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Derek

See attached deck I have put together to give to Deloitte tomorrow. I have not been able to
get Normand today to see if SNC are aligned or wish to add other info. However, in the
consideration of time I thought I would pass along to you and I will do any SNC adjustments
later. 
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Fax: 709-737-1985
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Presentation Outline 
1. Safety Moment
2. Purpose of Presentation
3. Project Introduction & Background
4. Project Execution Status and Philosophy 
5. Project Execution and Organization Structure  
6. Project Team Effectiveness Status
7. Questions
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Safety Moment
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Before we get started I would like to take a moment to highlight the emergency exits and evacuation routes.
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Purpose of Presentation 
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Thank you for taking time to meet with us today.
These projects are critical to the future electrical supply of the Province.
They provide a long-term permanent solution that is
Least cost
Provides improved reliability, and
Environmentally friendly
These projects are focused on meeting the domestic needs of the regulated utility, NLH.
Neither the business case nor the debt financing that we will discuss today are dependent on revenues from export sales.
Commencing the credit rating process is a key step for Nalcor in moving the projects towards sanction in 2012.
We have provided you with general Lower Churchill updates over the past couple of years.
We have indicated to you that we would be back to talk specifically about the Lower Churchill rating at some point in the future.
Phase I now
Phase II (Gull Island) –future discussion
We are now in a position to talk to you about credit ratings for the project financing.
So lets move right into what we are asking you for and why we are doing it at this point in time.




Purpose of Presentation 
• Provide Deloitte with the historical strategy and status of the 

project
• Update the organization status
• Update Team Effectiveness Activity 
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Project Introduction & Background
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In this section I will be discussing the following:
Nalcor corporate and financial profile
The new assets being developed
Integration with existing assets
The NLH business case
Current project status
Overview of financing strategy
Future corporate structure
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Labrador Transmission Assets 
Ownership: 100% Nalcor
Construction cost: $0.4 billion
Regulatory recovery: 100% NLH
In-Service: late 2016

Maritime Transmission Link
Ownership: 100% NSPI
Construction cost: $1.2 billion
Regulatory recovery: 100% NSPI
In-Service: late 2016
Transferred to Nalcor: 2052

Labrador-Island Transmission Link
Ownership: 100% Nalcor

(~71% Nalcor/29% Emera upon Emera’s participation)
Construction cost: $2.1 billion
Regulatory recovery: 100% NLH
In-Service: late 2016

Muskrat Falls (824 MW)
Ownership: 100% Nalcor
Construction cost: $2.5 billion
Regulatory recovery: 100% NLH
First Power: late 2016

500 MW Holyrood
Thermal Generating Plant

600 MW Bay D’Espoir
Hydro-Electric Plant

5,428  MW Churchill Falls 
Hydro-Electric Plant
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Presenter
Presentation Notes
Will consider new assets, existing assets, business case and arrangements with Emera
Review new assets being constructed 
MF, LTA, LIL, ML  (including 4 converter stations)
Costs here are before IDC and in 2017 in-service $s – Jim will present fully loaded numbers later
Key existing assets
Churchll Falls, BDE, Holyrood, 265 MW booking
BDE – similar size (built and operated)
Hydro reservoirs:
Churchill Falls – large multi-year storage reservoir
MF has significantly less storage capacity
Water Coordination agreement with CFLCo. (approved by PUB)
NL Business Case
Build MF, LTA, LIL – least cost supply option for Island supply
Shutdown 500 MW Holyrood
Sufficient energy to 2041
MF produces 4.9 TWh of energy annually
NL needs 2.0 TWh (growing to 4.9 TWh)
New hydro – common for load to grow into supply
Key decision: how to monetize additional energy to create value for Shareholder
Emera arrangements
Emera builds ML…….Nalcor receives transmission rights
ML comes back to Nalcor after 35 years for $1
Nalcor provides Emera with 1 TWh for 35 years
Nalcor gets transmission path to NS, NB, NE (using existing transmission)
Emera gets opportunity to invest in LIL (29%)
Enables Nalcor to get energy to NE for summer peaking market and into NS/NB markets
Improved system reliability for NLH  – two interconnections



Island Supply Costs
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• MF provides the least-cost alternative to meet NLH customer demand for power
• $40+ billion in nominal savings over the life of the asset (PV of $2.2+ billion savings) 
• Long-term rate stability – removes reliance on thermal generation and global fuel prices
• Muskrat Falls provides a reduction in “real” rates to customers
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Island Regulated Revenue Requirements

Isolated Island (existing) Muskrat Falls with Labrador-Island Transmission Link

Long-term superior value 
Replacement of 
500MW Thermal 

Facility (Holyrood) 

Thermal power future
(excluding CO2 costs)

Renewable energy future 
(excluding FLG)

LCP Phase I (MF, LTA & LIL)Isolated Island (existing)

Fuel forecast based on PIRA Energy Group (January 2010) until 2025; 2% thereafter
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Shows total Island supply costs under Isolated and Interconnected options
Isolated Island Option (Red higher cost line)
No interconnection to N.A grid
$600 million of environmental upgrades at Holyrood (Scrubbers & precipitators)
Continue to operate Holyrood plant – primary source to meet future load growth
Build some small hydro + some small wind
No reduction in GHG emissions
Replacement of Holyrood oil-fired plant in mid 2030’s
Ratepayers would be subject to:
Increased reliance on oil-fired generation
Rising oil prices
Significant rate volatility
Significantly higher rates (even higher with carbon costs)
Interconnected Option (Green lower cost line)
Build MF/LTA/LIL
Shutdown Holyrood
NLH enters into 50-year PPA and Transmission Agreement with MF & LIL
No reliance on global oil prices
No future rate volatility
No beefit from any export sales incorporated into this graph
Significant savings to customers $40 billion nominal -- PV $2.2 billion – with no FLG benefits




Nalcor’s Future Corporate Structure
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Existing structure reviewed earlier
New structure for MF/LTA/LIL in Blue
New special purpose entities to be created
Structure was developed to address 4 needs – bullets above
Ownership of the various project components
Retention of Nalcor tax-exempt status in structuring LIL (Emera is taxable)
Open access transmission requirements
Ownership of transmission rights in LIL 
All key decision in LIL Partnership reside with Nalcor as General Partner
Jim will review structure in more detail later
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Project Execution Status and 
Philosophy
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The LCP Project Management team

The Project management team is over 300 people with 100 people in Nalcor’ss team plus a further 200 from SNC-L 
The world class team we have assembled is a blend of  project experienced personnel that have been working on the mega projects in Newfoundland and labrador over the last 20 years and over 35 years of experience gianed with Hydro facilities and transmission systems in engineering, construction and operations, to create a world class Project Management team who will deliver the projects.

Nalcor places safety performance above all and environmental responsibility is also intrinsic in all Nalcor’s activities. Within this context the LCP project team will focus on
Front End Loading
Applying Project Management best practices and lessons learned
Hiring world class support contractors and consultants
De-risking the project by proactive mitigation and management to 
Deliver on Budget
Deliver on Schedule
Deliver the required level of operational reliability and long term operability
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Mega-Project Success Factors
 Clear scope definition
 Solid project plan
 Realistic basis for cost estimates
 Optimal delivery/contracting strategy including early de-

risking and risk allocation
 Application of proven technology
 Strong team that includes functional expertise and offers 

continuity over the Projects
 Strong and effective project control during execution

11
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We know that mega projects are challenging undertakings and we do not underestimate these.
 
Very early in the project we set about facing up to these challenges by seeking expert opinion regarding the activities that would contribute to project success.
 
So we established work plans that have addressed. 

[refer to slide bullet points]
 
We will be discussing these factors throughout the presentation.
 
We focus on front end loading and de-risking the project by applying PM best practices.



Front-End Loading - Influence on Project Outcome
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Our Current Focus

The Cost Influence Curve

Source: Westney

• Front-end loading project definition 
and execution planning

• Early and continued focus on de-
risking the projects

• Robust and disciplined project 
management with strong owner 
project controls

• Contracting strategies that minimize 
and optimally allocate risk

– Nalcor is the Integrator 
– Engaged a world-class EPCM 

consultant (SNC)

“Project is better prepared than a typical 
megaproject at end of Front-End Loading (FEL) 2,” 
and the “Project has clear objectives and a well-
developed project team that has closed the project 
scope and achieved optimal project definition.”

- Independent Project Analysts, August 2010
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This graph illustrates the cost influence curve.

•	The ability to influence project success is greatest early in the project.
•	This is diminished as we move into project execution.
•	So this is the time we can positively influence the project outcome by investing in people, processes and systems – applying PM Best Practices.

We check our front end loading performance by bringing in experts with an independent perspective.

•	Independent project analysts (IPAs)
•	Using independent project reviews

[Refer to IPA quote on slide]



Current Target: Oct 2016

Stage-Gate Process
• Nalcor is implementing the Projects using a disciplined Stage-Gate Process
• DG2 was achieved in late 2010 and work toward DG3 is currently under way and is projected for completion 

Q2-2012
• Gatekeeper is Nalcor CEO in consultation with Nalcor Board of Directors and agreement with Shareholder

13
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This slide provides an overview of the decision gate process.

We are currently in between DG 2 and DG 3.

DG2 was passed through November 2010 – the gatekeeper is the Nalcor CEO – who reviews a comprehensive support package prepared by the Project Director and Project Team which is endorsed by the Project Executive Committee.

The gatekeeper consults with the Nalcor Board and seeks agreement with the shareholder to formally approve the decision.
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Key Project Achievements

DG2
Nov-10

Market Testing 
EOI Issued
Feb-09DG1

Feb-07

IPA
Pacesetter

Review
Aug-08

Start
Mobilization

of Current
Project Team

mid-2006

2008 2009 2010200720062005

NL Issues
EOI 

Jan-05

NL announces
NLH will lead LCP

May-06

Recommended 
EPCM Delivery 

Model
Dec-09

EPC Project
Delivery Option

Screened-out
Apr-08

IPA
Pacesetter

Review
Aug-10

Award 
Feasibility Studies

Contracts
to Hatch, SNC

& Fugro-Jacques
Apr-07

SOBI Seabed
Option
Confirmed
Sep-10

MF Geotechnical
Program
Jul – Oct 10

Generation Project
EIS Submittal

Feb-09

LIL EA 
Registration

Jan-09

New
Dawn

Oct-08

Gull
Field 

Programs
Commence

Jun-07

SOBI Geotech.
& Seismic
Program
Sep – Nov 09

Generation
Project 

EA Registration
Dec-06
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We have been working the plan since 2005.

We have achieved many milestones already along the critical path to DG2.

We have the end in sight at all times and a clear line of sight through the milestones ahead of us towards first power/ full power



Project Milestones

DG4
First Power

Q4-2016

DG3
Q2-2012

LIL SOBI Cable 
Installed

(Q4-2015)

Commence
Temporary

River Diversion
(Q3-2014) 

Project Labour
Agreements in-Place

Turbine & Generator
Contract Award

(Q2-2012)

2014 2015 201620132012 20172011

EA Release for 
MF and LTA

(Q1-2012)

Ready for
Reservoir 

Impoundment
(Q3-2016)

LIL SOBI Subsea Cable
EPCI Contract Award

(Late Q2-2012)

Financial Close
Q2-2013

LIL Converter
Station EPCI
Contracts
Award
(Late Q4-2012)

100% critical/complex contracts awarded

Commence
MF Early Works
(Early Q1-2012)

Construction 
Complete for 
Line 1 of LTA

(Q3-2014) 

EPCM 
Contract

Award
Feb-11

LIL System
Commissioned

& Ready for
Power 

Transmission
(Q4-2016)

ML Project 
ready to 

accept First 
Power

Full Power 
(Q2-2017)

ML EA 
Ministers’
release

15

Commence MF Powerhouse  & Spillway Construction
(Q1-2013)
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We know the milestones which are on the critical path.

We are investing the necessary funds, resources and effort to get us to our next milestone but also on the long lead items that will de-risk the schedule and secure future milestones.

There are some milestones which are pivotal.
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Project Execution Structure
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The LCP Project Management team

The Project management team is over 300 people with 100 people in Nalcor’ss team plus a further 200 from SNC-L 
The world class team we have assembled is a blend of  project experienced personnel that have been working on the mega projects in Newfoundland and labrador over the last 20 years and over 35 years of experience gianed with Hydro facilities and transmission systems in engineering, construction and operations, to create a world class Project Management team who will deliver the projects.

Nalcor places safety performance above all and environmental responsibility is also intrinsic in all Nalcor’s activities. Within this context the LCP project team will focus on
Front End Loading
Applying Project Management best practices and lessons learned
Hiring world class support contractors and consultants
De-risking the project by proactive mitigation and management to 
Deliver on Budget
Deliver on Schedule
Deliver the required level of operational reliability and long term operability




Lower Churchill Project – Management
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Nalcor CEO
 

VP Strategic 
Planning & Business 

Development
 

VP Regulated 
Operations

 

VP Project 
Execution & 

Technical Services
 

VP LCP
 

VP HR & OE
 

Manager 
Communications & 

Stakeholder Relations
 

VP Finance & CFO
 

LCP System 
Operations 

Integration Team
 

LCP System 
Integration Team

 

MF & LIL Project 
Manager & Team

 

Maritime Crossing 
Project Manager & 

Team
 

ML Project Manager 
& Team

 

General Manager 
Finance (LCP)

 

LCP Commercial & 
Financing Team 

 

EPCM Consultant 
SNC Lavalin

 

Senior Corporate 
Planning Advisor

 

LCP Executive Committee

Province of NL
• Finance
• Natural Resources
• Justice

LCP System 
Integration Team

 Lead

LCP Systems 
Operations 

Integration Lead
 

Project Director
 

LCP Commercial & 
Financing Team Lead

 

Advisors
Westney

Hatch
IPA

Advisors
Fasken Martineau
McInnes Cooper

PwC
AON
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Optimizing Project Delivery
Strategic Objectives Decision 1: 

Delivery Model = EPCM
Decision 2: 

Packaging Strategy
Balancing absolute cost 
against cost certainty, 
while…
• Achieving the required 

project quality
• Optimizing the project 

schedule
• Minimizing overall cost 

and schedule risk
• Achieving optimum and 

appropriate risk allocation
• Meeting benefits and First 

Nations obligations

• Market not amenable to 
single EPC, but to smaller EPC 

• Skillsets required vary across 
the 3 SPVs

• Significant schedule and cost 
advantage (~8 months, 25% -
30%  premium)

• Offers enhanced Design 
Integrity & Performance

• 3 separate SPV’s need 
individual, distinct delivery 
representation, 

• Overarching system design 
and management needed 
across the SPV’s to ensure 
total system delivery

• Each SPV requires varied 
skill sets – need to align 
to bidder resources and 
capacities

• Market desires are clear 
for most major packages

• Optimize risk allocation
• Maximizes market 

competition
• Heavily focusing on EPC, 

lump sums, and fixed unit 
price

• Reflect IBA Obligations
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This slide illustrates the project delivery process employed

We established the strategic objectives: 

[read from slide]

Using these objectives we then made our first decision to select the EPCM Model for MF, CTA, LIL excluding SOBI.

The decision process stage we are currently in is the contract packaging strategy.  We will select from a quilt of contract solutions and apply the most appropriate based on a balance between:
•	Ultimate cost
•	Schedule
•	Execution risk / certainty
•	Ability to absorb risk
•	Keeping interfaces to a manageable number
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Component 1
Muskrat Falls 

Hydroelectric Development

Company / EPCM Responsibilities:  Interface / Engagement Diagram

Detailed 
Eng., Procurement

& Contracting
(Consultant)

Design 
liability / 

responsibility

Functional Spec. 
& Contracting
(Consultant)
Design liability
/ responsibility

Construction
Contract(s)

-Support Facilities
-Construction Fac.
-Civil Works
construct,
commission

Construction
liability / responsibility

Component 3
HVdc Specialties

- Converter Stations & Electrodes
-SOBI Transition Compounds

Component 4
Overland Transmission

ac and dc

EPC Contract(s)
- Converter Stations 
- Electodes
- Transition Compounds
design, fabricate, install, commission

Design / Construction
liability / responsibility

Functional Spec. & Contracting
(Consultant)

Design liability / responsibility

EPC Contract(s)

- T & G*
- BOP*
- etc..
design, fabricate,
install, commission

Design / Construction
liability / responsibility

Construction Management

Detailed Engineering
(Consultant)

Design liability / responsibility

Procurement & Contracting
(Consultant)

Construction Contract(s)
install, commission

Construction liability / responsibility

LCP PMT
Focused Management & 
Control

-Overall Project Controls
-Cost Oversight
-Contracts / 

Procurement Oversight
-Construction Oversight

-Selective Info. 
Management
-Benefits Monitoring
-Quality Oversight
-Safety Oversight
-Environmental Oversight
-Risk Management
-Labour Relations
-Environmental 
Assessment
-Insurance
-Financing
-HR
-Other …

System Integration / Operating Philosophy  (LCP PMT)
Technical Governance (LCP PMT)

- Design Integrity Team / Independent Engineer    
- Constructability Team                                           
- Expert Technical Panels                                          
- IPR’s*

Overall LCP Project Management (LCP PMT)

*BOP: Balance of Plant

*IPR: Independent Project Review

*T & G: Turbine and Generator

Note:  Yellow color denotes EPCM Consultant

EPCM Consultant

CIMFP Exhibit P-02487 Page 21



Typical SPV Delivery Structure
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Nalcor SPV

Contractual Arrangement
EPCM Agent Role

SNC performs detailed 
engineering, procurement and 
construction management 
services

Agreements are between Nalcor
SPV and Contractors

The EPCM Consultant acts as 
representative for the Nalcor SPV 
in both procurement and 
construction management 
activities

SNC

SubcontractorsSub-Vendors 
or Suppliers

EPC or Site 
Contractors

Suppliers or 
Vendors

Note: The above is not applicable for SOBI Crossing, 
where Nalcor provides all procurement and 
construction management for this specialized 
scope.
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This slide shows a typical SPV delivery structure

You will note:

•	SNC-L performs the detailed Engineering / Procurement / Construction Management.

•	Contracts will be between the Nalcor SPV and Contractors

•	SNC-L acts as the SPV representative




Organizational Structure
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LCP Executive Committee
Project Director

Project Managers 
SOBI and MF + Tx

MF 
Manager & Team

Overland Tx
Manager & Team

Project Manager

HVDC Specialties 
Manager & Team

Overland Tx
Manager & Team

MF 
Manager & Team

HVDC Specialties 
Manager & Team

MF Contracts
EPC Contractors

Vendors

Installation & 
Service 

Contractors

SNC 
Corporate 

& PM 
Functional 

Support

Contractor 
Vendor 

Corporate 
& PM 

Functional 
Support

Nalcor provides:
+ Strong Owner direction, guidance & leadership
+ Overall integration
+ 35 years operational experience
+ 30 years front end loading, PM best practices
+ Responsibility for finance, aboriginal, regulatory, 

insurance, environmental approvals, Shareholder, 
marine works, governance and decision making

SNC provides:
+ World class track record of hydro-electric and 

transmission project execution
+ Extensive corporate resources to call on
+ Strong corporate support for Projects
+ Commitment to Project Excellence

Contractors & Vendors provide: 
+ Only top quality, reputable Tier 1’s will be selected 

to bid
+ Only those with sound financial basis will be 

chosen
+ Compliance with contract format, terms and 

conditions

Nalcor
Corporate 

& PM 
Functional 

Support

LTA Contracts
EPC Contractors

Vendors

Installation & 
Service 

Contractors

LIL Contracts
EPC Contractors

Vendors

Installation & 
Service 

Contractors
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This organization structure illustrates the role of:
•	Nalcor
•	SNC-L
•	Suppliers and Contractors

Each player brings their strengths and experience to the project and we all have a role to play.

Nalcor brings a bench strength of 35 years of hydro/transmission engineering/construction and operations experience.  Plus, 20 years mega project management experience to give strong owner direction, guidance and leadership.

SNC-L has a proven track record in hydro/transmission project delivery. We have a strong SNC-L team with the corporate bench strength backup and commitment.

Finally, we will be choosing from world class and top quality tier 1 contractors and suppliers.
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Scope 
Leaders

MF + LIL + LTA
General Project Manager

Project 
Manager

Muskrat Falls

Project Manager 
HVdc Specialties 
& Switchyards

Project  
Manager
Overland 

Transmission

Business Services

Engineering

Environmental and 
Aboriginal Affairs

Health & Safety

Quality

Enabling Functional Expertise

Scope 
Leaders

Scope 
Leaders

Area Delivery Responsibility

Area Delivery Responsibility

Area Delivery Responsibility

Construction

Finance & Accounting

Communications

Delivery-Based” 
Management 
Approach 
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LCP 
Project Director

General Project 
Manager

(MF, LTA & LITL)

Project Manager –
SOBI Crossing

PM – Muskrat Falls 
Generation

PM – HVdc Specialties 
and Switchyards

PM – Overland 
Transmission

EPCM General Project Manager

Component 1
Project Manager

Component 3
Project Manager

Construction
Director

Component 4
Project Manager

Support 
Services

Muskrat Falls
Construction 

Manager

HVdc & 
Switchyards
Construction 

Manager

Transmission Lines
Construction 

Manager

NalcorEPCM Consultant

Site Manager –
MF Generation

Site Based St. John’s 
Based

Reporting Relationship
Day-to-Day Communication 
Lines

Improved 
Organizational 
Interfaces
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Reflects Alignment with 
our Construction 
Management Plan

24

CIMFP Exhibit P-02487 Page 26



25

Project Team Effectiveness Status
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Background
• SNC EPCM contract awarded in February 2011
• Detailed kick off held outlining expectations per the 

coordination procedures
• SNC asked for 2011 to get team in place and deliver 

products for phase 1  
• Performance, delivery philosophy and roles issues 

raise their heads by end 2011
• Clearly making team less effective than expected
• Meetings at senior level held in January to discuss
• Mini IPR held in Q1 

26
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Background….Con’td

• Decided that “Task Force” approach will be used to 
move forward to gain organizational alignment –
Nalcor/SNC teams

• Build from the “bottom-up”
– Our Management Approach, Process and Tools 

must drive organizational resource requirements 
• Task Force Charter issued in order to bring 

resolution to both items 
• + other actions from January meeting

27
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Opportunities

1. Delivery performance concerns at question 
by some

2. Clarity of roles and subsequent inclusion at 
question by some

3. Overall communication and effectiveness 
4. Align on execution philosophy and 

organizational readiness to pass through DG3

28
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Questions?
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