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Background

• In May 2006, the Government of Newfoundland and Labrador’s
(GNL) announced that Newfoundland and Labrador Hydro will lead
development of the Lower Churchill Assets

• A small team was established to update previous studies and site
investigations, and in February of 2007, completed Decision Gate 1
(DG1)

• The focus was on development of Gull Island followed by Muskrat
Falls after a few years

• Transmission was to wheel power through Quebec with various
options of bringing power to the Island and Maritimes —-_____ :
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Summary of key events 2007 — 2009
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• Energy Corporation Act

and Energy Plan Issued

- -J

• PA pacesetter review
• Gate 2a Gull Island

Development option

EA schedule delay —high
risk

May
2007

• EOI for Engineering and

Project Services issued

• EOI responses indicate
contract format shift to

May 2008

EPCM model

_____________

I—=r,-- A—’

June/i u ly
2008

Oct
2008

A
-

• EA release delayed &
IBA with Innu a declared

by CEO/Minister as a

condition precedent to
Sanction

Feb 2009 June

2009

• QRA Gate 2a issued —

Strategic Risks and

Management Reserve

identified

Dec
2009

• Re-baseline to reflect
delays to EA, IBA, Power

sales, Financing
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Summary of key events 2010
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- GRA update — focus on

Gull Island first plus
transmission and
Strategic Risks

• Nalcor Executive update
on key issues

• Water Management
Agreement legislation

• Cost and Schedule QRA
issued for ME +lsland

link — Contingent Equity

to cover Strategic Risks

RFP for EPCM issued

Jan
2010

a

Feb

2010

Mar
2010

—

— —r ,r

DSP for DG2 issued to
Nalcor’s Board and is
approved,_

Apr/May
2010

July
2010

Nov
2010

• New Dawn Agreement
Initialed by Parties

Aug
2010

• Gate 2 estimate for Gull

Transmission+ Maritime Link

presented to Nalcor Executive

• Unfavourable Regie ruling for

Transmission through Quebec
for Gull ME first becomes the

Dec
2010

focus

• DG2 estimate released

at $5.OB
• IPA pacesetter review

for DG2a

• Rebaseline to reflect
DG2
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Summary of key events 2011
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• Contract awarded to

5NC for EPCM services
• Project Management

Approach and Contract

Strategy Document

• PUB Review of Muskrat
Falls announced

issued

• MOAIfhCanadafor
FLG

• Generation EAioint
Panel Report issued

Feb/Mar
2011

• Letter from Premier to
CEO stating contingent

•_quity Support

Apr/May

r7%

___________-F—

2011

June July

2011 2011

• EA Public Hearing
commence

• LW EA ElS guidelines
released

-0-

Aug
2011

Sep
2011

• New Dawn including BA
ratified by lnnu Nation

• Pre DG3 Cost Estimate to
Nalcor Executive

Oct
2011

Ndv
20 . 1

Navigant Report
issued

• Nalcor DG2 submission
to PUB
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Summary of key events 2012

MHI Report on project • 2012 Mar EA release • D63 QRA by We5tney

issued to PUB from Canada/NL which
is 7 months later than

the schedule required

-

-

nt’d Lvrrnr-r’ -trnn:r?an?r:. rc:r’ -

-

-
- -: U-

-

Jan Feb Mar May June

2012 2012 2012 2012 2012 2012

SNC performance

review by expert panel —

report indicated major
• PUB issue report — inconclusive • Integration with SNC

deficiencies in SNC’s
• EIS for the LIL was submitted - begins with Deloitte

team
• Start of Early works MF input
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Early delays
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The project was met with some regubtory and stakeholder
challenges
Environmental guidelines delays

• In December 2006, the Generation Project EA
was expected to be a 28 month process

• By March 2008 the process was slipping due
to CEAA delay in issuing the Environmental
Impact Statement (EIS) guidelines

• These guidelines were needed for NLH to
prepare a comprehensive ElS for submission

lnnu Nation negotiation challenges

• Innu Nation needed clarity on 3 issues prior
to a bringing an BA for a ratification vote:
— details on their commercial iiarticipation

in the LCP’
— positive movement on the Land Claims file
— inclusion of Upper Churchill Redress

i)naIcor
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Original & Latest Forecast — Generation Only

— I

I - I

Labrador Innu IBA
— =
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• Premised upon early identification of

risks

• Recognized that many risks are multi

dimensional and complex requiring

creative solutions

• Acknowledged that cost-effectively

managing risks will require risks to be

allocated to various stakeholders

LOWER CHURCHILL PROJECT 12 4) nalcor
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Risk allocaflon phNosophy
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Rkk management documents

Na!ror Energy — Lower Churdfl[I Prniefl
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PROJEURISK MANAGEMENT PLAN

Nalcor Energy — Lower Chnr&itt PnrerI
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NaIco, Dot No. I.CP-PT-MD-0000R1Pt001-Ot

tower Churchill Project — Propecn Risk Management Policy
Lower Churchill Projen — Prniect ExecutIon Pink & Oncenainty Management

0 aide tin en
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The project 1sk process was inWated early with first QRA ün 2008

Timeline of events Details

The ORAs conducted ensured the
continuity of consistent classification
of risk terminology through the
project life

The risk management practices and
the resultant ORA findings were

Summer Summer Spring reviewed favourably by independent

2008 2010 2011 Spring Spring Spring experts

I (D62) (0G2) (DG3) 2016 2017 2018
— Navigant (2011 Independent

Westney :

________

Supply Review)
QRA — —H

— Manitoba Hydro International

— MWH Canada Inc. as the
Independent Engineer (IE)

I — Lummus International (who were
engaged to conduct due diligence
on behalf of Emera Inc.).

— These risk management practices
continue to be applied through
Project Execution
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Examples of the Westnev 2008 QRA

Westney’s 2008 QRA view of risk exposure beyond
the estimate contingency levels

•L
f —

P Gatekeeper Risk Exposure

[here are three general areas of veiy signiFicant Risk Exposure
xilside the current eslthnte to this project:

Schedule - These rikbtdd be Si bifilon or more
in exposure

• Labot, PmducMy-The impact of these risks could also
exceed $1 billion

• Strait ci Belle Isle Crossing — This exposure could
approach $500 million

Extracted DG2a ORA document Lower Churchill Project — Gate 2a Risk

Management Plan, Nalcor document no. GEN-Rl-OO1, Rev Si dated 14-

Oct-2008.

hid
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Gull Island Project Schedule Risk Drivers — 2008 ORA

Financial
Full PowerClose
Units 2-5

Tramission $ Revenue

2OAt2OD8
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SNC:awarded EPCM contract
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SNC awarded EPCM contract for engneerng and-project
support seMces

• In February 2011, the EPCM Services contract was awarded to SNC
Lava Ii n

• The contract included Engineering, Procurement and Construction
Management Services with the flexibility to adjust as needed

• The flexibility was incorporated by Nalcor due to concerns regarding
SNC’s and the market overall construction management capacity

• Under the contract, SNC was responsible for all engineering with the
exception of engineering for the SOBI crossing and any eñineering
work that was to be encompassed within an Engineering,
Procurement and Construction (EPC) agreement (e.g. converter
stations)
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Reference Deck: SNC LavaHn hc. Contract

Lower Churchill Project
ba — SNC Lava un Inc. Contract
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May 2018
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SNC’s performance shortfafl ed to the shift to an hitegrated
project team

• The Project Delivery Team addressed theerformance short-fall

within SNC by shifting to an Integrated Delivery Model

• SNC’s engineering responsibility would not be integrated and would

remain with SNC as the Engineer of Record

• In its tall 2015 assessment, Independent Project Analysis

acknowledged the integrated team model as being effective means of

providing project management to a complex mega project

• While this risk reduction measure was successful and was

acknowledged by external stakeholders and reviewers, its

implementation occupied significant management resources during a

critical period of the Project
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Reference Deck: Project DeDfivery Modell and Organization

Lower Churchill Project

2 -Project Delivery Model and Organization

Privileged and Confidential in Contemplation of Litigation

May 2018
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