FORTIS..

FORIMMEDIATE RELEASE

St. John's, Newfoundland (October 31, 2001):

Fortis Achieves Record Earningsin Third Quarter

FortisInc.
Financial Highlights
Period Ended September 30

($000's) Quarter Y ear -to-date

2001 2000 2001 2000
Revenue 137,636 126,393 473,910 434,814
Cash flow from operations 22,697 13,324 92,271 61,882
Recurring Earnings 11,704 6,143 40,020 27,562
Non-Recurring Items - 126 3,535 367
Earnings applicable to common shares 11,704 6,269 43,555 27,929
Recurring earnings per common share ($) 0.79 047 2.69 209
Earnings per common share ($) 0.79 047 2.93 211

Revenue ($000's)
Quarter Y ear -to-date

2001 2000 2001 2000
Newfoundland Power 66,874 64,701 271,729 262,587
Maritime Electric 24,304 23,139 71,084 67,910
FortisUS Energy 431 761 2,396 2494
Belize Electricity 19,548 17,005 53,486 47,904
Belize Electric (BECOL) 5,519 - 9,596 -
Canadian Niagara Power 10,330 10,474 31,526 27,072
Fortis Properties 19,826 14,605 55,565 38,329

Energy Sales(GWh)
Quarter Y ear -to-date

2001 2000 2001 2000
Newfoundland Power 814 787 3,553 3445
Maritime Electric 253 240 744 716
FortisUS Energy 6 10 48 55
Belize Electricity 69 60 192 173
Bdize Electric (BECOL) 31 40+ 54 57*
Canadian Niagara Power 159 159 474 a77

* Fortis Inc. acquired a 95 % interest in BECOL in January 2001. Compar ative figures provided for information only.

Note: Financial information in thisreleaseis presented in Canadian dollars unless otherwise specified.




“Fortis is extremely pleased to report record earnings growth to our shareholders,” says Stan
Marshdl, Presdent and Chief Executive Officer, FortisInc. “Overdl, our operating companies
performed very wdl this quarter. Our investment in Belize Electric Company Limited and the
enactment of regulations in Maritime Electric’ s jurisdiction made sgnificant contributions to third
quarter and year-to-date performance. Newfoundland Power and Fortis Properties also
produced strong resultsin the third quarter.”

Earnings for the third quarter of 2001 were $11.7 million, an 86 per cent increase over earnings
of $6.3 million for the third quarter of 2000. On a per share basis, earnings were $0.79 for the
third quarter of 2001 compared to earnings of $0.47 for the same period last year. Earnings
year-to-date grew 56 per cent to $43.6 million from $27.9 million for the same period last year.
On a year-to-date basis, earnings per share were $2.93 compared to $2.11 for the same
period last year. Belize Electric Company Limited (BECOL) contributed $3.4 million to third
quarter earnings and $3.1 million year-to-date.

“Our disciplined acquidition drategy is producing podtive results as evidenced again this
quarter,” says Marshdl. “We expect to achieve record resultsin 2001.”

Revenue for the third quarter increased nine per cent to $137.6 million from $126.4 million for
the third quarter of 2000. Revenue on a year-to-date basis was $473.9 million compared to
$434.8 million for the same period in 2000. Revenue associated with the acquistion of income
producing properties by Fortis Properties as well as increased energy sdes at dl utilities led to
the growth in revenue.

Cash flow from operations for the third quarter was $22.7 million compared to $13.3 million for
the same period last year. Cash flow from operations year-to-date was $92.3 million
compared to $61.9 million for the same period last year as aresult of growth in earnings.

Congtruction started on the $65 million Exploits River Hydro Partnership project with Abitibi-
Consolidated Inc. in September 2001. Under the terms of the Partnership Agreement, Abitibi-
Consolidated’ s hydroelectric plants at Grand Falls-Windsor and Bishop's Fals, Newfoundland
are being redeveloped to increase annuad energy production by gpproximately 140 gigawatt
hours (GWh).

Newfoundland Power and another Fortis subsidiary closed a $46 million transaction to
purchase 102,000 poles and related infrastructure from Aliant Telecom Inc. in Newfoundland.
“The Aliant pole acquigtion fits well with the devel opment Strategy and expertise of Fortis,” says
Marshdl. “The purchase of Aliant's poles and related infragtructure in Newfoundland will
enable Newfoundland Power to achieve continuing efficiency gains and more effectively manage
itseectricd distribution system.”

The Government of Prince Edward Idand enacted regulations enabling adjustments to basic
electricity rates in Prince Edward 1dand in October 2001. Under the legidation, which has
goplication as of January 1, 2001, Maritime Electric’s base rates will till be limited to 110 per
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cent of the rates charged by NB Power for equivalent service in New Brunswick. However,
the regulations permit Maritime Electric to recover increased energy codts resulting from
increasss in the price of oil and premiums associated with generated and purchased energy.
The impact of the regulations on the first and second quarter results are not reflected in third
quarter results but are included in year-to-date earnings.

“The regulaions will sgnificantly reduce Maritime Electric’'s exposure to volatility in energy
prices and will restore the Company’s rate of return to a level consstent with those of other
wdl-run Canadian dectric utilities” says Marshdl. “This will enable the Company to conduct
necessary capitd programs and will lay the groundwork for future investment in Prince Edward
Idand, particularly in the area of generation,” he adds.

Fortis Properties officidly opened a hotel in Haifax, Nova Scotia in September.  The 178-
room Four Points by Sheraton Halifax is interconnected to the Company-owned Maritime
Centre in downtown Halifax and is the first Four Points by Sheraton property in Atlantic
Canada. “The large and growing Hdifax marketplace is key to Fortis Properties strategy to
grow its hospitaity operations in Atlantic Canada,” says Marshdl.

Fortis Properties acquired a portfolio of properties, including the 96,300 square foot Class A
office property known as TD Place, in downtown St. John’s, Newfoundland for a purchase
price of $8.3 million in September. “This purchase adds to the downtown holdings of Fortis
Properties and postions the Company for future development opportunities as the market
permits” says Marshdll.

Subsequent to quarter end, Hurricane Iris passed through the southern area of Bdize.
Electricity service has been restored to gpproximately fifty per cent of the 2,600 customers
impacted by the sorm. Revenue loss resulting from Hurricane Iris is projected to be
approximately US$200,000 to US$300,000. Capital costs associated with repairs to the
eectricity system are etimated at US$2.5 million.

The remainder of this page intentionally left blank.



FortisInc.
Earnings Contribution by Company
Period Ended September 30

($ millions) Quarter Y ear-to-date
2001 2000 2001 2000
Earnings/(L 0ss)
Newfoundland Power 34 2.9 24.6 21.6
Maritime Electric 1.8 0.8 5.3 1.8
FortisUS Energy (0.2) 0.1 0.1 0.6
Bedlize Electricity 2.2 2.2¢+ 4.7 4.6+
BECOL 3.4 - 3.1 -
Canadian Niagara Power 15 15 4.2 3.7
Caribbean Utilities 1.0 0.9 3.1 2.0
Fortis Properties 2.2 15 51 2.5
Corporate (3.6) (3.7) (10.2) (9.3
Earnings before non-recurring items 11.7 6.2 40.0 27.5
Fortis Trust — Discontinued Operations - 0.1 0.2 04
Gain on sde of Fortis Trust - - 0.5 -
Interest on income tax reassessment - - 0.3 -
Gan on sde of Centennid Building - - 2.6 -
Total 11.7 6.3 43.6 27.9

* Adjusted to reflect the enactment of regulations to amend the Maritime Electric Company Limited Regulation Act.
** Restated

UTILITY OPERATIONS
Newfoundland Power

Newfoundland Power's earnings for the third quarter were $3.4 million, seventeen per cent
higher than earnings of $2.9 million for the same quarter last year. Earnings year-to-date were
$24.6 million, an increase d fourteen per cent over earnings of $21.6 million for the same
period last year. Operating efficiencies, increased pole renta revenue, higher energy salesand a
tax refund from Canada Customs and Revenue Agency (CCRA) contributed to the increase in
earnings year-to-date.

Energy sdes for the third quarter were 814 GWh, 27 GWh higher than the same quarter last
year. Energy sales year-to-date were 3,553 GWh, a three per cent increase over energy saes



of 3,445 GWh for the same period in 2000. Growth in the number of customers and average
energy usage led to the increase in energy sales.

Revenue for the third quarter was $66.9 million compared to $64.7 million for the same quarter
last year. Revenue year-to-date was $271.7 million, $9.1 million higher than the same period
last year due to higher energy sdes, increased pole renta revenues and $1.7 million in interest
received as part of an income tax refund.

Newfoundland Power’s operating expenses excluding purchased power costs were $12.8
million for the third quarter of 2001, comparable to the third quarter of 2000. Operating
expenses, excluding purchased power codts, year-to-date were $37.4 million, comparable to
the same period last year. Expressed on a per customer basis, operating cost has reached its
lowest leve in adecade.

Depreciation expense for the third quarter of 2001 totalled $7.0 million up $1.0 million over the
same period last year. Depreciation expense year-to-date was $27.7 million compared to
$24.2 million for the same period in 2000. The increase resulted from Newfoundland Power’s
continued investment in the dectricity syslem to improve reiability of supply and service to
customers.  Also, a five-year depreciation expense adjustment previoudy ordered by the
Newfoundland and Labrador Board of Commissioners of Public Utilities (PUB) was completed
last year. In 2000, the last year for the adjustment, annua depreciation expense was reduced
by $3.1 million.

On September 14, 2001, Newfoundland Power closed a $40 million transaction to acquire
70,000 joint use digtribution poles from Aliant Telecom Inc. The PUB approved the transaction
ealier in the quarter. As of January 1, 2001, Aliant Telecom Inc. rented pole space from
Newfoundland Power. The ded will be completed over a five-year period and represents
gpproximately eight per cent growth in Newfoundland Power’s rate base. Seventy per cent of
the transaction will occur by January 1, 2002. An additiona 32,000 non-joint use poles were
purchased by a non-regulated subsidiary of Fortis Inc. for approximately $6 million.

Further to reassessments and a refund issued by the CCRA in 2000 that confirmed the
deductibility of generd expenses capitdized (GEC), Newfoundland Power recelved an
additional $6 million refund in the first quarter of 2001 related to GEC for the 1994 through
1998 taxation years. The refund was comprised of interest of $1.7 million and tax of $4.3
million. Year-to-date, the effective tax rate was 32.1 per cent compared to 38.4 per cent for
the same period last year. The annua effective tax rate for 2000 was reduced to 32.9 per cent
once the impact of the tax refund was reflected in fourth quarter results.

In August, Newfoundland Power was named an Award of Excellence winner in Customer Care
by the Canadian Information Productivity Awards (CIPA) for its innovative use of technology
and focus on employee development to create customer service solutions. This award is the
first of itskind to be awarded to a Newfoundland company.



Maritime Electric

Maritime Electric’s earnings for the third quarter were $1.8 million, a $1.0 million increase over
earnings of $0.8 million for the same period last year. Earnings year-to-date were $5.3 million
compared to $1.8 million for the same period in 2000. The growth in earnings was éttributable
to implementation of amendments to the Maritime Electric Company Limited Regulation Act
and increased energy saes.

Energy sdes for the third quarter were 253 GWh, five per cent higher than energy sdes of 240
GWh for the same period last year. Energy sdes year-to-date were 744 GWh, a 28 GWh
increase over energy sdes of 716 GWh for the same period last year. Growth in energy sdesis
being driven largdly by increasesin sdesto commerciad cusomers.

Revenue for the third quarter increased five per cent to $24.3 million from $23.1 million for the
same period in 2000. Revenue year-to-date was $71.1 million compared to $67.9 million for
the same period last year. The increase in revenue was attributable to higher energy sdes.

Maritime Electric’'s operating expenses excluding energy costs were $3.0 miillion for the third
quarter of 2001 compared to $2.3 million for the same period last year. Operating expenses
year-to-date were $8.0 million compared to $6.7 million for the same period in 2000. Costs
associated with regulatory proceedings as wel as an increase in property taxes contributed to
the increase in operating expenses.

On May 15, 2001 amendments to the Maritime Electric Company Limited Regulaion Act were
passed by the Government of Prince Edward Idand that enabled the Lieutenant Governor in
Council to make regulations amending basic rates. The legidation has gpplication as of January
1, 2001. Regulations, which came into effect on October 13, 2001, permit Maritime Electric
to recover cogts above an established benchmark and provide for a cost of capitd adjustment
mechanism.

The regulations have the effect of reducing current period operating costs leading to an increase
in earnings. Year-to-date, $8.6 million in recoverable energy costs have been deferred. The
4.53 per cent rate increase implemented on January 1, 2001 will remain in place until March 31,
2002. Revenue associated with this rate increase has been reversed from the first and second
quarter results and will be held in trust to offset the deferred recoverable energy codts.

FortisUS Energy

FortisUS Energy recorded a loss of $0.2 million in the third quarter of 2001 compared to
earnings of $0.1 million for the same period last year. An outage a the Dolgeville Plant on June
21, 2001 contributed to the loss in the third quarter. The plant is scheduled to recommence
operations the last week of October. Earnings year-to-date were $0.1 million compared to
$0.6 million for the same period in 2000.



Low ranfal leves resulted in lower production by FortisUS Energy in the third quarter and
year-to-date. Energy production for the four plants owned by FortisUS Energy was 6 GWh in
the third quarter of 2001 compared to 10 GWh for two plants in the third quarter of 2000.
Energy sdes were 48 GWh year-to-date compared to 55 GWh for the same period last year.
The two plants purchased in December 2000 provided 1 GWh and 13 GWh in the third quarter
and year-to-date, respectively.

Revenue for the third quarter was $0.4 million compared to $0.8 million for the same period last
year. Revenue was $2.4 million year-to-date, comparable to the same period last year. The
reduction in revenue associated with lower production was offset by higher energy prices during
the firg haf of the year which average US$33.72 per megawatt hour (MWh) year-to-date
compared to US$30.42 per MWh for the same period last year.

Operating expenses were $0.5 million for the third quarter compared to $0.3 million for the
same period last year. Operating expenses year-to-date were $1.5 million compared to $0.9
million for the same period in 2000. The increese results from the acquistion of two
hydrodectric plants in December 2000.

Belize Electricity

Belize Electricity contributed $2.2 million to earnings in the third quarter, comparable to the
same period last year. Belize Electricity contributed $4.7 million to earnings year-to-date
compared to $4.6 million for the same period last year.

Energy sdesfor the third quarter were 69 GWh, fifteen per cent higher than energy sdes of 60
GWh for the same period last year. Energy sdes year-to-date were 192 GWh, an eleven per
cent increase over energy sdes of 173 GWh for the same period in 2000. Growth in the
commercid and industrid sectors, as wdll as continuation of a government Rura Electrification
Program, contributed to the increase in energy sdes.

Revenue for the third quarter was $19.5 million compared to $17.0 million for the same period
last year. Revenue year-to-date was $53.5 million compared to $47.9 million for the same
period in 2000, reflecting growth in energy sdes.

Energy cods for the third quarter were $9.3 million, a $1.3 million increase over energy costs of
$8.0 million for he third quarter of 2000. Energy costs year-to-date were $25.9 million, a
Sixteen per cent increase over energy codts of $22.4 million for the same period last yesr.

Belize Electricity’s operating expenses excluding energy costs were $3.6 million for the third
quarter of 2001 compared to $2.7 million for the third quarter of 2000. The main reason for
the increase in operding expenses was the implementation of a Loss Reduction



Program designed to ensure dl energy sdes are gppropriately billed. Qperating expenses
excluding energy cods year-to-date were $10.1 million, comparable to the same period last
year.

Amortization expense for the third quarter was $2.1 compared to $1.7 million for the same
period in 2000. Y ear-to-date amortization expense was $6.0 million, $1.0 million higher than
the same period last year. The increase in amortization expense results from the Company’s

ongoing capitd initiatives.

Third quarter financing charges were $1.1 million, comparable to the third quarter of 2000.
Financing charges year-to-date increased $0.7 million to $3.9 million compared to $3.2 million
in 2000. The increase in financing charges reflects financing costs associated with the
acquisition of transmission line assts.

On October 8, 2001, Hurricane Iris passed through the southern area of Bdlize. Electricity
service has been restored to approximately fifty per cent of the 2,600 customers impacted by
the sorm. Redtoration efforts are progressng well and capitd repars to the Company’s
electricity system is estimated a US$2.5 million. Revenue loss resulting from Hurricane Iris is
projected to be approximately US$200,000 to US$300,000.

Belize Electric Company Limited (BECOL)

On January 26, 2001, Fortis acquired a 95 per cent interest n BECOL for an aggregate
purchase price of US$62 million. BECOL owns and operates the Mollgon hydrodectric
facility, a 25-megawett (MW) generating plant cgpable of ddivering average annua energy of
80 GWh and the only commercid hydrodectric facility in Bdize. BECOL sdlsits entire output
to Bdlize Electricity under a 50-year power purchase agreement.

In the third quarter of 2001, BECOL contributed $3.4 million to earnings. BECOL contributed
$3.1 million to earnings year-to-date. A dgnificant amount of seasondity is associated with
production at the facility with the mgority of production taking place in the second haf of the
year.

Energy production for the third quarter was 31 GWh compared to 40 GWh for the same period
last year with the decline attributable to lower rainfdl this quarter. Revenue for the third quarter
of 2001 was $5.5 million while operaing expenses for the corresponding period were $0.4
million.

Financing costs were $1.2 million for the third quater and $4.1 million year-to-date,
ggnificantly lower than management’ sinitid expectations. The use of short-term debt to finance
the initid acquistion has resulted in lower financing costs. Management expects to replace the
short-term fedility with long-term debt in the fourth quarter of 2001. The interest rate on the
short-term facility has averaged 5.24 per cent year-to-date.
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Canadian Niagara Power

Canadian Niagara Power contributed $1.5 million to earnings for the third quarter of 2001,
comparable to the same period last year. Canadian Niagara Power contributed $4.2 million
year-to-date, after deducting a one-time gain of $0.3 million associated with income tax
reassessments, compared to $3.7 million for the same period in 2000.

Energy sdes for the third quarter were 159 GWh, consistent with the third quarter of 2000.
Energy sdes year-to-date were 474 GWh, comparable to the same period last year.

Revenue for the third quarter was $10.3 million, comparable to the same period last year.
Revenue year-to-date was $31.5 million, $4.4 million higher than revenue of $27.1 million for
the same period last year. The increase in revenue resulted from higher prices on energy sdes
to the United States which averaged $57 per MWh year-to-date compared to $42 per MWh
for the same period last year.

Caribbean Utilities

Fortis owns twenty per cent of the outstanding Class A Ordinary Shares of Caribbean Utilities
and accounts for the investment on the cost bass. Dividends of $1.0 million from Caribbean
Utilities were included in the earnings of Fortis in the third quarter of 2001, compared to $0.9
million in the third quarter of 2000. Fortis acquired itsinterest in Caribbean Utilities in February
2000.

Caribbean Utilities has announced its unaudited financia results for the first quarter ended July
31, 2001. Earningsfor thefirst quarter increased 7.41 per cent to US$6.0 million from US$5.6
million for the same period last year. Earnings per Class A Ordinary Share were US$0.23
compared to US$0.22 for the corresponding period last yesr.

Growth in net generation for the fird quarter averaged 564 per cent more than the
corresponding period last year. A new record peak load of 75.99 megawatts was recorded in
August 2001, an 8.46 per cent increase over last summer’s peak.

NON-UTILITY OPERATIONS
Fortis Properties

Fortis Properties contributed $2.2 million to earningsin the third quarter, 47 per cent higher than
earnings of $1.5 million in the third quarter of 2000. Earnings year-to-date, before the inclusion
of a$2.6 million gain on the sde of Centennid Building, were $5.1 million compared to earnings
of $2.5 million for the same period last year. Revenue for the third quarter was $19.8 million, a
sgnificant increase over revenue of $14.6 million for the third quarter last year. Revenue year-
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to-date was $55.6 million, a 45 per cent increase over revenue of $38.3 million for the third
quarter last year. The contribution from income producing properties acquired late in 2000 and
expangon of the Holiday Inn S. John’sin May 2000 were the main reasons for the increase in
earnings and revenue.

Fortis Properties occupancy leve in its Real Edtate Divison was 94.9 per cent at September
30, 2001 compared to 92.3 per cent at September 30, 2000. In its Hospitdity Divison, the
Company redized growth of 11.4 per cent in revenue per available room in the third quarter
and 12.4 per cent year-to-date.

Fortis Properties acquired a portfolio of properties in downtown St. John's, Newfoundland for
$3.3 million during the third quarter. The mgor asset in the portfolio was the 96,300 square
foot Class A office property known as TD Place. The investment increases Fortis Properties
rea estate holdings in downtown St. John's and aso includes the 14,716 square foot dfice
property at 155 Water Street and six parcels of land used for parking.

Fortis Properties first hotd in Hdifax, Nova Scotia was officidly opened in September. The
178-room hotd isthe first Four Points by Sheraton property in Atlantic Canada.

CORPORATE
Corporate Expenses

Corporate expenses for the third quarter were $3.6 million, comparable to the same period last
year. Corporate expenses year-to-date were $10.2 million compared to $9.3 million for the
same period in 2000. The increase in corporate expenses year-to-date was primarily
attributable to additiona financing costs associated with timing of first quarter 2000 acquisition
activity.

CONSOLIDATED FINANCIAL POSITION

Assetsand Liabilities

Total assets as at September 30, 2001 were $1.6 hillion compared to $1.3 hillion as at
September 30, 2000. Theincrease related to assets acquired by Fortis Propertiesin December
2000, acquigtion of a 95 per cent interest in BECOL in January 2001, completion of Fortis

Properties newest hotd in Halifax, Nova Scotia in September 2001, and acquisition of
102,000 poles and related infrastructure from Aliant Telecom Inc. in September 2001.
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The $8.7 million increase in accounts receivable over September 30, 2000 is primarily due to
the enactment of regulations by the Government of Prince Edward Idand resulting in the
cregtion of $8.6 million in deferred energy costs recoverable from customers beginning on
April 1, 2002.

The $19.1 million increase in deferred charges over the same period lagt year largely resulted
from an increase in deferred pension costs associated with Newfoundland Power’s 2000 Early
Retirement Program. Also, on January 2, 2001, Maritime Electric was required to make a $6
million payment to NB Power with respect to Maritime Electric’'s obligations under the Point
Lepreau Participation Agreement. The $6 million payment is being deferred and amortized over
the estimated life of Point LePreavl.

The $186.4 million increase in long-term debt resulted from the issue of $100 million in senior
unsecured debentures by Fortis Inc. in October 2000, the issue of $15 million in First Mortgage
Bonds by Maritime Electric in December 2000, financing associated with the acquidtion of

properties by Fortis Properties in December 2000, and the issue of $15 million in debentures by
Bdlize Electricity during the second quarter of 2001 partidly offset by a $13.5 million repayment
of long-term debt by Newfoundland Power.

The $17.3 million decrease in deferred credits resulted from the gpplication of contributionsin
ad of congruction to transmission assets acquired by Belize Electricity.

The assats and liabilities of foreign operations, dl of which are sdf-sustaining, are trandated a
the exchange rates in effect at the balance sheet dates. The resulting unredlized trandation gains
and losses are accumul ated as a separate component of common shareholders' equity under the
Foreign Currency Trandation Adjusment heading. The increase in the foreign currency
trandation adjustment since September 2000 reflects the appreciation of the United States
dollar compared to the Canadian dollar.

Cash Flow

Cash flow from operations for the third quarter was $22.7 million compared to $13.3 million for
the same period last year. Cash flow from operations year-to-date was $92.3 million
compared to $61.9 million for the same period last year. The increase was primarily attributable
to the growth in earnings.

Cash used in investing totaled $54.9 million in the third quarter of 2001 compared to $20.7
million for the same period last year. The increase resulted from completion of Fortis
Properties newest hotel in Halifax, Nova Scotia, acquisition of income-producing properties by
Fortis Properties and acquisition of poles and related infrastructure from Aliant Tdecom Inc.,
partialy offset by the proceeds associated with the sale of the assets and liabilities of Fortis
Trugt. Cash used in investing year-to-date totalled $192.5 million compared to $133.7 million
for the same period last year. The increase was primarily atributable to the acquistion of
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BECOL and a $6.0 million payment by Maritime Electric made under the Point Lepreau
Participation Agreement partidly offset by the $10.9 million net proceeds on the sde of the
Centennid Building and the third quarter investing activity.

Cash provided from financing in the current quarter was $10.7 million, an increase of $16.2
million over the same period last year. The increase in cash resulted from the increase in short-
term borrowings used to finance recent capitd additions partidly offset by the repayment of
long-term debt by Newfoundland Power. During the third quarter, Newfoundland Power’s
11.50 per cent Series AB First Mortgage Sinking Fund Bonds, origindly due 2005, were
redeemed in light of the more favourable financing rates currently available. Cash from financing
year-to-date was $119.0 million compared to $62.0 million for the same period last year. The
increase in cash related to proceeds from a $93 million credit facility put in place to finance the
investment in BECOL and an increase in short-term credit facilities, partialy offset by the $13.5
million repayment of long-term debt by Newfoundland Power.

The remainder of this page intentionally left blank.



Fortis Inc.

Consolidated Balance Sheet (Unaudited)

(in thousands)

30-Sep 30-Sep 31-Dec
2001 2000 * 2000
ASSETS
Current assets
Cash $ 12,171 $ 10,777 $ 18,432
Accounts receivable 67,377 58,675 76,505
Materials and supplies 17,100 17,270 16,731
Assets of discontinued operations (Note 7) 484 52,346 53,843
97,132 139,068 165,511
Other assets
Corporate income tax deposit 6,949 6,747 13,636
Deferred charges 82,675 63,543 67,359
89,624 70,290 80,995
Utilities' capital assets 1,042,963 885,883 908,846
Income producing properties 217,311 126,045 205,565
Long term investments 82,245 79,901 81,515
Goodwill 33,607 36,790 36,164
$ 1,562,882 $ 1,337,977 $ 1,478,596
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Bank indebtedness $ 180,096 $ 165,317 $ 34,446
Accounts payable and accrued charges 97,547 96,089 129,601
Current installments of long term debt 16,939 8,869 11,881
Liabilities of discontinued operations (Note 7) 42 48,190 48,502
294,624 318,465 224,430
Long term debt 674,496 496,202 678,350
Preference shares 50,000 50,000 50,000
Deferred credits 65,026 82,355 82,174
Non-controlling interest 35,528 31,462 31,502
Shareholders' equity
Common shares (Note 3) 214,076 157,833 209,294
Foreign currency translation adjustment 4,863 1,312 1,163
Retained earnings 224,269 200,348 201,683
443,208 359,493 412,140
$ 1,562,882 $ 1,337,977 $ 1,478,596

* Restated, Note 9.
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Fortis Inc.
Consolidated Statement of Earnings (Unaudited)
For the period ended September 30
(in thousands)

Quarter Ended

Year-to-Date

2001 2000 * 2001 2000 *
Operating revenues $ 137,636 $ 126,393 $ 473,910 $ 434,814
Expenses

Operating 88,625 87,450 308,949 300,631
Amortization 14,215 11,723 48,828 41,554
102,840 99,173 357,777 342,185
Operating income 34,796 27,220 116,133 92,629

Finance charges
Interest 14,876 13,674 46,960 39,496
Dividends on preference shares 744 743 2,232 2,231
Earnings before income taxes and undernoted items 19,176 12,803 66,941 50,902
Income taxes 6,158 5,468 24,219 20,764
Earnings before undernoted items 13,018 7,335 42,722 30,138
Gain on sale of income producing property, net of tax of $644 - - 2,557 -
Income tax reassessment-Canadian Niagara Power - - 257 -
Results of discontinued operations (Note 7) - 126 721 367
Non-controlling interest (1,314) (1,192) (2,702) (2,576)
Earnings applicable to common shares $ 11,704 $ 6,269 $ 43,555 $ 27,929
Average common shares outstanding (000's) 14,866 13,207 14,866 13,207
Earnings per common share ($) $0.79 $0.47 $2.93 $2.11
Fully diluted earnings per common share ($) $0.79 $0.47 $2.92 $2.11

Consolidated Statement of Retained Earnings (Unaudited)
For the period ended September 30
(in thousands)
Quarter Ended Year-to-Date

2001 2000 * 2001 2000 *
Balance at beginning of period $ 219,555 $ 200,159 $ 201,683 $ 190,661
Earnings applicable to common shares 11,704 6,269 43,555 27,929
231,259 206,428 245,238 218,590
Dividends on common shares (6,990) (6,080) (20,969) (18,242)
Balance at end of period $ 224,269 $ 200,348 $ 224,269 $ 200,348

* Restated, Note 9.
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Fortis Inc.

Consolidated Cash Flow Statement (Unaudited)
For the period end September 30

(in thousands)

Quarter Ended

Year-to-Date

2001 2000 * 2001 2000 *
Cash from (used in) Operations
Earnings applicable to common shares $ 11,704 $ 6,269 43,555 $ 27,929
Items not affecting cash
Amortization 14,215 11,723 48,828 41,554
Future income taxes (1,519) 372 6,678 (561)
Accrued employee future benefits (3,312) (3,054) (6,497) (6,447)
Other 1,609 (1,986) (293) (593)
22,697 13,324 92,271 61,882
Change in non-cash working capital 16,817 16,899 (23,914) 11,000
Cash from continuing operations 39,514 30,223 68,357 72,882
Cash from discontinued operations (744) (349) (1,025) (1,850)
38,770 29,874 67,332 71,032
Cash from (used in) investing
Capital additions (59,314) (20,090) (103,668) (61,467)
Proceeds on sale of capital assets 6 - 10,940 -
Business acquisitions, net of cash - - (102,087) -
Long term investments (462) - (721) (80,337)
Proceeds on sale of investment 5,500 - 5,500 -
Change in corporate tax deposit - 4 6,687 8,848
Change in deferred charges and credits (651) (663) (9,191) (789)
(54,921) (20,749) (192,540) (133,745)
Cash from (used in) financing
Issue of common shares 1,463 929 4,782 3,888
Proceeds from long term debt 3,421 - 19,895 6,800
Repayment of long term debt (17,218) (1,321) (24,908) (2,729)
Change in bank indebtedness 29,652 822 139,970 72,691
Contributions in aid of construction 887 348 1,623 979
Dividends
Common shares (6,990) (6,080) (20,969) (18,242)
Subsidiaries to non-controlling shareholders (468) (129) (1,400) (1,384)
10,747 (5,431) 118,993 62,003
Effect of exchange rate changes on cash (38) 75 (46) 196
Change in cash (5,442) 3,769 (6,261) (514)
Cash, beginning of period 17,613 7,008 18,432 11,291
Cash, end of period $ 12,171 $ 10,777 12,171 $ 10,777

* Restated, Note 9.
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FORTISINC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
September 30, 2001

1. Basisof Presentation

These interim consolidated financia statements have been prepared in accordance with
Canadian generaly accepted accounting principles for interim financid statements and do
not include dl of the disclosures normdly found in the Fortis Inc. (“the Corporation”) annua
consolidated financid statements. These interim consolidated financia statements should be
read in conjunction with the Corporation’s consolidated financid statements for the year
ended December 31, 2000.

These financid satements have been prepared following the same accounting policies and
methods as those used in preparing the most recent annud financia statements.

2. Seasonal Nature of Operations

Interim results will fluctuate due to the seasond nature of dectricity demand and water flows
as well as the timing and recognition of regulatory decisons. Consequently, interim results
are not necessarily indicative of annud results.

The Board of Commissioners of Public Utilities of Newfoundland has ordered provison of
a weeather normdization account for Newfoundland Power to adjust for the effect of
variations in weather and streamflow when compared to long term averages. As a resullt,
electricity sales revenue and purchased power expense are reported on a weather adjusted
basis.

3. Capital Stock
Authorized
(& an unlimited number of Common Shares without nomind or par vaue,

(b) an unlimited number of Firg Preference Shares, Series A without nomina or par vaue;
(¢) an unlimited number of First Preference Shares, Series B without nomind or par vaue.
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Common shareswereissued during the period for cash asfollows:

Quarter ended Y ear-to-Date
September 30, 2001 September 30, 2001
Number of Amount Number of Amount
Shares (in thousands) Shares  (in thousands)
Baance, beginning of 14,874,121 $ 212,613 14,778,198 $ 209,294
period
Consumer Share Purchase 9,345 380 31,550 1,205
Plan
Dividend Reinvestment Plan 11,832 481 37,438 1,421
Employee Share Purchase 3,841 156 28,156 1,039
Plan
Executive and Director
Stock Option Plans 14,291 446 38,088 1,117
14,913,430 $ 214,076 14,913,430 $ 214,076

At September 30, 2001, 2,430,246 common shares remained in reserve for issuance under

the terms of the above plans.

Stock Options

The Corporation is authorized to grant directors of Fortis Inc. and certain key employees of
Fortis Inc. and its subsidiaries options to purchase common shares of the Corporation.

Number of Options: Quarter ended Y ear-to-date
September 30, 2001 September 30, 2001
Outgtanding, beginning of period 492,420 353,743
Granted - 180,639
Exercised (14,291) (38,088)
Cancdled - (18,165)
478,129 478,129
Range of Exercise Prices.
Granted $ - $ 38.27
Exercised $ 29.15-36.83 $ 27.49 - 36.83
Outstanding at September 30 $ 29.15 - 45.67 $ 29.15 - 45.67

17



Details of stock options Number of Exercise Expiry

outstanding are as follows: Shares Price Date
9,821 $33.10 2002
49,709 $45.67 2003
35,000 $45.12 2003
74,431 $36.83 2004
128,529 $29.15 2005
180,639 $38.27 2011
478,129

Earnings per share

The Corporation caculates earnings per common share on the weighted average number of
common shares outstanding of 14,866,259 and 13,207,424 in September 2001 and 2000
respectively. Fully diluted earnings per common share are cdculated using the treasury
method.

Earnings per common share before and after discontinued operations (Note 7) are as
folows

Quarter ended Y ear-to-date
September 30 September 30
Earnings per common share 2001 2000 2001 2000
Basic
Before discontinued operations $0.79 $0.47 $2.88 $2.09
After discontinued operations $0.79 $0.47 $2.93 $2.11
Fully diluted
Before discontinued operations $0.79 $0.47 $2.87 $2.09
After discontinued operations $0.79 $0.47 $2.92 $2.11

4. Business Acquisitions
Belize Electric Company Limited
On January 26, 2001, the Corporation acquired a 95% interest in Belize Electric Company
Limited (BECOL). BECOL owns and operates the 25 MW Mollgon hydroel ectric fadility,
the only commercid hydrodectric facility in Belizee BECOL sdls its entire output to Belize
Electricity Limited under a 50-year power purchase agreement. The tota consideration
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was $103,077,000 in cash. The acquisition was accounted for using the purchase method,
whereby the results of operations have been included in the consolidated financid
gtatements commencing February 2001.

The purchase price dlocation to net assets based on their fair valuesis asfollows:

(in thousands)

Cost $ 103,077
Far vdue assgned to net
assets:
Utilities capita assets 92,881
Cash 990
Current assets 11,114
Current ligbilities (95)
Non-controlling interest (1,813
$ 103,077

The remainder of this page intentionally left blank.
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5. Segmented Information
Informetion by reportable ssgment is as follows:

Quarter ended Newfoundland  Maritime Canadian Bdize FortisUS  BECOL Non- Corporate" Inter- Consolidated
September 30, 2001 Power Electric Niagara Electricity Energy  (Note4)  Utility segment
(in thousands of dollars) Power Eliminations
Operating revenues 66,874 24,304 5,165 19,548 431 5519 19,826 1,167 (5,198) 137,636
Operating expenses 47,762 16,326 1,876 12,863 503 417 12,243 784 (4,249 88,625
Amortization 7,024 2,364 371 2,070 116 334 812 1,124 14,215
Operating income 12,088 5,614 2,918 4,615 (188) 4,768 6,771 (742) (1,049 34,79
Finance charges 6,609 2,262 270 1134 62 1,206 2,851 2,275 (1,049 15,620
Income taxes 1,899 1,565 1,110 241 (86) 1,684 (255) 6,158
Non-controlling interest 157 1,039 146 (28) 1,314
3423 1,787 1538 2,201 (164) 3416 2,236 (2,733) 11,704
Earnings 3423 1,787 1,538 2,201 (164) 3,416 2,236 (2,733) 11,704
I dentifiable assets 656,949 207,678 33,405 206,688 29316 105431 226,791 126,634 (30,010) 1,562,882
Capital expenditures 32,902 3,623 990 7,565 82 253 13,888 11 59,314
Quarter ended Newfoundland  Maritime Canadian Bdize FortisUS BECOL Non- Corporate’ Inter- Consolidated
September 30, 2000 Power Electric Niagara Electricity Energy (Note 4) Utility segment
(in thousands of dollars) Power Eliminations

Operating revenues 64,701 23,139 5,237 17,005 761 14,605 966 (21) 126,393
Operating expenses 47,227 17,704 1,866 10,739 304 9,008 533 (21) 87,450
Amortization 5,998 1,930 34 1,729 139 803 790 11,723
Operating income 11,476 3,505 3,037 4537 318 4,704 (357) 27,220
Finance charges 6,616 1,949 331 1122 117 1,838 2,444 14,417
Income taxes 1,847 765 1,190 202 67 1,369 28 5,468
Non-controlling interest 157 1,063 (28) 1,192
2,856 791 1516 2,150 134 1,497 (2,801 6,143

Results of discontinued
operations (Note 7) 126 126
Earnings 2,856 791 1516 2,150 134 1,623 (2,801) 6,269
Identifiable assets 620,982 183,167 31,827 173,487 21,975 190,844 115,695 1,337,977
Capital expenditures 7,597 3,232 1,062 6,169 35 1,986 9 20,090

! Dividends received from Caribbean Utilities Company, Ltd. areincluded in Corporate operating revenues.
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Year -to-Date Newfoundland  Maritime Canadian Bdize FortisUS  BECOL Non- Corporate* I nter- Consolidated
September 30, 2001 Power Electric Niagara Electricity Energy  (Note4)  Utility segment
(in thousands of dollars) Power Eliminations
Operating revenues 271,729 71,084 15,763 53,486 2,396 9,596 55,565 3,370 (9,079) 473910
Operating expenses 187,053 47,598 6,193 36,008 1457 1,125 34,572 2,070 (7,127) 308,949
Amortization 27,659 7,092 1,073 5,988 346 1,223 2,671 2,776 48,828
Operating income 57,017 16,394 8497 11,490 593 7,248 18322 (1,476) (1,952 116,133
Finance charges 20,088 6,783 819 3,889 334 4,054 9,113 6,014 (1,952 49,192
Income taxes 11,850 4,352 3,480 659 74 4,103 (299) 24,219
Non-controlling interest 470 2,211 104 (83) 2,702
24,609 5,259 4,198 4,731 135 3,090 5,106 (7,208) 40,020

Income tax reassessment -

Canadian Niagara Power 257 257
Gain on sale of income

producing property 2557 2557
Results of discontinued

operations (Note 7) 721 721
Earnings 24,609 5,259 4,455 4,731 135 3,090 8,334 (7,208 43,555
| dentifiable assets 656,949 207,678 33,405 206,688 29316 105431 226,791 126,634 (30,010) 1,562,882
Capital expenditures 48532 11,457 2,616 19,118 101 253 21,387 204 103,668

Year -to-Date Newfoundland  Maritime Canadian Bdize FortisUS  BECOL Non- Corporate' Inter- Consolidated
September 30, 2000 Power Electric Niagara Electricity Energy  (Note4) Utility segment
(in thousands of dollars) Power Eliminations
Operating revenues 262,587 67,910 13,536 47,904 2494 38,329 2116 (62) 434,814
Operating expenses 182,564 52,383 5,286 32,347 919 25,397 1,797 (62) 300,631
Amortization 24,165 6,139 990 5,041 413 2451 2,355 41,554
Operating income 55,858 9,388 7,260 10,516 1,162 10,481 (2,036) 92,629
Finance charges 20,096 5,905 725 3172 267 5,329 6,233 41,727
Income taxes 13728 1,718 2,867 585 318 2,662 (1,114 20,764
Non-controlling interest 470 2,189 (83) 2576
21,564 1,765 3,668 4570 577 2490 (7,072 27,562

Results of discontinued

operations (Note 7) 367 367
Earnings 21,564 1,765 3,668 4570 577 2,857 (7,072) 27,929
I dentifiable assets 620,982 183,167 31,827 173,487 21,975 190,844 115,695 1,337,977
Capital expenditures 28,992 8,620 2437 14,504 147 6,724 43 61,467

! Dividends received from Caribbean Utilities Company, Ltd. areincluded in Corporate operating revenues.
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6. Commitments

On September 14, 2001, Newfoundland Power and 11003 Newfoundland Inc., a wholly
owned subsidiary of Fortis Inc., closed a $46 million transaction to purchase 102,000 poles
and reaed infragtructure from Aliant Telecom Inc. in Newfoundland. The $46 million
transaction will be completed over a five-year period with 50 percent of the purchase price
pad in September 2001 and the balance paid between January 1, 2002 to
January 1, 2005.

On June 13, 2001, the Corporation entered into an agreement with Abitibi- Consolidated
Inc. to develop additiond capacity at two of Abitibi-Consolidated Inc.’s hydroelectric
plants. Under the agreement, Fortis, through a wholly owned non-regulated subsidiary, will
hold a 51 per cent interest in the redevelopment project. Abitibi- Consolidated Inc. will
continue to use the exising annud generation of the facility while the additiond energy
resulting from the redevelopment will be sold under a 30 year, take-or-pay power purchase
agreement with Newfoundland and Labrador Hydro. The project is expected to cost
goproximately $65 million and will be financed principaly with non-recourse debt.

In July 2001, Canadian Niagara Power signed an agreement to lease and operate the
eectricity didribution busness of Port Colborne Hydro Inc. under the terms of a
$15.7 million, 10-year deal. The transaction is subject to review and gpprova by the
Ontario Energy Board.

. Discontinued Operations

On June 22, 2001, an agreement was signed to sdll the deposits and loans of Fortis Trust
for cash congderation of $5.8 million. Earnings from discontinued operations include the
Corporation’s share of the income from the operations of Fortis Trust for the period ended
June 22, 2001. The 2000 consolidated balance sheet, statements of earnings, retained
earnings and cash flows have been reclassified to conform with the 2001 presentation. The
assts and liabilities of discontinued operations have been reported elsewhere in these
consolidated financid statements.

The results of discontinued operations which have been included in the consolidated
statement of earnings are as follows:

Statement of Earnings 2001 (inthousands) 2000
Operating Revenues $ 2,101 3,008
Earnings from discontinued operations net of

tax expense of $172 (2000 - $283) $ 216 367
Gain on digposal of discontinued operations

net of tax expense of $349 505 -
Results of discontinued operations $ 721 367




8. Subsequent Events

On May 15, 2001, amendments to the Maritime Electric Company Limited Regulation Act
were passed by the Provincial Government that enabled the Lieutenant Governor in Council
to make regulations amending basic rates. The regulations have application as of January 1,
2001, and came into effect on October 13, 2001. As aresult of the amendments, the first
and second quarter consolidated earnings figures have been restated as $15,371,000
(previoudy reported $12,552,000) and $16,480,000 (previoudy reported $15,787,000),

repectively.
9. Comparative Figures

During the fourth quarter of 2000, Belize Electricity and the Beize Public Utilities
Commission established a Cost of Power Rate Stahilization Account (CPRSA), effective
January 1, 2000. The CPRSA is designed to normalize changes in the price of eectricity
due to fluctuating fuel costs and will stabilize eectricity rates for consumers while providing
the company with a mechanism to recover the cost of eectricity over time.  During the
fourth quarter of 2000, Belize Electricity recorded a $3.5 million CPRSA receivable. The
portion of the rate stabilization adjustment associated with the third quarter of 2000 resulted
in a$1,059,000 increase in consolidated third quarter earnings. The adjustment resulted in
a $1,109,000 increase in consolidated earnings on a year-to-date basis.  Accordingly, the
comparative 2000 quarterly figures have been restated.

Fortis Inc., on occasion, may include forward-looking statementsin its media releases, in
other filings with Canadian regulators, in reports to shareholders and in other
communications. By their very nature, forward-looking statements are subject to certain
risks and uncertainties that may cause actual results to vary from plans, objectives and
estimates. Such risks and uncertainties include, but are not limited to, general economic,
market and business conditions; regulatory developments, weather, competition, etc.
Fortis Inc. cautions readers that should certain risks or uncertainties materialize, or
should underlying assumptions prove incorrect, actual results may vary significantly from
those expected.
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For further information, please contact:

Donna Hynes

Manager, Investor & Public Relations
FortisInc.

(709) 737-5323; dhynes@fortisinc.com
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