciplined and patient in our pursuit of additional electric and gas utility 
acquisitions in the United States and Canada that will add value for Fortis 
shareholders”. 

■ Valuation: We obtain our C$38 target price from multiple valuation methods, 
but primarily rely upon a targeted dividend yield of 3.25%. We maintain our 
Outperform rating. 
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Quarterly EPS Q1 Q2 Q3 Q4 
2011A 0.65 0.33 0.26 0.45 
2012E 0.62 0.33 0.26 0.52 
2013E 0.73 0.32 0.27 0.53  

 Financial and valuation metrics
 

Year 12/11A 12/12E 12/13E 12/14E
EPS (CS adj.) (C$) 1.70 1.73 1.85 1.87
Prev. EPS (C$) — 1.72 — —
P/E (x) 19.8 19.4 18.1 17.9
P/E rel. (%) 145.7 144.5 156.0 169.4
Revenue (C$ m) 3,747.0 3,835.1 4,254.3 4,396.5
EBITDA (C$ m) 1,185.0 1,291.0 1,368.4 1,429.7
OCFPS (C$) 4.51 4.67 3.94 4.08
P/OCF (x) 7.4 7.2 8.5 8.2
EV/EBITDA (current) 10.7 9.8 9.2 8.8
Net debt (C$ m) 5,855 6,672 7,270 7,782
ROIC (%) 5.80 5.77 5.54 5.48
  

Number of shares (m) 189.97 IC (current, C$ m) 10,532.00
BV/share (Next Qtr., C$) 20.6 EV/IC (x) 1.1
Net debt (Next Qtr., C$ m) 6,488.1 Dividend (Next Qtr., C$) 0.30
Net debt/tot cap (Next Qtr., %) 127.0 Dividend yield (%) 0.89 

  Source: Company data, Credit Suisse estimates. 

Rating OUTPERFORM* 
Price (31 Jul 12, C$) 33.54 
Target price (C$) 38.00¹ 
52-week price range 34.55 - 29.11 
Market cap. (C$ m) 6,371.50 
Enterprise value (C$ m) 13,043.71  
*Stock ratings are relative to the relevant country benchmark. 
¹Target price is for 12 months. 
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This research note is divided into three parts: (a) results; (b) outlook; and, (c) valuation. 
Each of these areas will be addressed in greater detail below. 

Results 
Exhibit 1 highlights the segmented unadjusted earnings contributions for the most recent 
quarter and for the comparable period one year ago. Our commentary for each segment 
appears under the various headings below. 

Exhibit 1: Segmented unadjusted earnings contribution  
C$ in millions, unless otherwise stated 

Q2 2012 Q2 2011 chg y/y
Regulated Gas Utilities - Canadian 13 15 -13%
Regulated Electric Utilities - Canadian 52 43 21%
Regulated Electric Utilities - Caribbean 6 6 0%
Non-regulated - Fortis Generation 5 2 150%
Non-regulated - Fortis Properties 8 8 0%
Corporate and other (22) (17) -29%
Net earnings applicable to common shares 62 57 9%  

Source: Company data and Credit Suisse 

Regulated Gas Utilities - Canadian 

The unadjusted earnings for this segment decreased by roughly 13% year-over-year (see 
Exhibit 2). Some notable items for the regulated gas utilities include: 

■ Sales volumes for the quarter decreased for the residential and commercial, industrial 
segments, while there was a slight increase for the transportation segment. 

Exhibit 2: Regulated Gas Utilities (unadjusted) 
Q2 2012 Q2 2011 chg y/y

FortisBC Energy 13.0        15.0        -13%  
Source: Company data and Credit Suisse 

Regulated Electric Utilities – Canadian 

This segment includes operating companies like FortisAlberta, FortisBC Electric, 
Newfoundland Power and Other Canadian Electric Utilities, which includes Maritime 
Electric and FortisOntario. Detailed contributions for each of these divisions can be found 
in Exhibit 3. 

Exhibit 3: Regulated electric utilities – Canadian contribution (unadjusted) 
C$ in millions, unless otherwise stated 

Q2 2012 Q2 2011 chg y/y
FortisAlberta 26           18           44%
FortisBC Electric 9             9             0%
Newfoundland Power 12           10           20%
Other Cdn Electric Utilities 5             6             -17%
Earnings 52           43           21%  

Source: Company data and Credit Suisse 

FortisAlberta 

Earnings at this regulated utility were up comparing Q2 2012 versus the prior period. See 
Exhibit 4 for selected highlights. 

 

 

Results surpassed our 
estimate 
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Exhibit 4: Selected FortisAlberta performance highlights (unadjusted) 
Q2 2012 Q2 2011 chg y/y

Energy deliveries (GWh) 3,853      3,822      1%
Revenue (C$/MWh) 28.55      26.95      6%
Operating expenses (C$/MWh) 9.60        9.42        2%
Gross margin (C$/MWh) 18.95      17.53      8%
Earnings (C$millions) 26           18           44%  

Source: Company data and Credit Suisse  

FortisBC Electric 

Segmented earnings at FortisBC Electric remained flat compared to the same period last 
year. 

See Exhibit 5 for selected highlights. 

Exhibit 5: Selected FortisBC Electric performance highlights (unadjusted) 
Q2 2012 Q2 2011 chg y/y

Energy deliveries (GWh) 676         682         -1%
Revenue (C$/MWh) 99.11      95.31      4%
Energy supply costs (C$/MWh) 19.23      16.13      19%
Operating expenses (C$/MWh) 31.07      30.79      1%
Gross margin (C$/MWh) 48.82      48.39      1%
Earnings (C$millions) 9             9             0%  

Source: Company data and Credit Suisse  

Newfoundland Power 

This segment’s earnings gained by 20% when comparing Q2 2012 versus Q2 2011. 
Higher ROE and lower effective corporate taxes led to result in higher earnings. Energy 
deliveries were down by approximately 1% (see Exhibit 6). 

Exhibit 6: Selected Newfoundland Power performance highlights (unadjusted) 
Q2 2012 Q2 2011 chg y/y

Energy deliveries (GWh) 1,259      1,269      -1%
Revenue (C$/MWh) 103.26    104.81    -1%
Energy supply costs (C$/MWh) 61.95      63.04      -2%
Operating expenses (C$/MWh) 13.50      13.40      1%
Gross margin (C$/MWh) 27.80      28.37      -2%
Earnings (C$millions) 12           10           20%  

Source: Company data, Credit Suisse estimates 

Other Canadian Electric Utilities 

This segment’s earning decreased by roughly 17% in Q2 2012 versus Q2 2011 primarily 
due to increased operating expenses at FortisOntario. The energy deliveries for the period 
were flat compared to Q2 2011. Exhibit 7 contains selected highlights. 

Exhibit 7: Selected Other Canadian Electric Utilities performance highlights (unadjusted)
Q2 2012 Q2 2011 chg y/y

Energy deliveries (GWh) 563         562         0%
Revenue (C$/MWh) 145.65    138.79    5%
Energy supply costs (C$/MWh) 90.59      83.63      8%
Operating expenses (C$/MWh) 21.31      19.57      9%
Gross margin (C$/MWh) 33.75      35.59      -5%
Earnings (C$millions) 5             6             -17%  

Source: Company data and Credit Suisse  

Slight increase in energy 
delivery in Alberta 

Slight decrease in energy 
deliveries in BC 

Slight decrease in NP’s 
energy deliveries 

Flat energy deliveries 
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Regulated Electric Utilities – Caribbean 

This segment includes Belize Electricity (up to June 20, 2011), Caribbean Utilities, and 
Fortis Turks and Caicos. Earnings for this segment were flat in Q2 2012 versus the same 
quarter last year. Energy deliveries declined 52% for several reasons. In our view, Belize 
Electricity was not overly material to Fortis. Additionally, we anticipate the dispute to be 
resolved in a rational manner with Fortis recovering, at least, the rate base value. Yet, any 
such recovery may be over a period of time.  

See Exhibit 8 below for selected highlights. 

Exhibit 8: Caribbean - Regulated Electric Utilities performance highlights (unadjusted) 
Q2 2012 Q2 2011 chg y/y

Energy deliveries (GWh) 184         383         -52%
Revenue (C$/MWh) 364.13    221.93    64%
Energy supply costs (C$/MWh) 211.96    138.38    53%
Operating expenses (C$/MWh) 48.91      28.72      70%
Gross margin (C$/MWh) 103.26    54.83      88%
Earnings (C$millions) 6             6             0%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Generation 

The non-regulated generation assets within this segment are located in Belize, British 
Columbia, Central Newfoundland, Ontario and Upper New York State. Earnings for the 
segment were up 150% in Q2 2012 compared to the same quarter last year. Energy 
deliveries decreased by 3% from Q2 2011 to Q2 2012 due to decreased production in 
Upstate New York and in Ontario. Exhibit 9 provides selected highlights. 

Exhibit 9: Non-regulated generation – selected highlights 
Q2 2012 Q2 2011 chg y/y

Energy deliveries (GWh) 87           90           -3%
Revenue (C$/MWh) 103.45    77.78      33%
Energy supply costs (C$/MWh) 11.49      11.11      n/a
Operating expenses (C$/MWh) 11.49      11.11      3%
Gross margin (C$/MWh) 80.46      55.56      45%
Earnings (C$millions) 5             2             150%  

Source: Company data and Credit Suisse 

Non-regulated – Fortis Properties 

Fortis Properties’ net unadjusted earning contribution remained flat during the quarter. 
REVPAR increased by 2.4% to C$85.56 on a year over year comparison. While, the 
occupancy rate of the Real Estate Division was down by 2.0%. 

Corporate 

Corporate expenses increase by C$5 million to C$22 million in Q2 2012, when compared 
with last quarter during the same period. 

Outlook 
We continue to believe investors, whether existing or prospective, should consider several 
major issues, including (a) funding organic growth; and (b) acquisition trail. Each of these 
issues is addressed below. 

Funding organic growth 

In the most recent quarter the company’s reported capital expenditures totaled C$282 
million, of which C$215 million was spent at regulated utilities. Fortis guided that capital 
expenditures for 2012 will be roughly C$1.3 billion. A majority of the total will be spent on 

Ongoing organic growth 



 31 July 2012 

Fortis Inc. (FTS.TO) 5 

Western Canadian assets (FortisBC Energy, FortisAlberta, and FortisBC Electric). Fortis’ 
consolidated gross capital expenditures expectations over the 5 year plan (2012-2016) 
stood at C$5.5bn with 86% of that total amount being allocated to regulated utilities. Both 
FortisAlberta and ForitsBC Electric will receive the vast majority of that amount; whereas, 
the regulated gas utilities are planned to receive 21% of the total capex amount, and 14% 
is allocated to non-regulated operations. Given the regulated rates of return with utility 
capital expenditures, the increases should be viewed as longer-term positives provided an 
appropriate financial balance is struck. 

With the significant current relative valuation advantages, we believe that Fortis may 
become more motivated to explore possible capital efficiency initiatives. In our view, the 
company possesses ample opportunities to become much more capital efficient. One 
strategy involves divesting certain non-utility assets and redeploying capital into utility 
assets or funding the capital program. Another option would entail divesting partial 
interests in selected utility assets in an asset management model approach and receiving 
a management fee. 

In fact, some of the media reports prior to the official announcement of PPL Corporation’s 
acquisition of E.ON’s Kentucky utility assets for US$7.625 billion stated that a consortium 
led by Fortis Inc. was one of three finalists for those assets. We would regard that type of 
information in media reports as being something akin to an asset management style of 
approach. Ultimately, we believe that such a strategy would help Fortis generate a higher 
level of returns. Additionally, the use of an asset management type approach would make 
large acquisitions which could potentially further accelerate growth. 

Generally, we continue to prefer pure-play utility companies without an undue amount of 
non-core asset exposure. Historically, non-core assets (especially real estate) have been 
somewhat commonplace for many utilities. Fortis has been no exception to that approach. 
Notably, the mix of commercial and hospitality real estate assets held by Fortis have been 
positive contributors and also provide the company a bit of financial flexibility for a 
selection of reasons. In light of current market conditions, we believe there is a much less 
compelling case for the monetization of these assets than as in the past. We note Fortis 
Properties continues to increase in scale and scope which may eventually make it more 
attractive for acquisition or monetization. Yet, for a number of reasons, we continue to 
believe there is a rather low probability of either of those events occurring. 

Even discounting the potential monetization of assets that we would consider to be non-
core, we believe Fortis possesses considerable potential to become much more capital 
efficient. Given the significant interest in infrastructure assets by many investors seeking 
long-dated types of return, Fortis could easily divest portions of its existing asset base to 
pension fund investors and charge a management fee for their operational and 
management expertise. This type of approach could significantly improve capital efficiency 
and returns on capital. In addition, this asset management approach could also free-up 
capital that could be used to fund the existing capital program or fund future acquisitions. 

Acquisition trail 

In our view, Fortis continues to demonstrate a rather impressive ability to successfully 
integrate acquisitions. Additionally, we view acquisitions as somewhat central to the 
company’s growth strategy. Fortis is currently working towards to complete its acquistion 
of CH Energy Group (see “Acquiring American assets” on 21 Febrary 2012), which it 
expects to occur by the end of Q1 2013. On 31 July 2012, on the company’s Q2 2012 
results, announced that they are in dicussion with the City of Kelowna (British Columbia) to 
acquire the city’s electricity distribution utility. No details were given, however, we don’t 
believe the amount to be meaningful to Fortis Inc. We view Fortis management to continue 
to look to further grow in the US. The company’s most recent Management Discussion and 
Analysis stated “We remain disciplined and patient in our pursuit of additional electric and 
gas utility acquisitions in the United States and Canada that will add value for Fortis 
shareholders”. Fortis showed discipline in its acquisition strategy by not competing in a 

Opportunities for improved 
capital efficiency 

Capital efficiency initiatives 
could aid funding of 
acquisitions or the existing 
capital program funding 
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bidding war for Central Vermont Service Corp. The company received a C$17m 
termination fee. For further details see “A positive pass” published on 12 July 2011. 

Given the success of Fortis in past transactions, as measured in terms of financials, share 
price and operationally, we believe the company's current valuation and skill set may lead 
to some potentially value creating acquisition activity (see Exhibit 10 below for select Fortis 
M&A transactions). 

Exhibit 10: Selected Fortis M&A transactions  
$ in millions, unless otherwise stated 

Announced Date Asset/Company Deal value ($m) Comment
2/21/2012 CH Energy Group 1,500.00USD    Pending acquisition of NY State electric utility
7/22/2009 Caribbean Utilities Co. 6.74CAD           Acquired an additional 2.7% of Caribbean Utilities Co.
6/23/2009 Great Lakes Power Distribution 68.00CAD         Acquired from Brookfield the utility that serves the District of Algoma in northern Ontario.
10/1/2008 Grimsby Power Inc. 1.10CAD           Acquired a 10% minority interest.
10/1/2008 Caribbean Utilities Co. 3.00CAD           Acquired an additional 1% of Caribbean Utilities Co.
8/15/2008 Caribbean Utilities Co. 25.00CAD         Acquired an additional 2% of Caribbean Utilities Co.
7/23/2007 Delta Regina 49.95CAD         Delta hotel located in Regina, Saskatchewan.
2/26/2007 Terasen Inc. 3,700.00CAD    Gas distribution in British Columbia.
11/7/2006 Caribbean Utilities Co. 55.70CAD         Acquired an additional 16% of Caribbean Utilities Co.
10/19/2006 4 hotels in western Canada 51.60CAD         4 hotels (Holiday Inn, Best Western and Ramada) located in BC and Alberta.
8/28/2006 PPC Ltd & Atlantic Equipment & Power (Turks & Caicos) Ltd. 97.70CAD         Electric utility that services ~80% of the Turks and Caicos Islands.
1/25/2005 3 hotels in western Canada 62.60CAD         3 hotels in Western Canada from Greenwood Inns (Calgary, Edmonton and Winnipeg).
12/15/2004 Princeton Light & Power 3.70CAD           PLP is an electric utility that services Princeton, BC.
5/21/2004 Belize Electric Company Ltd. 3.50USD           Acquired the remaining 5% interest of the company.
9/17/2003 4 hotels in Ontario 43.20CAD         4 hotels located in Ontario (Cambridge, Kitchener, Sarnia and Peterborough).
9/15/2003 Alberta Utility & British Columbia Utility (from Aquila) 1,500.00CAD    BC and Alberta units of Aquila Inc.
2/26/2003 Granite Power Corp 8.80CAD           Company consist of Granite Power Distribution & Granite Power Generation.
1/30/2003 Caribbean Utilities Co. 71.00CAD         Acquired additional 3,863,695 Class A Ordinary Shares, representing approximately 15.9 

per cent of the outstanding shares of the company and increased Fortis’ holding to 
roughly 38%.

12/1/2002 Delta St John's Hotel and conference centre 25.90CAD         Hotel in downtown St. John's, Newfoundland
5/9/2002 Cornwall Street Railway Light 67.70CAD         City of Cornwall electric transmission & distribution utility.
4/16/2002 Kings Place 27.70CAD         Commercial property in Fredericton, NB.
3/13/2002 Caribbean Utilities Co. 12.90CAD         Acquired additional ~2% of the company.
3/20/2002 Niagara Power Co. 49.00CAD         Purchase remaining 50% of Niagara Power Co.
2/1/2002 Cabot palace I 14.30CAD         133,327 Square feet premium office tower in  St. John's, Newfound land

9/18/2001 Portfolio of properties in St. John's 8.30CAD           Purchased TD Place commercial bldg and 6 parcels of land.
9/14/2001 Aliant Poles 46.00CAD         Purchased 102,000 poles and related infrastructure from Aliant Telecom.
1/26/2001 Belize Electric Company  Ltd. 62.00USD         Acquired 95% of company from Duke Energy.
12/19/2000 2 Hydro generating stations 6.90CAD           2 generating stations (6.88MW) in upper New York state.
12/14/2000 Brunswick Square Ltd. 6.20CAD           Acquired 50% of the company Fortis doesn't own.
12/1/2000 Fort William Building and Blue cross centre  CAD         52.70 Fort William building in St. John's, Newfound land and Blue cross centre in Moncton, 

New Brunswick.
2/23/2000 Caribbean Utilities Co. 79.90CAD         Acquired 20% of the company.
12/30/1999 2 Hydro generating stations 19.77CAD         2 generating stations (16MW) in upper New York state (Moose River & Philadelphia)
10/28/1999 Belize Electricity Ltd. 36.80CAD         Acquired 67% interest in the main commercial generator, transmitter & distributor of 

electricity in Belize.
8/31/1999 Brunswick Square Ltd. 10.12CAD         Acquired 50% of the company by Fortis Properties.
1/31/1999 Mount Peyton 2.20CAD           Acquired all common shares and notes payable.

Total USD 1,565.50USD    
Total CAD 6,214.48CAD    

Source: Bloomberg, Company data and Credit Suisse  

In terms of acquisitions, we believe Fortis has a few advantages over others, including: 

■ Fortis has growing expertise with both electric and gas utilities; 

■ Larger size will allow it to look at a larger spectrum of potential target companies; 

■ A proven ability to effectively integrate acquisitions; 

■ A rather strong appetite for yield oriented securities in Canada; 

■ The potential ability to support a transaction with pension fund capital; 

■ Canada’s rather benign interest rate environment; and, 

■ Bought deal financing commonly employed in Canada. 

Historically, Fortis has been very adept at acquisitions. Corporate growth has benefited 
from the company’s ability to successfully acquire and integrate selected assets. 

Valuation 
We continue to believe that Fortis has strong organic growth in key areas such as British 
Columbia, Alberta and the Caribbean. After the quarter, we revised our EPS estimates for 
2012 to C$1.73 from C$1.72. Our Outperform rating and C$38.00 target price is obtained 

Fortis possesses a number 
of absolute and relative 
advantages over some other 
competitors 

Rating: Outperform 

Target: C$38  
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from multiple valuation methods, but primarily rely upon a targeted dividend yield of 
3.25%. We reiterate our Outperform rating. Some historical Fortis valuation parameters 
appear in Exhibit 11 below generated by Credit Suisse RAVE. 

Exhibit 11: Fortis historical valuation 
Fortis Inc. PE Median 17.5 Fortis Inc. PE relative Median 1.2

Source: Credit Suisse estimates, IBES Source: Credit Suisse estimates, IBES

Fortis Inc. P/CF Median 7.2 Fortis Inc. P/Book Median 1.6

Source: Credit Suisse estimates, IBES Source: Credit Suisse estimates, IBES
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Exhibit 12 and Exhibit 13 put our rating into context versus the Street. 

Exhibit 12: Total return forecast in perspective   Exhibit 13: Total return forecast in perspective  
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