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Agenda

o Safety Moment S
e Lower Churchill Update

The Investment v. the Financing Decision
What Has Changed

Things We Know

Things We Don’t Know Yet

Potential Regie Outcomes / Action Plan
Scenario Economics

Shovels in the Ground — Spring 2011
Communications Plan for Regie Outcomes

e CHHC Discussion

Economics
Discussion
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The Investment v. The Financing Decision
Muskrat Falls / Gull Island via QC

$ Billions
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What Has Changed

 Increased uncertainty in NB Y - o Lot i Do stk to
o
e Ontario re-engaging v - » Hew et o ot o pashenly A7, ek

— O asYendie Loenldd m,.-.e,-}-o’a«f
« PEl emerging as market -+ v sngeipdom. .
&t
 Increasing weakness in pulp and paper sector - @‘,‘QK_?&)
« Natural gas markets in flux - weevs=t oot 0000 heeen)
o Financial markets in flux - antveous <psic

« HVdc Light technology optimization work yielding - %MM

very encouraging results W

o Identified Muskrat Falls non-firm with deep equity as *:;FW

feasible und aIl conditions Mw;ﬁf’}
o s e o 7% o
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Things We Know

o Muskrat Falls with deep equity is viable with or

without a favourable Regie ruling 2555 * =77

o Muskrat Falls with deep equity plus an island link-
to replace Holyrood is viable with or without a
favourable Regie ruling

Pamwl;—o wratl -
« Water Management is in place J P f b
s
e IBA, UCRA and Land Claim AIP are initialedwjﬁ,/ o

M

e Generation EA hearings likely in Fall 2010 -

LOWER CHURCHILL PROJECT 6 \‘\\ na!ggg
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Things We Know

.

P
i
“/

Gull Island site investigations are completed /

Muskrat Falls site investigation will be
completed in 2010 |

Marine surveys and drill program completed
for Strait of Belle Isle e

Maritime link marine survey completed

Island Link and Maritime Link conceptual W
design, budget, and schedule completed . ’ /

| (/V"
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Things We Know wfj 4

e

|
 Regie hearings are completed” WNLW{)
e Labrador —Island EA track decision complete
« NB/HQ deal has come and gone

LOWER CHURCHILL PROJECT 8 @ na!ncegg‘
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Things We Don’t Know Yet

» Outcome of the Regie hearing ,ﬁﬂ
e Is Muskrat Falls first the highest'value Mjﬂs iy
. 2
configuration? }0,1,"5//
e Are there any scenarios where building Muskrat Yy

. il
Falls precludes Gull Island? —— ~ s

Tz Aalio
: . - — pphe o
« What is the optimum Maritime HVdc L )
configuration and technology? e Lo

— Finalizing the HVdc Light cost/benefit analysis

LOWER CHURCHILL PROJECT 9 Q na!g:egg
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Things We Don’t Know Yet

e NB’s ne
s hext steps 8 by s S s i il i
o~

— PPA potential - sgmd’ Loy Aol o Lpusans Chusch
L T Pem ol - Ao /0%7.4 F#49 "o Tutrnsrus¥ T
— Access to existing NE Power capacity to NE

- "
e PPAtermsin ON, NS, PE| — we Dt het M.,zﬁM

P78 yet - we 2%,

g e 10y
11 I pet T
. FedcjralGovernment participation 5 T
- /JO "()'Y‘-Q— %s”
_ /WLAV 230 andiU (fxml, D) P,,Jw,s” W
— Loo- @-U-w;jlu_. o 1'70[0" \.}@W ——-/,Uﬂ/%% W/g%’o'fjé ?'/’h M/
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Potential Regie Outcomes

1. Worst potential outcome - shet o5t . -
. No ATC -
. application 101 cancelled ~
. application 107 is of questionable value without ATC

2.  Best potential outcome
e ATC1100 -mwt

. Both applications 101 and 107 proceed - 3 200/977“*%:/7_
3. Intermediate potential outcome

. No ATC / | . A vy ,,77”04
«  Both applications 101 and 107 proceed - m*— pever 1t g

4. ATC 5200 i - aowdd Fohe 1d RS
. Do not see this as a viable outcome

1100~
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Options Associated With Outcome #1

J- Option A - Muskrat Falls with deep equity non-firm via
Quebec. Feasible

J e Option B - Muskrat Falls with deep equity plus Island Link to
replace Holyrood. Feasible

e Option C- Muskrat Falls with deep eqruity plus Island Link to
replace Holyrood plus HVdc Light link to NS and /

synchronization of NL/NS systems. Under Study
« Option D - Gull Island with Island Link and Maritime Link.

Under Study ,,,0»7 ]
~ feasible only under certain NS and NB PPA and Inter-tie assumptions 5}% '
— further review and PPA negotiations required /M
— high in-service capital 5#“”5// il

el
o }"M .
el
/
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Options Associated With Outcome #1

e Additional considerations

— Determination of whether either option above
precludes the other: under study

— In all above options, we would recommend
concurrently pursuing Regie “review” and court
action as well as FERC intervention

il MVW \

Jiiakaat
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e
Options Associated With Outcome #2 /

« Option A - Muskrat Falls first, followed by Gull Island through
Quebec plus Island Link. Feasible b

3

LOWERCHU HI a//gcm:'c >\ \ (// = fromien needs to Qnalcor

M

both Gull Island and Muskrat Falls required to make economic
S3 billion in upgrades (52010)

 includes a new ON inter-tie / WQ
Muskrat Falls first - provides Gull Island time to confirm Quebec Aﬂ’»ﬂ/

commitment to upgrades (key risk management requirement)

Servicing an Island Link would create unused transmission capacity V“ \r, \‘P
through Quebec, creating potential for additional generation
developments in the Province wj),x/*

) s Lo Jor PIA
/ )

M/ {5 Y ™ /
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Options Associated With Outcome #2

e Option B - Muskrat Falls only with firm transmission rights, do
not pursue upgrades. Feasible

— robust business case, minimizes capital outlay

- not recommended as forfeits significant additional transmission and
PQ access for Gull Island and additional generation

o Additional Considerations

— Above configuration likely defers Maritime Route until Upper Churchill
repatriation - Under Study

— ltis essential to secure all available transmission capacity created

under this option, no matter how long it takes, as this opportunity will
not arise again

LOWER CHURCHILL PROJECT 15 \\,‘ nalcor
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Options Associated With Outcome #3

e Same as “Outcome 2, Option A” adjusted to proceed
YQ with Muskrat Falls non-firm prior to upgrades

— Note: may have to continue non-firm with Muskrat Falls for
N an extended period if significantly delayed by Quebec
4
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Scenario Economics - Key Assumptions

e General Assumptions for all cases:
P75 capital costs estimates - mune Siess placed on he /M)ML cost —ve) N~

N - %ﬂué
}l\h)ﬂ“/\ X~ Returns do not reflect economic / treasury benefits “n WL
— Long term PPA’s use “next best” new build generation alternatives in

the receiving markets for reference pricing
— Natural gas price escalation held at 2% p.a. post-2025
« Drives electricity price assumptions
— Loan guarantees or any other Federal contributions not factored in [aw&
- GHG assumptions )(\\\
« Island link economics do not reflect any environmental add 6

e Other cases reflec ected emissions allowances valued At $20/tonne i
2013, esc. @ .a. thereafter

Muskrat Falls non-firm case

— reflects 100% off-peak pricing — lowest — a«pt -
— includes spill of 0.4 TWh

LOWER CHURCHILL PROJECT 17 & nalcor
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A NI
AN ’IW / / (< /
Fﬁmﬁﬁ—*m_ﬁwﬁwﬁ—ﬁ(ﬂh/ A DR I S R o

| OptionA OptinD_ oomionsorions RERY
In-service capex $3,289( $13,164 $14,501 $3,209 gg
Debt:Equity Ratio ,20:80))  S5o:sa(/ 60:40 2080 \ M
Equity requirement (82,504  <36,606]) $5,873 $2,594] !
Dividends {50 years) ) $24,699 481,853 $113,079 $29,016
Dividend?) Equity-requirement (‘9.5) 12.4 19.3 11.2

>X [NPV|/12% - January 1, 2010 skt (9500)| X ($634) ($138) ($243)
NPV/[- 7.5 - January 1, 2010 $850 $2,084 $4,909 $1,431
Equity-IBR (%) 9.4% | 10.2% 11.7% 10.8%

g
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Shovels in the Ground — Spring 2011

« Sequencing Muskrat first in all cases (varying reasons) is emerging as a possible
strategy

« Because we can do Muskrat non-firm we recommend starting some early site work
in 2011 prior to overall project sanction in order to maintain schedule

« The purpose of this slide is to lay out the current thinking re requirements for 2011
early work in the context of our overall thinking on schedulg\ % 5&4«;;{?.7 Sl

2010 —~Vpaou . ga
Q1 Q2 Q3 N 63 || 04

Regis = Award EA Panei Innu Environmental = Cummence
Decision J Engineering Hearings Ratification Permits 2 Detailed
m RFP Completed NBSO = Engineering
Commence Studies Financing & Design
Required

Finalize Financing

n, FEED
Plan / Equity Finalize Completed

Project FeQera! NpoER )
; Contribution Commercial

Complete g

4 FEED

Configuration ; Early
Salettlon - ™ Certainty Arrangements Site Work

elig . N/
Decision w ston

Gate 2 Gate 3
(Concept ol ~(Project
Selection) //}‘44 P2 Sanction)
B cdidh?
/1%[ (? / % [
LOWER CHURCHILL PROJECT 19 ,f ,;WL” \‘\‘ nalcor
M}D ./ i energy



CIMFP Exhibit P-00206 Page 20

Communications Planning — Regie Outcome

« Draft communication plan in progress, awaiting input from this

meeting - EhZo);e'l’k_ Jo revnsar
- [Faskens and National providing input and review  n’ [)/L._- At 1S
\-_—" ——— TN
orapled .

« Targeting circulation for review and comment mid next week

< ypleons [aytoz/WM ?7,@
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