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NALCOR ENERGY
SEVENTY-NINTH MEETING OF BOARD OF DIRECTORS
Hydro Place FRIDAY
Boardroom Level 6 November 28, 2014
St. John's, NL at 11:00 am
AGENDA TAB

1. Constitution of the Meeting:
* Chairperson — Ken Marshall
* Secretary — Peter Hickman
* Notice of meeting sent out on November 3, 2014
2, Safety Moment
3. Approval of Agenda
4, Verification of the Minutes of the 78th meeting of the Board

held on October 2nd, 2014 (RESOLUTION).......ooiveviviviiiniisiinec s e 1
5. Business Arising
6. ACHON LISL....eeceiieeceiet i crree sttt rrer e e s rr et r e as s tr e et e s seseeseermnnr b et s e nrerbabs e beessss s i baneessnnea bt 2
7. Board Committee Reports

. Audit

. Governance
. Safety, Health and Environment
. Compensation

8. Enterprise Risk Management Policy (RESOLUTION)........cccoveiiiiiiiiiiiice, 3
9, Financial Report
. FINANCIAI SUMIMATY ...evirinirrecrinriic et rere e e a s rre et era b e s e me e s 4
. Approval of Q3 Financial Statements and MD&A (RESOLUTION)..........ocovevinene 5
o Approval of 2015 Operating and Capital Budgets (RESOLUTION).......c.ccccevvinene. 6
. Approval of 2015 Financial Risk Management Strategy (RESOLUTION). .............. 7
. Compliance Certificate .........ovvcvv vt ee s eree e s 8
10.  Nalcor Energy Marketing Financial Recommendations (RESOLUTION) ......cccociiiniens 9
11. MFLTA & LIL PFA AMENAMENES ....oooeriii it inssss s e sraasassa s srsean s snens 10
12. President’'s Report
. 2014 Corporate Performance ReVIEW.........cooccuveiriircemreinreierensiseiesseniensisinesessessens A
e 2015 Corporate Plan (Draft).........cc.ocoeeviiiiiieiicerircrenstceerescresee e veessen e nes B
13. Business Unit Reports
. Newfoundland and Labrador Hydro ... c
L T & (1o TSSOSO SO RSOOSR PR D
) LOWET CRUICHIIL. .. .ccvriiiiiriiras e ceriresti et be e a e s se s s e e s e s anseeensesssbnssneen e E
J Ol AN GBS.....0eevreviieeeieiareree s isrrevsrseesa e s s e srseseasssssssessestarann s ressesastsasesessnssnannesaiss F
o 1= 0 L ¢ O O OO SRRTT G
. ENergy Marketing.......covecereeceririerinn e reinrss s rerrsasiensscs s asensaesssssnassaessesansens H
14. Employee Recognition
15.  Ratification of Email Resolutions {RESOLUTIONS)..........cccevimmnieescrvrrecmr s !
16.  Nalcor Board ANNUal WOrk Plan ...t cs s reneevesraesennnasss0e J
17, 2015 Meeting SChedule..........cccovivmiricniiniiii e s K

18. Other Business
19,  Date for next meeting
* Friday, March 13, 2015
20. In Camera Session
21. Termination
22. Lunch
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RESCLUTION

79TH NALCOR ENERGY BOARD OF DIRECTORS MEETING
NOVEMBER 28, 2014

VERIFICATION OF MINUTES

BE IT RESOLVED

THAT the minutes of the SEVENTY-EIGHTH meeting of the Board of
Directors of Nalcor Energy held on October 2, 2014, which minutes are

currently before this meeting, be and they are hereby verified as being

correct; and

THAT the Chairperson be and is hereby authorized to verify the minutes by
signing the Minute Book.
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MEMO
Date: November 21, 2014
To: Nalcor Board of Directors
Subject: Approval of Enterprise Risk Management {“ERM”) Policy Statement

Attached for the consideration and approval of the Board of Directors is an ERM Policy
Statement.

The Policy Statement has been prepared in accordance with Corporate Policy & Procedure
Guidelines. The Policy outlines guiding principles, high level roles and responsibilities as well as
key corporate and line of business level processes supporting the ERM framework. The Policy
was created to address the need for a high level corporate statement expressing the
commitment of the Board to ERM. Board level engagement and oversight is critical to the
success of the ERM program.

This Policy Statement will be reviewed and discussed at meetings of the Governance and Audit
Committees to be held on November 26" and 27", respectively, so the Policy attached is
subject to any revisions that may result from discussions at those meetings. Any such revisions
will be outlined to the Board at the Board meeting.
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Enterprise Risk Management

Governance Considerations

Boundiess Energy
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Purpose

o Governance considerations relating to ERM
implementation were reviewed with the Audit
Committee during the September 10", 2014
meeting

e The Audit Committee requested that these
also be addressed to the Governance
Committee

Q¥ nalcor
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Governance Considerations

|t was suggested that the Governance Committee
confirm:

—~ That the ERM Framework and Corporate Plan be
presented to the Nalcor Energy Board for approval

— That ERM plans be created for each line of business, and
presented to the Board of each entity by their inclusion in
strategic and/or operational plans. These plans will
include the development of board risk reporting

- That the Audit Committee will oversee short term ERM
implementation, with regularly evaluation of the oversight
structure as the framework matures

Q¥ nalcor
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Questions?

Q2 nalcor
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Policy Title Enterprise Risk Management Policy
Policy Group ERM
Policy Number ERM-1
Accountable Division Corporate Risk & Insurance
Policy Owner Chief Risk Officer
1. Policy Statement Recognizing that the management of risk is critical to achieving corporate objectives

and implementing internal control systems, Nalcor Energy ("Nalcor”) has
impiemented an Enterprise Risk Management {“ERM”) Framework to ensure that a
timely, structured and systematic approach is used to manage key business risks.

2. Purpose The purpose of this Policy is to outline the key components of Nalcor's ERM
Framework, including the infrastructure that facilitates performing the required risk
assessments, and developing and approving risk treatment plans. The Framework
requires ongoing commumnication and consuitation with key stakeholders, as well as
maonitoring and reviews of effectiveness, both of the framework itself and also key
management actions to manage priority risks.

3. Guiding Principles Nalcor's ERM Framework is underpinned by ponciples stating that risk management:

Creates and protects value

Is an integral part of all organizational processes

ts part of decision making

Explicitly addresses uncertainty

1s systematic, structured and timely

Is based on the best available information

Is tailored

Takes human and cultural factors into account

. Is transparent and inclusive; and

10. Facilitates continual improvement of the organization

PENON B W

4, Definitions and ERM - a group of coordinated activities, affected by the organization’s board of

Terms! directors, management and other personnel in strategy setting and across the
enterprise, designed to identify potential events that may affect the organization's
objectives, and to manage related risks to be within the organization’s risk appetite
and tolerances.

ERAM framework — set of components that provide the foundations for designing,
implementing, monitoring, reviewing and continually improving risk management
throughout an organization,

' The foRowing definitions are odogted from o number of sources’ (1) Committee of Sponsoring O i of the Treadway Ci i fcosal, (2}
Deloitte and Touche LLP and CAN/CSA-IS0 31000-10 os pobkshed by the National Standord: of Canada.

Corporate Policies & Procedures Manual ERM-1: Enterprise Risk Management Policy
Version 1.2, Nov, 13, 2014
Page 1 of 6

Page 9
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Risk ~ the effect of uncertainty on objectives.

Risk appetite —the nature and amount of risk an organization is willing to take onin
pursuing ts goals. Forms the bounds within which management must operate the
business.

Risk assessment — the overall process of risk identification, risk analysis and risk
evalfuation.

Risk management - is the identification, assessment, and priaritization of risks
followed by coordinated and economicat apphcation of resources to minimize,
monitor, and controf the probability and/or impact of unfortunate event(s} or to
maximize the realization of opportunities.

Risk treatment - often referred to as risk mitigation, it describes a process
undertaken to modify a risk which can include avolding the risk, accepting the risk to
pursue opportunity, removing the risk source, changing the likelihood, changing the
consequendces, sharing or transferring the risk or retaining the risk by informed
decision.

5. Scope of Application

This policy applies to all divisions and lines of business within Nalcor Energy.

6. Standards and
Requirements

CAN/CSA-150 31000-10 {Risk Management — Principles and guidelines)

COS0 Enterprise Risk Management — integrated Framework.

7. Process/Procedure’

Corporate Level Processes and Procedures

Once fully implemented, much of the benefit of an ERM framework lies in its ability
10 support and supplement the decision making process. It is another lens to assist
management in allocating resources, prioritizing efforts, and aligning focus across the
organization's portfolio. At Naicor, this includes six lines of business with varied
operations and activities.

At a Corporate level, this involves:

Setting risk appetite and tolerances

Completing an annual risk assessment at a portfolio level

Determining priority risks

Assigning ownership for these risks

Developing reporting to the Executive and Board, including Risk Profiles and

Detailed Risk Treatment Plans

Approving Risk Treatment for priority risks

* Overseeing the implementation and consistent application of the framework
within the lines of business

* Overseeing status of risk treatment plans for priority risks

*  Ensuring that review and monitoring activities take place as required within the
framework, and that they embody a spirit of continuous improvement

e Reviewing and approving Corporate ERM plans and £RM Policy, which are are

! adopted from CAN/CSA-15031000-10

Corporate Poticies & Procedures Manual ERM-1: Enterprise Risk Management Policy

Version 1.2, Nov. 13, 2014
Page 2 of &

Page 10
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reviewead and approved by the Hoard

The activittes above are driven largely by an ERM Corporate Owersgght Committee,
whose membership includes memhiers of the Leadership Team and othes senior
managers. Additional detail regarding the execution of these activities and the use of
the Risk Profile and Detailed Risk Treatment Plan templates can be found in the ERM
Framework and Procedures document

Line of Business - Processes and Procedures

wWhile the ERM Corporate Oversight Committee focuses on developing 2 portfohio
level view, the individual lines of business are required to tcomplete an entity level risk
assessment as part of the annual strategic planning process. Thisis captured in 3
template referred to as the Risk Register. Data in the Risk Register informs the
porifolic view, but is expected to be more granular. The portfolio levet risks
identified can be thought of as enterprise risks, while the additional leve! of detail
created v the Risk Register include more detailed components under each There
will often be several component nisks at a ine of business level which are shown as a
theme, or enterprise level risk when the overall portfolio 15 discussed

At a line of business level, key activities include:

» Compileting an annua! nsk assessment {for each line of business) as part of
completing annval plans which is linked to the objectives in the plan

*  Determining which risks link to the cusrent operational plan

s Completing analysis and evaiuation of the ideniified risks

*  Assigning ownership for these risks

e Overseeing status of risk treatment plans for key risks

¢ Reviewing risk appetite statements for continued relevance. and recommending
changes to the board as appropriate

+  Ensuring that review and monitoring activities take place as required within the
framework, and that they embody a spirit of continuous improvement

s Qverseeing any ERM initiatives that impact the lines of business divectly (eg. ERM
maturity assessments, use of Risk Registers, etc.)

¢ Reviewing and approving the ERM Framework and Procedures document, via
representation at the ERM Swb-Comnuttee

= Revkowig ko s ok k due b BB Dby s st

» Providing feedback on the appheation of the framework within the lines of
business

s Carrying out process level risk assessments, as required by COSQ, for cniticat
processes and linking these assessments to the entity level, as approgpriate

At a line of business level, the activities above are driven largely by the ERM Sulbs-
Committee, which includes representation from all fines of business as wekl as
Corporate support functions such as information Technology, Human Resources, etc
Additional detail regarding the execution of these activities, the use of the Risk
Register and other tools and templates can be found in the more detailed ERM
framework and Procedures document

ERM Framework and Procedures
ERM Toolset

Corporate Policies & Procedures Manual EAM-1: Enterprise Risk Management Policy
version 1.2, Nov, 13, 2014
Page 3016
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8. Responsibilities

High level roles and responslbilities

There are three broad stakeholder groups who must fulfill their roles in order for the
ERM framework to be effective; front line staff and management, the Corporate Risk
department and independent oversaers {ie. Auditors and the Board).

Front line staff and management

Al staff have a responsibility to appropriately balance risk and reward within the
activities that they operate, and to raise concerns where they are unsure this
balance has been struck. Employees must understand their role with respect to
processing transactions and are the ones who bring risk treatrment {ie. internal
controls) to fife. For Aadditionat guidance on management's role with respect to
ensuring appropriate internal control systems within their entity or department, the
Management Control Policy should be referenced.

£ach line of business has an identified representative on the ERM Sub-Lommittee
This individual is responsible to identify the right risk owners, oversee the
documentation of risk analysis and evaluation, and support the development of risk
treatment plans where this is challenging. They will also monitor progress of priority
treatment plans within their line of business, and will report status and emerging
risks to the Committee. The above activities are to be carried out using tools and
templates provided by Corporate Risk, and in a manner consistent with other lines of
business. Where training needs are identified for their line of business, they are
responsible to communicate this to the Corporate Risk department and to work with
them to design an appropriate approach

Corporate Risk department

A great deal of accountability for ERM framework design and implementation at the
carporate-leved has been delegated to the CRO, from the CFO/VP Finance. The CRO
and their department are responsible to:

s QOversee the annual risk assessment process, in coordination with Strategic
Planning

s Actas a resource to coach and educate staff impacted by ERM implementation
regarding the policy framework and its application

* Chair the ERM Bub-Committee and Co-Chair the ERM Corporate Qversight
Committee

*  Ensure Risk Committee meetings take place at least quarterly and that there is
adequate representation and expertise on the Committee

s Review Policy and other guidance at least annually for quality and adherence to

best practice

Provide training to lines of business as required and/or requested

Facilitate corperate/portfolio level risk assessment workshops at least annuafly

Monitor ERM framework and process

Monitor risk treatment plans for priority risks

Report progress against ERM planis) to Executive and Board as required

& . * @

The risk department is positioned to provide independent validation of compliance

Corporate Policles & Pracedures Manual ERM-1: Enterprise Risk Management Policy

Version 1.2, Nov. 13, 2014
Paged of &

Page 12
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with ERM Policy and plans, as well as to monitor objectively the status of priority risk
treatment plans.

Auditors/Board of Directors

The Board is charged with the role of representing the enterprise’s stakeholders in
respect 1o risk issues. This includes providing effective oversight of the enterprise’s
risk profile, and in particular, ensuring that executive management s tive!
governing and managing the enterprise’s risk envirgnment, Additionally, they are
responsible for ensuring that management has a process for identifving the principal
rigks of the Corparatipn’s busingss and ensuring the implementation of approgriate
systems to effectively monitor and manage such risks with a view to the long-term
viability of the Corporation. This includes oversight of internal cantrol, management
information systems, and regulatory compliance processes.

TR b ¢ ’ e akibakalii e
raspect-to-Heldissues—ThroughtheThe Governance Audit-Committee, will provide
primary support to the Board in fulfiliing this mandate, including reviewing ERM
Palicy and Corpor a;g ERM gq and making repemmendations to the Board
A L b B S by gk e e SR Bl s aed n g
their approval. Board approval is also required where risk appetite and tolerances
are established or updated following a sirnilar process of review and
recommendation by the Governance Commitiee.

Internal auditors and externat service providersamsdibass are rasponsible to report
independently to the Board regarding the effectiveness of activities taken by
management-and-risk, as well as priority risk treatment plans and ERM
framework/process.

Note regarding conflicting interests

The roles as outlined above support independent and objective quality assurance
aver the ERM framework and process application within the organization, and also
with respect to the effectiveness of priority risk treatment plans.

As a general principle, independence and/or objectivity can be impaired where a
function or individuat is responsible for assessing the quality of their own work. Itls
important that the Corporate Risk department is recognized as a source of assurance
over the activities of front line staff and management. It is not appropriate for
members of this department to make management decisions regarding risk appetite,

Corporate Pelicies & Procedures Manual ERM-1: Enterprise Risk Management Policy
version 1.2, Nov. 13, 2014
Page50f 6
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tolerance or treatment.

Similarly, ifiternal auditors or egxternal service providers Auditors give provide
management and the Board-with assurance over the quality of the work done by the
Corporate Risk department.

{tis important this design and these principles are upheld in order to not
compromise the quality assurance which is built into the framework.

The main accountabilities and responsibilities of the-key stakeholders are fully
described in the ERM R.A.C.. matricess which may be viewed or downloaded from
the link indicated below, and also in the ERM Framework and Procedures document.

Management Control Policy +

ERM R.A.C.I Matricess

ERM Framework and Procedures

9. Supporting and
Related Documents

ERM Framework and Procedures
ERM Toolset
ERM R.A.C.I. Matricess

Management Control Policy

Corporate Policies & Procedures Manual ERM-1: Enterprise Risk Management Policy

Version 1.2, Nov. 13, 2014
Pagebof 6

Page 14
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Policy Title Enterprise Risk Management Policy
Policy Group ERM
Policy Number ERM-1

Accountable Division

Corporate Risk & Insurance

Policy Owner

Chief Risk Officer

1. Policy Statement

Recognizing that the management of risk is critical to achieving corporate objectives
and implementing internal control systems, Nalcor Energy (“Nalcor”) has
implemented an Enterprise Risk Management (“ERM”) Framework to ensure that a
timely, structured and systematic approach is used to manage key business risks.

2. Purpose

The purpose of this Policy is to outline the key components of Nalcor's ERM
Framework, including the infrastructure that facilitates performing the required risk
assessments, and deveioping and approving risk treatment plans. The Framework
requires ongoing communication and consultation with key stakeholders, as well as
monitoring and reviews of effectiveness, both of the framework itself and also key
management actions to manage priority risks.

3. Guiding Principles

Nalcor's ERM Framework is underpinned by principles stating that risk management:

-

Creates and protects value

Is an integral part of all organizational processes

Is part of decision making

Explicitly addresses uncertainty

Is systematic, structured and timely

Is based on the best available information

Is tailored

Takes human and cultural factors into account

. lIs transparent and inclusive; and

10. Facilitates continual improvement of the organization.

©ENON AW

4. Definitions and
Terms®

ERM - a group of coordinated activities, affected by the organization’s board of
directors, management and other personnel in strategy setting and across the
enterprise, designed to identify potential events that may affect the organization’s
objectives, and to manage related risks to be within the organization’s risk appetite
and tolerances.

ERM framewaork — set of components that provide the foundations for designing,
implementing, monitoring, reviewing and continually improving risk management

throughout an organization.

* The following definitions are adapted from a number of sources: (1) Committee of Sponsoring Organizations of the Treadway Commission {COSO), (2)
Delvitte and Touche LLP ond CAN/CSA-150 31000-10 as published by the National Standards of Canado.

Corporate Policies & Procedures Manual ERM-1: Enterprise Risk Management Policy

Version 1.2, Nov. 13, 2014
Page1of 6
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[
Risk - the effect of uncertainty on objectives.
Risk appetite — the nature and amount of risk an organization is willing to take on in I
pursuing its goals. Forms the bounds within which management must operate the
business.
H
Risk assessment - the overall process of risk identification, risk analysis and risk
evaluation.
Risk management - is the identification, assessment, and prioritization of risks rm
followed by coordinated and economical application of resources to minimize,
monitor, and control the probability and/or impact of unfortunate event(s) or to
maximize the realization of opportunities. ~
Risk treatment - often referred 1o as risk mitigation, it describes a process
undertaken to modify a risk which can include avoiding the risk, accepting the risk to
pursue apportunity, removing the risk source, changing the likelihood, changing the I
consequences, sharing or transferring the risk or retaining the risk by informed
decision.
[ il
5. Scope of Application | This policy applies to all divisions and lines of business within Nalcor Energy.
6. Standards and CAN/CSA-1SO 31000-10 {Risk Management — Principles and guidelines). i |
Requirements COSO Enterprise Risk Management — Integrated Framework.
(]
7. Process/ Procedure’ | Corporate Level Processes and Pracedures -

Once fully imptemented, much of the benefit of an ERM framework lies in its ability
to support and supplement the decision making process. It is another lens to assist
management in allocating resources, prioritizing efforts, and aligning focus across the ™
organization’s portfolio. At Nalcor, this includes six lines of business with varied
operations and activities.

At a Corporate level, this involves:

Setting risk appetite and tolerances
Completing an annual risk assessment at a portfolio level [
Determining priority risks
Assigning ownership for these risks
Developing reporting to the Executive and Board, including Risk Profiles and m
Detailed Risk Treatment Plans

e Approving Risk Treatment for priority risks
¢ Qverseeing the implementation and consistent application of the framework 2

within the lines of business
» Qverseeing status of risk treatment plans for priority risks

s Ensuring that review and monitoring activities take place as required within the -
framework, and that they embody a spirit of continugus improvement
* Reviewing and approving Corporate ERM plans and ERM Policy, which are are -
? Adopted from CAN/CSA-1S031000-10
Corporate Policies & Procedures Manual ERM-1: Enterprise Risk Managernent Policy
Version 1.2, Nov. 13, 2014 ~

Page2of 6
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reviewed and approved by the Board

The activities above are driven largely by an ERM Corporate Committee, whose
membership includes members of the Leadership Team and other senior managers.
Additional detail regarding the execution of these activities and the use of the Risk
Profile and Detailed Risk Treatment Plan templates can be found in the ERM
Framework and Procedures document,

Line of Business - Processes and Procedures

While the ERM Corporate Committee focuses on developing a portfolio level view,
the individual lines of business are required to complete an entity level risk
assessment as part of the annual strategic planning process. This is captured in a
template referred to as the Risk Register. Data in the Risk Register informs the
portfolio view, but is expected to be more granular. The portfolio level risks
identified can be thought of as enterprise risks, while the additional level of detail
created in the Risk Register include more detailed components under each. There
will often be several component risks at a line of business lavel which are shown as a
theme, or enterprise level risk when the overall portfolio is discussed.

At a line of business level, key activities include:

e Completing an annual risk assessment {for each line of business) as part of

completing annual plans which is linked to the objectives in the plan

Determining which risks link to the current operational plan

Completing analysis and evaluation of the identified risks

Assigning ownership for these risks

Overseeing status of risk treatment plans for key risks

Reviewing risk appetite statements for continued relevance, and recommending

changes to the board as appropriate

® Ensuring that review and monitoring activities take place as required within the
framework, and that they embody a spirit of continuous improvement

e Qverseeing any ERM initiatives that impact the lines of business directly {eg. ERM
maturity assessments, use of Risk Registers, etc.)

* Reviewing and approving the ERM Framework and Procedures document, via
representation at the ERM Sub Committee

¢ Reviewing and providing feedback an the ERM Policy document

* Providing feedback on the application of the framework within the lines of
business

& Carrying out process level risk assessments, as required by COSO, for critical
processes and linking these assessments to the entity level, as appropriate

® & & »

At a line of business level, the activities above are driven largely by the ERM Sub-
Committee, which includes representation from all lines of business as well as
Corporate support functions such as Information Technology, Human Respurces, etc.
Additional detail regarding the execution of these activities, the use of the Risk
Register and other tools and templates can be found in the more detailed ERM
Framework and Procedures document.

ERM Framework and Procedures

ERM Tooiset

Corporate Policies & Procedures Manual

ERM-1: Enterprise Risk Management Policy
Version 1.2, Nov. 13, 2014
Page30of6
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8. Responsibilities

High level roles and responsibilities

There are three broad stakeholder groups who must fulfiil their roles in order for the
ERM framework to be effective; front line staff and management, the Corporate Risk
department and independent overseers (ie. Auditors and the Board).

Eront line staff and management

All staff have a responsibility to appropriately balance risk and reward within the
activities that they operate, and to raise concerns where they are unsure this
balance has been struck. Employees must understand their role with respect to
processing transactions and are the ones who bring risk treatment (ie. internal
controls) to life. Additional guidance on management’s role with respect to ensuring
appropriate internal control systems within their entity or department, the
Management Control Policy should be referenced.

Each line of business has an identified representative on the ERM Sub-Committee.
This individual is responsibie to identify the right risk owners, oversee the
documentation of risk analysis and evaluation, and support the development of risk
treatment plans where this is challenging. They will also monitor progress of priority
treatment plans within their line of business, and will report status and emerging
risks to the Committee. The above activities are to be carried out using tools and
templates provided by Corporate Risk, and in a manner consistent with other lines of
husiness. Where training needs are identified for their line of business, they are
responsible to communicate this 1o the Corporate Risk department and to work with
them to design an appropriate approach.

Corporate Risk department

A great deal of accountability for ERM framework design and implementation at the
corporate-level has been delegated to the CRO, from the CFO/VP Finance. The CRO
and their department are responsibie to:

o Oversee the annual risk assessment process, in coordination with Strategic
Planning

e Act as a resource to coach and educate staff impacted by ERM implementation
regarding the policy framework and its application

e Chair the ERM Sub-Committee and Co-Chair the ERM Corporate Committee

¢ Ensure Risk Committee meetings take place at least quarterly and that there is
adequate representation and expertise on the Committee

e Review Policy and other guidance at least annually for quality and adherence to

best practice

Provide training to lines of business as required and/or requested

Facilitate corporate/portfolio level risk assessment workshops at least annually

Monitor ERM framework and process

Monitor risk treatment plans for priority risks

Report progress against ERM plan(s) to Executive and Board as required

The risk department is positioned to provide independent validation of compliance
with ERM Policy and plans, as well as to monitor abjectively the status of priority risk

Corporate Policies & Procedures Manual ERM-1: Enterprise Risk Management Policy

Version 1.2, Nov. 13, 2014
Pagedof 6
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treatment plans.

Auditors/Board of Directors

The Board is charged with the role of representing the enterprise’s stakeholders in
respect to risk issues. Through the Audit Committee, the Board approves and
periodically reviews ERM Policy and Corporate ERM Plans. Board approval is also
required where risk appetite and tolerances are established or updated. This
Committee has the responsibility and accountability to provide effective oversight of
the enterprise’s risk profile, and in particular, should ensure that executive
management is effectively governing and managing the enterprise’s risk
environment. Additionally, they are responsible for ensuring that management has a
process for identifying the principal risks of the Corporation’s business and ensuring
the implementation of appropriate systems to effectively monitor and manage such
risks with a view 10 the long-term viability of the Corporation. This includes
oversight of internal control, management information systems, and regulatory
compliance processes.

Internal and external auditors are responsible to report independently to the Board
regarding the effectiveness of activities taken by management and risk, as well as
priority risk treatment plans and ERM framework/process.

Note regarding conflicting interests

The roles as outlined above support independent and objective quality assurance
over the ERM framework and process application within the organization, and also
with respect to the effectiveness of priority risk treatment plans.

As a general principle, independence and/or objectivity can be impaired where a
function or individual is responsible for assessing the quality of their own work. It is
important that the Corporate Risk department is recognized as a source of assurance
over the activities of front line staff and management. It is not appropriate for
members of this department to make management decisions regarding risk appetite,
tolerance or treatment,

Similarly, internal or External Auditors provide management and the Board with
assurance over the quality of the work done by the Corporate Risk department.

It is important this design and these principles are upheld in order to not
compromise the guality assurance which is built into the framework.

The main accountabilities and responsibilities of the key stakeholders are fully
described in the ERM R.A.C.l. matrix which may be viewed or downloaded from the
link indicated below, and also in the ERM Framework and Procedures document,

Management Control Policy
ERM R.A.C.I Matrix

ERM Framework and Procedures

Corporate Policies & Procedures Manual

ERM-1; Enterprise Risk Management Policy
Version 1.2, Nov. 13, 2014
Page Sof 6

19



CIMFP Exhibit P-04054

e

9, Supporting and ERM Framework and Procedures
Related Documents | g Toolset

ERM R.A.C.t. Matrix

Management Control Policy

Corporate Policies & Procedures Manual ERM-1: Enterprise Risk Management Policy

Version 1.2, Nov. 13, 2014
Page 6 of 6
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RESOLUTION

79th NALCOR ENERGY BOARD OF DIRECTORS MEETING
NOVEMBER 28, 2014

APPROVAL OF ERM POLICY STATEMENT

BE IT RESOLVED

THAT the Enterprise Risk Management Policy Statement presented to
the Board of Directors at its mesting of November 28, 2014, be and it is
hereby approved.
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Headlines (Cont’d.)

« Capital spend in LCP — Phase 1 is down by $162.3M offset by increased
capital spend of $150.1M in Hydro (includes gas turbine of $110.0M).

QY nalcor
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Highlights (cont’d.)

e Phase 1- Lower Churchill Project
- Budgeted net expenses of $0.5M
- Forecast net expenses of $0.5M
« Capital Expenditures
- Budgeted capital expenditures of $1,830.0M

— Forecast capital expenditures of $1,802.2M primarily due to:

« Anincrease in Hydro’s capital expenditures of $150.1M mainly due to a PUB
approved Holyrood GT, a Labrador West transmission project, the Sunnyside
Transformer, the Western Avalon replacement of transmission lines and tap
charger and the Bay D’Espoir 230kV line upgrade partially offset by;

« A decrease in Gull Island capital expenditures of $18.5M due to refundable
transmission service deposits which were budgeted for 2014 and payments are not
expected in 2014;

- A decrease in LCP — Phase 1 capital costs of $162.3M mainly due later than planned
award and commencement of activities associated with the HVdc and HVac
transmission lines, converter and switchyard construction, and synchronous
condensers and lower progress than planned on the Astaldi Powerhouse contract.

{\Y nalcor

energy
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Segment Earnings
(S millions)

2013 2014 2014

Segments Annual Annual Annual

Actual Budget Forecast
Regulated Hydro
Churchill Falls

Energy Marketing

Qil and Gas

Buil Arm Fabrication

Phase 1 Lower Churchill Project

Corporate and Other

Q\P nalcor

energy
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2014 Forecast Capital Expenditures

1,600.0 Capital Expenditures
{Smillions)
1,400.0 Totals:
Budget = $2,039.2M

1,200.0 Forecast = $2,011.4M
1,000.0

800.0

600.0

400.0

200.0 l

z _Illli____ - A e = - III[;__
Regulated  Churchill Falls Energy Mantlme Link
1 Island | &
Hydro  (100%) Marketing LCP Phase Gull Islan Oil & Gas
B Budget 1,410.8 28.0 194.0 I E
Forecast 1,248.5 9.5 194.0

* Includes costs for Nalcor and Emera.

Q¥ nalcor

energy
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Lower Churchill
October 31, 2014
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LCP Phase 1 Consolidated

: A\ nalcor
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Phase 1 Highlights

YTD actual costs of $902.9M for MF, LTA, and LIL are lower than YTD Project Budget
baseline of $1,028.1M by $125.2M primarily due to:

« Later than planned award and commencement of activities associated with the HVdc and
HVac transmission lines;

- Later than planned award and commencement of activities associated with the converter and
switchyard construction, and synchronous condensers.

» Lower progress than planned on the Astaldi Powerhouse contract;

Forecast capital costs of $1,124.2M is lower than Project Budget baseline of $1,286.5M
by $162.3M primarily due to:

« Later than planned award and commencement of activities associated with the Hvdc and
HVac transmission lines;

- Later than planned award and commencement of activities associated with the converter and
switchyard construction, and synchronous condensers;

«  While progress is lower than planned on the Astaldi Powerhouse contract, the forecast
predicts a significant catchup in schedule out to the end of 2014.

Debt draws under the Project Finance Agreements totaled $979.6M as at the end of
October

LOWER CHURCHILL PROJECT 50 \x‘ nalcor

energy
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Phase 1 Cost Summary

($000's CAD)

Total

Financing Costs
Interest During Construction (Net}
Sub-Total

Owners Team, Admin & EPCM Services
Feasibility Engineering
Environmental & Regulatory Compliance
Aboriginal Affairs
Procurement & Construction
Commercial & Legal

Sub-Total

3 om

2014 TTD
Actual Budget Forecast Actuals
$ 85147 $§ 93992 $ 102,326 $ 106,903 S 408,682
$ 743§ -5 891 $ - $ 37,284
S 5418 S 5101 S 6,522 S 6,247 $ 26,171
S 2,548 S 1,154 S 2,766 S 1,802 S 5,982
$ 925,117 $ 797,612 $1,164,279 $1,003,442 $1,380,603
S 9,129 $§ 5074 S 9,721 § 5,820 $ 16,779
$1,028,102 $ 902,933 $1,286,505 $1,124,214 $1,875,501
S 3426 S 2,664 S 4,624 $ 4,624 S 46,721
$ 101,235 $ 99,084 S 119,688 $ 119,688 $ 113,257
$ 104,661 $ 101,748 $ 124,312 $ 124,312 $ 159,978
$1,132,763 $1,004,681 51,410,817 $1,248,526 $2,035,479

Note: YTD Actual costs above include currency impact of $13 in Owners Team, Admin & EPCM Services, $7,471 in Procurement
and Construction, 58 in Commercial & Legal, and $93 in Financing Costs.

LOWER CHURCHILL PROJECT

L\ nalcor
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Phase 1 Capital Expenditures

Capital Expenditures
Budget to Forecast 2014

$2,500.0 (Smillions)
$2,000.0
$1,500.0
$1,000.0
5500'0 | ] l
s YTD Budget YTDActual |  2014Budget | Forecast |  TTDActuals |
'm2014 $1,132.8 _' $1,004.7 1  s14108 | 51,2485 | $20355
LOWER CHURCHILL PROJECT 5 \\‘ na!gg!
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Muskrat Falls

LOWER CHURCHILL PROJECT \\‘ nalcor

energy
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Muskrat Falls Highlights

« YTD actual costs of $455.5M is lower than YTD Project Budget baseline of $490.3M by
$34.8M primarily due to:

« Lower progress than planned on the Astaldi Powerhouse contract.

» Forecast capital costs of $568.5M is lower than Project Budget baseline of $588.0M by
$19.5M primarily due to:

«  While progress is lower than planned on the Astaldi Powerhouse contract, the forecast
predicts a significant catchup in schedule out to the end of 2014.

« Debt draws under the Project Finance Agreements totaled $979.6M as at the end of
October

LOWER CHURCHILL PROJECT 54 \‘\‘ nalcor

energy
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Muskrat Falls Cost Summary

($000's CAD) YTD 2014 17D
Budget Actual Budget Forecast Actuals

Owners Team, Admin & EPCM Services $ 39,102 $ 45,704 S 47,017 S 51,830 S 237,747
Feasibility Engineering S 104 $ - S 125 § - S 16,552
Environmental & Regulatory Compliance S 1,594 § 4,648 S 1,914 S 5,071 S 17,013
Aboriginal Affairs ¢ 2014 $ 1148 $ 2105 $ 1,634 $ 5434
Procurement & Construction S 441,304 S 400,594 $ 530,546 S 506,044 S 847,973
Commercial & Legal S 6,226 S 3411 S 6,307 S 3,918 S 7,422
Sub-Total $ 490,344 S 455,505 S 588,014 $ 568,497 $1,132,141
Financing Costs S 1,457 $ 1,490 $ 1,957 S 1,957 S 19,902
Interest During Construction (Net) S 44465 S 43,584 S 51,386 S 51,386 $ 50,565
Sub-Total $ 45922 $ 45,074 $§ 53343 $ 53,343 S 70,467
Total $ 536,266 $ 500,579 S 641,357 $ 621,840 $1,202,608

Note: YTD Actual costs above include currency impact of $12 in Owners Team, Admin & EPCM Services, $901 in Procurement
and Construction, $5 in Commercial & Legal, and $39 in Financing Costs.

LOWER CHURCHILL PROJECT 55 \\‘ nalcor

energy
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Labrador Transmission Assets

LOWER CHURCHILL PROJECT 56 ‘\‘ na!grogg'
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Labrador Transmission Assets Highlights

« YTD actual costs of $148.6M is lower than YTD Project Budget baseline of $172.8M by
$24.2M primarily due to:

« Lower progress than planned on the construction and clearing for the HVac line;

« Lower progress than planned on the switchyards contract.

. Forecast capital costs of $185.5M is lower than Project Budget baseline of $208.5M by
$23.0M

« Lower progress than planned on the construction and clearing for the HVac line;
« Lower progress than planned on the switchyards contract.

. Debt draws under the MF/LTA Project Finance Agreement totaled $160.9M as at the
end of October

LOWER CHURCHILL PROJECT 57 @ nalcor

energy



($000's CAD)

Owners Team, Admin & EPCM Services
Feasibility Engineering

Environmental & Regulatory Compliance
Aboriginal Affairs

Procurement & Construction
Commercial & Legal

Sub-Total

Financing Costs
Interest During Construction (Net)

Sub-Total

Total

CIMFP Exhibit P-04054

Page 41

Labrador Transmission Assets Cost Summary

YTD 2014 TTD
Budget Actual Budget Forecast Actuals
S 6,085 S 21315 § 7302 § 22,840 $ 65,405
S 21 S - S 25 S - S 299
S 42 S (11) $ 47 S (7) S 642
$ 100 $ (o 140 S 47 S 0
$ 166,063 $ 126,667 $ 200,464 S 161,900 S 203,134
S 480 S 648 S 507 § 696 S 1,474
$ 172,791 $ 148,619 $ 208,485 §$ 185,476 $ 270,954
S 320 S 216 S 430 $ 430 S 4,031
$ 10,235 § 9542 $ 11698 S 11,698 $ 10,095
S 10555 $ 9,758 $ 12,128 $ 12,128 $ 14,126
$ 183,336 S 158377 $ 220,613 $ 197,604 $ 285,080

Note: YTD Actual costs above include currency impact of $873 in Procurement and Construction, $2 in Commercial & Legal, and

$9 in Financing Costs.

LOWER CHURCHILL PROJECT
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Labrador-Island Link

LOWER CHURCHILL PROJECT 59 @ na!geg[
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Labrador-Island Link Highlights

YTD actual costs of $298.8M is lower than YTD Project Budget baseline of $365.0M by
$66.2M primarily due to:

- Later than planned award and commencement of activities associated with the HVdc
transmission line;

- Later than planned award and commencement of activities associated with the converter and
switchyard construction, and synchronous condensers;

« Lower progress than planned on the SOBI Offshore contracts;

« Lower EPCM staffing for LIL than budgeted.

Forecast capital costs of $370.2M is lower than Project Budget baseline of $490.0M by
$119.8M primarily due to:

- Later than planned award and commencement of activities associated with the HVdc
transmission line;

. Later than planned award and commencement of activities associated with the converter and
switchyard construction, and synchronous condensers;

« Lower progress than planned on the SOBI Offshore contracts;

« Lower EPCM staffing for LIL than budgeted.

Debt draws under the LIL Project Finance Agreement totaled $275.3M as at the end of
October

LOWER CHURCHILL PROJECT 50 & nalcor

energy
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Labrador-Island Link Cost Summary

($000's CAD) YTD 2014 TTD

Budget Actual Budget Forecast Actuals

Owners Team, Admin & EPCM Services S 39960 $§ 26,973 S 48,007 S 32,232 S 105,531
Feasibility Engineering S 618 S - S 741 S - S 20,432
Environmental & Regulatory Compliance $ 3,782 S 463 S 4561 S 1,183 S 8,515
Aboriginal Affairs S 434 S 6 S 521 S 121 S 547
Procurement & Construction S 317,749 $§ 270,351 S 433,269 $ 335,498 S 329,495
Commercial & Legal S 2423 § 1,014 S 2,907 S 1,206 S 7,884
Sub-Total $ 364,966 S 298,807 S 490,006 $ 370,240 S 472,404
Financing Costs S 1,649 S 958 § 2,237 § 2,237 S 22,788
Interest During Construction (Net) § 46,535 $ 45958 S 56,604 S 56,604 S 52,597
Sub-Total $ 48,184 S 46916 $ 58841 S 58,841 $ 75,385
Total $ 413,150 $ 345,723 $ 548,847 S 429,081 S 547,789

Note: YTD Actual costs above include currency impact of $5,696 in Procurement and Construction, $2 in Commercial & Legal,
and $46 in Financing Costs.

energy
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LCP Phase 2 - Gull Island

LOWER CHURCHILL PROJECT 62 \‘\‘ na!gg I
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Gull Island YTD Capital Expenditures

Capital Expenditures
Budget to Forecast 2014

(Smillions)
$14.0

$12.0
$10.0
$8.0 _
$6.0
54.0

$2.0

" YTD Budget YTOActual |  GI2014Budget | Forecast

$- . —
‘m2014 $115 __ 540 S s1es | %95 f

o Refundable transmission service deposits of $13.5 million were budgeted for 2014, however no payments are anticipated
for the year.

LOWER CHURCHILL PROJECT 63 Q nalcor
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Maritime Link (Full Costs)

LOWER CHURCHILL PROJECT 64 @ na! 599 5
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Maritime Link YTD Capital Expenditures
(Full Cost)

Capital Expenditures
Budget to Forecast 2014

(Smillions)

$250.0

$2000

$150.0

$100.0

$50.0

> YTD Budget 4'_ ~ YTDActual 2014 Budget Forecast
@Emera| $159.9 ! $138.0 $191.9 - 51919 .
sNacor| st | %09 J_ s '__"I_ s |
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NALCOR ENERGY
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
September 30, 2014
Unaudited
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CIMFP Exhibit P-04054
NALCOR ENERGY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
{Unaudited)
September 30  December 31 Januvary 1
As at {millions of Conadion doliors) Notes 2014 2013 2013
ASSETS {Note 23)
Current assets
Cash and cash equivalents 68.2 93.7 119
Restricted cash 1,025.5 525.5 -
Short-term investments 10 1.0 11.0
Trade and other receivables 88.1 149.8 124.7
Inventory 103.0 75.2 62.0
Current portion of sinking funds - 65.4 .
Prepaid expenses 154 116 5.6
Derivative assets 1.0 0.2 0.1
Total current assets 1,302.2 922.4 215.3
Non-current assets
Property, plant and equipment 4 5,016.2 3,742.6 2,802.4
Exploration and evaluation assets 8.5 - -
Investment property 1.0 11 11
Other long-term assets 6 429.6 314.7 354.5
Investment in joint venture 1.4 1.1 0.7
Long-term investments 7 3,361.1 4,477.4 .
Total non-current assets 8817.8 8,536.9 3,153.7
Total assets 10,120.0 9.,459.3 3,374.0
Regulatory deferrals 5 67.7 64.4 65.1
Total assets and regulatory deferrals 10,187.7 9,523.7 3,439.1
LIABILITIES AND EQUITY
Current liabilities
Short-term borrowings 8 - 41.0 125.0
Trade and other payables 703.1 408.3 198.0
Current portion of iong-term debt 8 85 82.2 82
Derivative liabilities 0.9 15 -
Current portion of other liabilities 52 7.2 8.5
_ Total current liabilities 717.7 540.2 339.7
Non-current liabilities
Long-term debt 8 6,242.8 6,047.9 1,125.9
Class B limited partnership units 9 77.7 73.0 -
Deferred credits 10 218.0 96.9 28.0
Deferred contributions 11 111 9.5 99
Decommissioning liabilities 12 34.2 33.0 319
Long-term payables 78.0 78.3 82.4
Employee future benefits 124.2 118.3 119.9
Total non-current liabilities 6,786.0 6,456.9 1,398.0
Total liabilities 7,503.7 6,997.1 1,737.7
Shareholder’s equity
Issued capital 1225 1225 122.5%
Shareholder contributions 1,263.2 1,141.8 4358
Accumulated other comprehensive loss (15.8) (28.1) (2.7}
Retained earnings 1,077.6 1,031.8 943.6
Total equity 2,447.5 2.268.0 1,499.2
Total liabilities and equity 9,951.2 9,265.1 3,236.9
Regulatory deferrals 5 236.5 258.6 202.2
Total Ilabilitiesi eguig and regulatorv deferrals 10,187.7 9,533.7 3,439&'
See accompenying notes
Subsequent events (Note 22)
On behalf of the Board:
DIRECTOR DIRECTOR
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NALCOR ENERGY

CONSOLIDATED STATEMENT OF COMPREHENSIVE iNCOME

{Unaudited)

Three months ended Nine months ended

For the period ended September 30 {millions of Canadian dollars) Notes 2014 2013 2014 2013
Energy sales 1154 121.6 565.9 550.6
Other revenue 8.3 8.0 24.0 20.1
Revenue 123.7 129.6 589.9 570.7
Fuels (32.49) (87)  {203.6) (123.6)
Power purchased (13.3) {15.0) (52.4) {46.8)
Operating costs 14 (64.1) {54.3) {181.5) {159.8)
Depreciation and depletion 4 (20.9) {20.1) (70.1) (66.0)
Exploration and evaluation - (2.1) - (2.8
Net finance income and expense 15 {16.8) {18.3} (58.4) {54.9)
Other income and expense {1.3) 2.5 {3.8} 3.0
Share of profit of joint venture 0.1 - 0.3 0.3
{Loss) profit, before regulatory adjustments {25.0) 17.6 20.4 120.1
Reguiatory adjustments 5 23.1 3.0 25.4 {43.6)
{Loss) profit for the period {1.9} 20.6 45.8 76.5
Other comprehensive income {loss} for the period 2.9 (3.4} 12.3 {17.7)
Total comprehensive income for the period 1.0 17.2 58.1 58.8

See occompanying notes
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NALCOR ENERGY
CONSOLIDATED STATEMENT OF CHANGES iN EQUITY
{Unaudited)
Employee
Issued  Shareholder Fair Value Benefit Retained
(mililons of Canedian doilors) Capital _Contributions Reserve Reserve Earnings Total
Balance at January 1, 2014 1225 1,141.8 10.6 {38.7) 1,031.8 2,268.0
Profit for the period - - - - 45.8 45.8
Other comprehensive income
Net change in fair value of
available for sale financial instruments - - 20.7 - - 20.7
Net change in fair value of financial
instruments reclassified to profit or loss . = (8.4) - - (8.4)
Total comprehensive income (loss) for the period - - 12.3 - 45.8 58.1
Capital contributions - 121.4 - - - 121.4
Balance at September 30, 2014 122.5 1,263.2 22.9 {38.7) 1,077.6 2,447.5
Balance at January 1, 2013 1225 435.8 43.6 {46.3) 9436 1,499.2
Profit for the period - - - - 76.5 76.5
Other comprehensive income
Net change in fair value of
available for sale financial instruments - - {8.2) - - (8.2)
Net change in fair value of financial
instruments reclassified to profit or loss - - {9.5) - - (9.5)
Total comprehensive income (loss) for the period - - (17.7) - 76.5 58.8
Capital contributions - 446.4 - - - 446.4
Balance at September 30, 2013 122.5 882.2 25.9 {46.3) 1,020.1 2,004.4

See occompanying notes
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NALCOR ENERGY
CONSOLIDATED STATEMENT OF CASH FLOWS
{Unaudited)

Page 55 l

Three months ended Nine months ended
For the period ended September 30 {millions of Canadian dollors} Notes 2014 2013 2014 2013
Cash provided by (used in)
Operating activities
(Loss) profit for the pericd {1.9) 20.6 45.8 76.5
Adjusted for items not involving a cash flow:
Employee benefits 19 18 5.9 51
Depreciation and depletion 209 20.1 70.1 66.0
Accretion 1.3 14 4.1 4.1
Amortization of deferred contributions 03 - (0.5) -
Loss on disposal of property, plant and equipment 0.5 (0.3) 0.9 (0.2)
Decrease in long-term prepaid expenses 10 - 1.0 -
Share of profit of joint venture (0.1) . (0.3) {0.3)
Regulatory adjustments {23.1) (3.0) (25.4) 436
Other {1.9) {0.5) {1.0} 0.4
Changes in non-cash working capital balances 19 214.8 1215 324.9 169.6
Net cash from operating activities 213.7 161.6 425.5 364.8
Investing activities
Additions to property, plant and equipment (542.9) (312.4) (1,219.5) (608.8}
Additions to exploration and evaluation (8.5) - (8.5) .
(Increase) decrease in long-term receivables (6.6} 16 {94.7) 0.5
Decrease (increase) in short-term investments 118 (1.7) - (3.2}
{Increase) decrease in sinking funds (9.5) {11.3} 103.9 {23.4)
Decrease (increase) in reserve fund 1.0 (0.1) 0.8 (0.2)
Decrease in long-term investments 398.7 - 1,116.3 -
Proceeds on disposal of property, plant and equipment - 02 - 3.8
Net cash used in investing activities {155.9) (323.7) {101.7) {631.3)
Financing activities
Issuance of long-term debt 197.1 - 197.1 -
Retirement of long-term debt - - {124.6) -
Increase in restricted cash {160.6) - (500.0)
Increase in Class B limited partnership units - {67.7) . .
{Decrease) increase in short-term borrowings {103.5) 30.0 {41.0) (81.0)
Decrease in long-term payable and other liabilities (1.5) {1.5) (3.0) (4.5)
Inc¢rease in contributed capital 336 152.5 214 446.4
increase in deferred contributions 0.6 0.9 0.9 11
Decrease in deferred credits {0.3) {18.1) (0.1) (0.2)
Net cash provided from (used in} financing activities {34.6) 96.1 {349.3} 361.8
Net increase {detrease} in cash 23.2 (66.0) (25.5) 95.3
Cash and cash equivalents, beginning of period 45.0 173.2 93.7 119
Cash and cash equivalents, end of period 68.2 107.2 68.2 107.2

Supplementary cash flow information (Note 19)

See occomponying notes
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NALCOR ENERGY
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS {Unaudited)

1,

il

DESCRIPTION OF BUSINESS

Nalcor Energy {Nalcor} is incorporated under a special act of the Legistature of the Province of Newfoundland and
Labrador {the Province)} as a Crown corporation and its business includes the development, generation and sale of
electricity, oil and gas, industrial fabrication and energy marketing. Nalcor's head office is located in St. John's,
Newfoundiand and Labrador.

Subsidiaries
Nalcor holds interests in the following subsidiaries:

A 100.0% interest in Newfoundland and Labrador Hydro (Hydro) whose principal activity is the generation,
transmission and sale of electricity. Hydro’s operations include both regulated and non-regulated activities.

A 100.0% interest in Nalcor Energy - Oil and Gas Inc. {0il and Gas), a company with a broad mandate to engage in
upstream and downstream sectors of the oll and gas industry including exploration, development, production,
transportation and processing.

A 100.0% interest in Nalcor Energy ~ Bull Arm Fabrication Inc. (Bull Arm Fabrication), Atlantic Canada’s largest
industrial fabrication site with a fully integrated infrastructure to support large-scale fabrication and assembly. Its
facilities include onshore fabrication halls and shops, a dry-dock and a deep water site.

A 100.0% interest in Muskrat Falls Corporation {Muskrat Falls) created to develop, construct, finance and operate the
Muskrat Falls plant, an 824 megawatt (MW) hydroelectric generating facility in Labrador.

A 100.0% interest in Labrador Transmission Corporation (Transco) created to develop, construct, finance and operate
transmission assets connecting the Muskrat Falls plant to the existing hydroelectric generating facility in Churchill
Falls.

A limited partnership interest in the Labrador-istand Link Limited Partnership {LIL 1P), created to develop, construct,
finance and operate the assets and property constituting the Labrador-Isiand Link {LIL}, a transmission link to be
constructed between the Muskrat Falls plant and the Newfoundland and Labrador island Interconnected System. LIL
Holdco holds 100.0% of the Class A limited partnership units.

A 100.0% interest in Labrador-island Link General Partner Corporation (LIL GP) and Labrador-Island Link Holding
Corporation {LIL Holdco}, both created to hold Nalcor’'s 65.0% interest in the LiL LP.

A 100.0% interest in the Labrador-Island Link Operating Corporation (LIL Opco), created to operate and maintain the
LIL.

A 100.0% Interest in the Lower Churchill Management Corporation (LCMC), created to carry out the project
development and management functions for Phase 1 of the Lower Churchill Project including planning, engineering
and design management, construction management, risk management, finance, procurement and supply chain
management.

A 100.0% interest in the Nalcor Energy Marketing Corporation {NEM), a subsidiary established to market Nalcor's
energy throughout North America. NEM was incorporated on March 24, 2014,

Nalcor also has two inactive subsidiaries, Gull Island Power Corporation (GIPCo) and Lower Churchill Development
Corporation {LCDC).
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DESCRIPTION OF BUSINESS (cont'd.)

Investments In Joint Arrangements

Nalcor holds a 65.8% indirect interest {through Hydro) in Churchill Falls {Labrador) Corporation Limited {Churchill
Falls), a joint operation that owns and operates a hydroelectric generating plant and related transmission facilities
situated in Labrador with a rated capacity of 5,428 MW,

Nalcor holds a 33.3% indirect Interest {through Churchill Falls) in Twin Falls Power Corporation (Twin Falls), a 225
MW hydroelectric generating plant on the Unknown River in Labrador. The plant has been inoperative since 1974.

Variable Interest Entities

Nalcor consolidates the resufts of varfable interest entities (VIEs) in which it holds a financial interest and is the
primary beneficiary. Nalcor has determined that it is the primary beneficiary of the LIL Construction Project Trust
{Project Trust) and as a result has included the financial statements of the Project Trust in these consolidated
financial statements. Nalcor has determined that it is not the primary beneficiary of the Muskrat Falls/Labrador
Transmission Assets (MF/LTA) Funding Trust or the Labrador-island Link (LIL) Funding Trust and therefare the
operations of these trusts are not reflected in these financial statements.

SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance and Basis of Measurement

These condensed interim cansolidated financial statements have been prepared in accordance with International
Accounting Standard ({AS) 34 - Interim Financial Reporting as issued by the International Accounting Standards Board
(1ASB). Nalcor adopted International Financial Reporting Standards (IFRS) as of January 1, 2014, with a date of
transition effective January 1, 2013. Nalcor has adopted accounting policies which are based on the IFRS applicable
as at September 30, 2014, and includes individual IFRS, I1AS, and interpretations made by the IFRS Interpretations
Committee {IFRIC) and the Standing Interpretations Committee (SIC). Upon adoption, Naicor followed the
requirements of IFRS 1 - First time adoption of IFRS {IFRS 1) in its application of IFRS as disclosed in Note 21,

Previously, the Annual Audited Consolidated financial Statements of Naicor were prepared in accordance with
Canadian Generally Accepted Accounting Principles (GAAP). An explanation of how the transition to IFRS has affected
the financial position, financial performance and cash flows is provided in Note 21.

These condensed interim consolidated financial statements do not include all of the information required for full
Annual Audited Consolidated Financial Statements. Interim resulits will fluctuate due to the seasonal nature of
electricity demand and water flows, as well as timing and recognition of regulatory items. Due to higher electricity
demand during winter months, revenue from electricity sales is higher during the first and fourth quarters.

These finantial statements have been prepared on a historica! cost basis, except for financial assets ‘at fair value
through profit or loss’ and ‘available-for-sale’ financial assets which have been measured at fair value. The
condensed interim consolidated financial statements are presented in Canadian Dollars and all values rounded to the
nearest million, except when otherwise noted. The financial statements were approved by the Board of Directors of
Nalcor on XX,2014.

Basis of Consolidation

The consolidated financial statements include the financial statements of Nalcor, its subsidiary companies and its
share of investments in joint arrangements. In addition, the financial statements of all variable interest entities for
which Nalcor has been determined the primary beneficiary are included in these consalidated financial statements.
intercompany transactions and balances have been eliminated upon consolidation.
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SIGNIFICANT ACCOUNTING POLICIES {cont'd.)

Basis of Consolidation {cont'd.)
Effective June 18, 1999, Hydro, Churchill Falls, and Hydro-Québec entered into a sharehclders’ agreement which
provided, among other matters, that certain of the strategic operating, financing and investing policies of Churchill

Falls be subject to approval jointly by representatives of Hydro and Hydro-Québec on the Board of Directors of
Churchill Falls.

Although Hydro retains its 65.8% ownership interest, the agreement changed the nature of the relationship between
Hydro and Hydro-Québec, with respect to Churchill Falls, from that of majority and minority shareholders,
respectively, to that of a joint operation. Accordingly, Hydro has applied the proportionate consolidation method of
accounting for its interest in Churchill Falls subsequent to the effective date of the shareholders’ agreement.

Churchil! Falls holds 33.3% of the equity share capital of Twin Falls. The investment is accounted for using the equity
method.

Substantially all of Oil and Gas’ activities are conducted jointly with others and accordingly these consolidated
financial statements reflect only Nalcor's proportionate interest in such activities.

Cash and Cash Equivalents

Cash and cash equivalents and short-term investments consist of Canada Treasury Bills, Bankers’ Acceptances (BAs)
drawn on Schedule 1 Canadian Chartered Banks and Term Deposits issued by Schedule 1 Canadian Chartered Banks.
Those with original maturities at date of purchase of three months or less are classified as cash equivalents whereas
those with original maturities beyond three months and less than twelve months are classified as short-term
investments. Cash and cash equivalents and short-term investments are measured at fair value.

Trade and Other Recelvables

Trade and other receivables are classified as ‘loans and receivables’ and are measured at amortized cost using the
effective interest method.

Inventory

Inventories are stated at the lower of cost and net realizable value. Cost is determined on a weighted average basis
and includes expenditures incurred in acquiring the inventories and bringing them to their existing condition and
location. Net realizable value represents the estimated selling price for inventories less all estimated costs of
completion and costs necessary to make the sale.

Property, Plant and Equipment

ltems of property, plant and equipment are recognized using the cost model and thus are recorded at cost less
accumulated depreciation and accumulated impairment losses. Cost includes materials, labour, contracted services,
professional fees and, for qualifying assets, borrowing costs capitalized in actordance with Nalcor's accounting
policy. Costs capitalized with the related asset include all those costs directly attributable to bringing the asset into
operation. When significant parts of property, plant and equipment are required to be replaced at intervals, Nalcor
recognizes such parts as individual assets with specific useful lives and depreciation, respectively. Likewise, when a
major inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognized in profit or
loss as incurred. Property, plant and equipment are not revalued for financia! reporting purposes. Depreciation of
these assets commences when the assets are ready for their intended use.
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SIGNIFICANT ACCOUNTING POLICIES {cont'd.}
Property, Plant and Equipment (cont’d.)

Hydro
Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Generation plant

Hydroelectric 45 to 100 years

Thermal 35 and 65 years

Diesel 25 to 65 years
Transmission

Lines 30 and 60 years

Terminal stations 40 to 55 years
Distribution system 30 to 55 years

Hydroelectric generation plant includes the powerhouse, turbines, governors and generators, as well as water
conveying and control structures, inchuding dams, dikes, tailrace, penstock and intake structures. Thermal generation
plant is comprised of the powerhouse, turbines and generatars, boilers, oil storage tanks, stacks, and auxiliary
systems. Diesel generation plant includes the buitdings, engines, generators, switchgear, fuel storage and transfer
systems, dikes and liners and cooling systems.

Transmission lines include the support structures, foundations and insulators associated with lines at voltages of 230,
138 and 69 kilovolt {kV). Switching stations assets are used to step up voltages of electricity and to step down
voltages for distribution. Distribution system assets include poles, transformers, insulators, and conductors.

Churchill Falls

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Hydroelectric generation plant 45 to 100 years
Thermal 30 to 65 years
Diesel 7 to 45 years

Hydro and Churchill Falls assets’ residual values, useful fives and method of depreciation are reviewed at each
financial year end and adjusted prospectively, if appropriate. The carrying value of property, plant and equipment is
reviewed for impairment whenever events indicate that the carrying amounts of those assets may not be
recoverable.

Oil and Gas
(i) Development and Production Costs

ftems of property, plant and equipment, which include petroleum and natural gas development and production
assets, are measured at cost less accumulated depreciation and depletion. Development and production assets
are grouped into cash-generating units for impairment testing.

Expenditures on the construction, installation or completion of infrastructure facilities such as processing
facilities and the drilling of development wells, including unsuccessful development or delineation wells, are
capitalized within property, plant and equipment, as long as it is technically feasible and economically viable to
extract identifled reserves.

The initial cost of an asset comprises its purchase price or construction cost, any costs directly attributable to
bringing the asset into operation, the initial estimate of the decommissioning costs and, for qualifying assets,
borrowing costs. The purchase price or constructed cost is the aggregate amount paid and the fair value of any
other consideration given to acquire the asset.
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2 SIGNIFICANT ACCOUNTING POLICIES {cont'd.)

2.6 Property, Plant and Equipment {cont’d.)

{ii)

{iii)

Capitalized petroleum and natural gas interests generally represent costs incurred in developing proved andfor
probable reserves and bringing in or enhancing production from such reserves, and are accumulated on a field
or geotechnical area basis.

Gains and losses on disposal of an item of property, plant and equipment, including petroleum and natural gas
interests, are determined by comparing the proceeds from disposal with the carrying amount of property, plant
and equipment.

Subsequent Costs

Costs incurred subsequent to the determination of technical feasibility and commercial viability are included in
the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is probable that
future economic benefits associated with the asset will flow to Nalcor and the cost can be measured reliably.
The carrying amount of a replaced asset is derecognized when replaced. Routine repairs and maintenance costs
are charged to earnings during the period in which they are incurred.

Depletion

The net carrying value of development and production assets is depleted using the unit of production method by
reference to the ratio of production in the year to the related proved and probable reserves, taking into account
estimated future development costs necessary to bring those reserves into production. Future development
costs are estimated taking into account the level of development required to produce the reserves. These
estimates are reviewed by independent reserve engineers at least annually.

Proved and probable reserves are estimated using independent reserve engineer reports and represent the
estimated quantities of crude oil, natural gas and natural gas liquids which geological, geophysical and
engineering data demonstrate, with a specified degree of certainty, to be recoverable in future years from
known reservoirs and which are considered commercially viable. It is equally likely that the actual remaining
quantities recovered will be greater or less than the sum of the estimated proved plus probable reserves. Such
reserves may be considered commercially producible if management has the intention of developing and
producing them and such intention is based upon:

* areasonable assessment of the future economics of such production;
* a3 reasonable expectation that there is a market for all or substantially all the expected petroleum and natural
gas production; and

¢ gvidence that the necessary production, transmission and transportation facilities are available or can be
made available.

Lower Churchill Project
Since the assets associated with the Lower Churchill Project are under construction, there is no depreciation
recognized until the assets are ready for use.

Other Assets

Other assets include telecontrol, computer software, buildings, vehicles, furniture, tools and equipment which are
carried at cost less accumulated depreciation. Depreciation is recognized in profit or loss on a straight-line basis over
estimated useful lives ranging from 3 to 50 years. Depreciation methods, useful lives and residual values are
reviewed at each reporting date.
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SIGNIFICANT ACCOUNTING POLICIES {cont'd.)

Exploration and Evaluation Assets

Pre-license exploration and evaluation costs are recognized in profit or loss as incurred. Costs of exploring for and
evaluating petroleum and natural gas properties are capitalized and the resulting intangible exploration and
evaluation assets are tested for impairment in accordance with (FRS 6 and 1AS 36.

Exploration and evaluation costs related to each license/prospect are initially capitalized with “exploration and
evaluation assets”. Such exploration and evaluation costs may include costs of license acquisition, technical services
and studies, seismic acquisition, exploration drilling and testing, directly attributable overhead and administrative
expenses and the projected costs of retiring the assets, if any, but exclude general prospecting or evaluation costs
incurred prior to having obtained the legal rights to explore an area which are expensed directly to profit or loss as
they are incurred.

Exploration and evaluation assets are not depleted and are carried forward until technical feasibility and commercial
viability of extracting an oil resource is considered to be determined. The technical feasibility and commercial
viability of extracting 2 mineral resource is considered to be determined when proved reserves are determined to
exist. A review of each exploration license or field is carried out, at least annually, to ascertain whether proved
reserves have been discovered.

Upon determination of proved reserves, exploration and evaluation assets attributable to those reserves are first
tested for impairment and then reclassified from exploration and evaluation assets to property, plant and
equipment.

Investment Property

investment property is property held for the purpose of generating rental income or capital appreciation, but not for
sale in the ordinary course of business, use in the production or supply of goods or services or for administrative
purposes,

Investment property is recognized using the cost modet and thus is recorded at cost less accumulated depreciation
and accumulated Impairment losses. Cost includes materials, labour, contracted services, professional fees and, for
qualifying assets, borrowing costs capitalized in accordance with Nalcor's accounting policy. Costs capitalized with
the related asset include all those costs directly attributable to bringing the asset into operation. When significant
parts of investment property are required to be replaced at intervals, Nalcor recognizes such parts as individual
assets with specific useful lives and depreciation, respectively. Likewise, when a major inspection is performed, its
cost is recognized in the carrying amount of the investment property as a replacement if the recognition criteria are
satisfied. All other repair and maintenance costs are recognized in the statement of income as incurred. Investment
property is not revalued for financial reporting purposes. Depreciation of these assets commences when the assets
are ready for their intended use.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Computer equipment, vehicles and office equipment 5 years

Buildings 18 years
Topsides module hall door 26 years
Visitor center 42 years

The assets’ residual values, useful lives and method of depreciation are reviewed at each financial year end and
adjusted prospectively, if appropriate. The carrying value of investment property is reviewed for impairment
whenever events indicate that the carrying amounts of those assets may not be recoverable.
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2.12

SIGNIFICANT ACCOUNTING POUCIES (cont'd.)

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalization. All other borrowing costs are recognized in profit or
loss in the period in which they are incurred.

Impairment of Non-Financial Assets

At the end of each reporting period, Nalcor reviews the carrying amounts of its non-financial assets to determine
whether there is any indication that those assets may be impaired. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not
possible to estimate the recoverable amount of an individual asset, Nalcor estimates the recoverable amount of the
cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be
identified, corporate assets are also aliocated to individual cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a reasonable and consistent allacation basis can be identified.

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash
flows have not been adjusted, If the recoverable amount of an asset {or cash-generating unit) is estimated to be less
than its carrying amount, the carrying amount of the asset {or cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognized immediately in profit or loss.

Investments in Joint Arrangements

A joint arrangement is an arrangement of which two or more parties have joint control. Control exists when Nalcor
has the power, directly or indirectly, to govern the financial and operating policies of an entity, so as to obtain
benefits from its activities. A joint arrangement is either a joint operation or a joint venture.

Effective June 18, 1999, Hydro, Churchill Falls and Hydro-Québec entered into a shareholders’ agreement which
provided, among other matters, that certain of the strategic operating, financing and investing policies of Churchitl
Falls be subject to approval jeintly by Hydro and Hydro-Québec representatives on the Board of Directors of Churchill
Falls. Aithough Hydro retains its 65.8% ownership interest, the agreement changed the nature of the relationship
between Hydro and Hydro-Québec, with respect to Churchill Falls, from that of majority and minority shareholders,
respectively, to that of joint operators. This investment is accounted for using the proportionate consolidation
method.

Hydro's joint operation, Churchill Falls, holds 33.33% of the equity share capital of Twin Falls and is a party with other
shareholders in a participation agreement which gives Churchill Falls jeint controt of Twin Falls. This investment is
accounted for using the equity method. Under the equity method, the interest in the joint venture is carried in the
statement of financial position at cost plus post acquisition changes in Churchill Falls’ share of net assets of the joint
venture. The statements of profit and comprehensive income reflect the share of the profit or loss of the joint
venture,

Employee Future Benefits

{i) Pension Plan
Employees participate in the Province’s Public Service Pension Plan, a multi-employer defined benefit plan.
Contributions by Nalcor to this plan are recognized as an expense when employees have rendered service
entitling them to the contributions.
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2.12 Employee Future Benefits (cont’d.}

213

2.14

2.15

(i) Other Benefits
Nalcor provides group life insurance and health care benefits on a cost-shared basis to retired employees, in
addition to a severance payment upon retirement.

The cost of providing these benefits is determined using the Projected Benefit Method, with actuarial valuations
being completed every three years and extrapolated at the end of each reporting period based on service and
management's best estimate of salary escalation, retirement ages of employees and expected health care costs.

Actuarial gains and losses on Nalcor's defined benefit obligation as at the end of the prior year are recognized in
other comprehensive income in the period in which they occur. Past service costs are recognized in operating
costs as incurred.

The retirement benefit obligation recognized in the statement of financial position represents the present value
of the defined benefit obligation.

Provisions

A provision is a liability of uncertain timing or amount. A provision is recognized if Nalcor has a present legal
obligation or constructive obligation as a result of past events, it is probable that an outflow of resources will be
required to settle the obligation and the amount can be reliably estimated. Provisions are not recognized for future
operating losses. The provision is measured at the present value of the best estimate of the expenditures expected
to be required to settle the obligation using a discount rate that reflects the current market assessments of the time
value of meney and the risks specific to the obligation. Provisions are re-measured at each statement of financial
position date using the current discount rate.

Decommissioning, Restoration and Environmental Liabiiities

Legal and constructive obligations assoclated with the retirement of property, plant and equipment are recorded as
liabilities when those obligations are incurred and are measured as the present value of the expected costs to settle
the liability, discounted at a rate specific to the liability. The liability is accreted up to the date the liability will be
incurred with a corresponding charge to net finance and income costs. The carrying amount of decommissioning,
restoration and environmental liabilities is reviewed annually with changes in the estimates of timing or amount of
cash flows added to or deducted from the cost of the related asset.

Revenue Recognition

Electricity Sales

Revenue from the sale of energy is recognized when Nalcor has transferred the significant risks and rewards of
ownership to the buyer; recovery of the consideration is probable; and the amount of revenue can be reliably
estimated. Sales within the Province are primarily at rates approved by the Newfoundland and Labrador Board of
Commissioners of Public Utilities (PUB), whereas export sales and sales to certain major industrial customers are
either at rates under the terms of the applicable contracts, or at market rates.

Management exercises judgment in estimating the value of electricity consumed by customers in the period, but
billed subsequent to the end of the reporting period. Specifically this involves an estimate of consumption for each
tustomer, based on the customer’s past consumption history.

Churchill Falls provides energy to three primary customers: Hydro-Québec, Hydro and Twin Falls.

A power contract with Hydro-Québec dated May 12, 1969 {the Power Contract) provides for the sale of a significant
amount of the energy from Churchill Falls until 2041. The Power Contract has a 40-year term to 2016 which then
renews for a further term of 25 years. The rate is predetermined in the Power Contract and decreases from the

existing rate of 2.5426 mills per kWh to 2.0 mills per kWh upon renewal in 2016.

-8-
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2.15 Revenue Recognition [cont’d.)

2.16

2.17

2.18

Churchill Falls also recognizes revenue from Hydro-Québec under a Guaranteed Winter Availability Contract (GWAC)
through 2041. The GWAC was signed with Hydro-Québec in 1998 and provides for the sale of 682 MW of guaranteed
seasonal availability to Hydro-Québec during the months of November through March in each of the remaining years
until the end of the Power Contract.

The value of differences between energy delivered and the Annual Energy Base {AEB), as defined in the Power
Contract, is tracked over a four year period and then either recovered from or refunded to Hydro-Québec over the
subsequent four year period, unless the balance is less than $1.0 million in which case it is recovered or refunded
immediately. These long-term receivables or long-term payables are subject to interest at 7% per annum (2013 - 7%},

Under the Power Contract, Churchill Falls has the right to recall 300 MW (Recall Power). All of the Recall Power is
sold by Churchill Falls to Hydro and it is used to service Labrador, with any unused portion used for export sales.
Churchill Fails also provides 225 MW to Twin Falls to service the mining industry in Labrador West.

Dit Sales

Revenue from the sale of crude oil is recognized when the amount of revenue can be reasonably measured, the
significant risks and rewards of ownership have passed, Naicor retains no continuing managerial involvement or
control and collection is reasonahly assured.

Revenue from properties in which Nalcor has an interest with other producers is recognized on the basis of Nalcor's
net working interest of petroleum and natural gas produced. Under this method, crude oil produced below or above
Nalcor's net working interest results in an under-lift or over-lift position. Under-lift or over-lift positions are
measured at market value and recorded as an asset or liability respectively.

Other Revenue
Revenue associated with the sale of geoscience data is recognized when the terms and conditions governing sales
have been met, the amount of revenue can be reliably estimated and recovery of consideration is probable.

Lease Revenue
Lease revenue is recognized when services have been rendered, recovery of the consideration is probable, and the
amount of revenue can be reliably estimated.

Net Finance Income and Expense

For all financial instruments measured at amortized cost and interest bearing financial assets classified as available
for sale, interest income or expense is recorded using the effective interest rate, which is the rate that exactly
discounts the estimated future cash payments or receipts through the expected life of the financial instrument or a
shorter period, where appropriate, to the net carrying amount of the financial asset or fability.

Foreign Currencies

Transactions in currencies other than Nalcor’s functional currency (foreign currencies) are recognized using the prior
month end close rate. At the end of each reporting period, monetary items denominated in foreign currencies are
transiated at the rates of exchange in effect at the period end date. Foreign exchange gains and losses are included in
income as finance income and costs.

Income Taxes
Nalcor is exempt from paying income taxes under Section 149(1) {d) of the Income Tax Act.
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SIGNIFICANT ACCOUNTING POLICIES {cont'd.)

Financial Instruments

Financial assets and financial liabilities are recognized in the statement of financial position when Nalcor becomes a
party to the contractual provisions of the instrument and are initially measured at fair value. Subsequent
measurement is based on classification. Financial assets are classified into the following specified categories:
financial assets “at fair value through profit or loss’ (FVTPL), ‘held-to-maturity’ investments, ‘avaitable-for-sale’ (AFS)
financial assets and ‘loans and receivables’. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition.

Classification of Financial Instruments

Nalcor has classified each of its financial instruments into the following categories: financial assets at FVTPL; loans
and receivables; held to maturity investments; AFS financial assets; and other financial liabilities.

Cash and cash equivalents Loans and receivables
Short-term investments AFS financial assets
Trade and other receivables Loans and receivables
Derivative assets Financial assets at FVTPL
Sinking funds — investments in same Hydro issue Held-to-maturity investments
Sinking funds - other investments AFS financial assets
Long-term receivable Loans and receivables
Trade and other payables Other financial liabilities
Derivative liabilities Other financial liabilities
Short-term borrowings Other financizl liabilities
Long-term debt Other financial liabilities
Long-term payable Other financial liabilities

{i) Effective Interest Method

The effective interest method is a method of calculating the amortized cost of a debt instrument and aliocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts {including all fees on points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period to the net carrying amount on initial recognition.

Income is recognized on an effective interest basis for debt instruments other than those financial assets
classified as at FVTPL.

Fipancial Assets
{ii) Financial Assets at FVTPL

Financial assets are classified at FVTPL when the financial asset is either held for trading or it is designated as at
FVTPL.

A financial asset is classified as held for trading if:
« it has been acquired principally for the purpose of selling it in the near term; or
= on initial recognition it is part of a portfolio of identified financial instruments that Nalcor manages together

and has a recent actual pattern of short-term profit-taking; or
= it is a derivative that is not designated and effective as a hedging instrument.

-10-
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2.19 Financial Instruments {cont’d)
A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial recognition
if:

such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or

+ the financial asset forms part of a group of financial assets or financial liabilities or both, which is managed and
its performance is evaluated on a fair value basis, in accordance with Nalcor's documented risk management
or investment strategy, and information about the grouping is provided internally on that basis; or

+ it forms part of a contract containing one or more embedded derivatives, and JAS 39 Financial Instruments:
Recognition and Measurement permits the entire combined contract {(asset or liability) to be designated as at
FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognized in other income and expense. The net gain or loss incorporates any dividends or interest earned.

(i) Held-to-Maturity Investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity dates that Nalcor has the
positive intent and ability to hold to maturity are classified as held-to-maturity investments. Held-to-maturity
investments are measured at amortized cost using the effective interest method less any impairment, with
revenue recognized on an effective yield basis.

{iv) AFS Financial Assets

AFS financial assets are non-derivative financial assets that are designated as available-for-sale or are not
classified in any of the previous categories. Gains and losses arising from changes in fair value are recognized in
other comprehensive income and accumulated in the fair value reserve with the exception of impairment losses,
interest calculated using the effective interest method, and foreign exchange gains and losses on monetary
assets, which are recognized in profit or loss. Where the investment is disposed of or is determined to be
impaired, the cumulative gain or loss previously accumulated in the fair value reserve is reclassified to profit or
loss.

(v} Loans and Receivables
Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in
an active market are classified as ‘loans and receivables’. Loans and receivables are measured at amortized cost
using the effective interest method, less any impairment. Interest income is recognized by applying the effective
interest rate, except for short-term receivables when the recognition of interest would be immaterial.

Financial Liabilities an ulty Instrument

(vi) Classification as Debt or Equity

Debt and equity instruments are classified as either financial liabilities or equity in accordance with the
substance of the contractual arrangement.
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2,

2.19

2.20

2.21

SIGNIFICANT ACCOUNTING POLICIES {cont'd.}

Financial instruments (cont’d)
{vii) Financial Liabilities

All financial fiabilities are classified as ‘other financial liabilities’. Other financial liabilities, including borrowings,
are initially measured at fair value, net of transaction costs. Other financial liabilities are subsequently measured
at amortized cost using the effective interest method, with interest expense recognized on an effective yield
basis.

Derecognition of Financial Instruments

Nalcor derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another
entity. If Nalcor neither transfers nor retains substantially all the risks and rewards of ownership and continues to
control the transferred asset, its retained interest in the asset and any associated liability for amounts it may have to
pay is recognized. If Nalcor retains substantially all the risks and rewards of ownership of a transferred financiat
asset, it continues to recognize the financial asset and also recognizes the collateralized borrowing for the proceeds
received. Naicor derecognizes financial liabilities when, and only when, its obligations are discharged, cancelled or
they expire.

Impairment of Financial Assets

Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial assets are
impaired where there is objective evidence that, as a result of one or more events that occurred after the initfal
recognition of the financial asset, the estimated future cash flows of the investment have been affected.

Evidence of impairment could include:
= significant financial difficulty of the issuer or counterparty; or
+ default or delinquency in interest or principal payments; or
s it becoming probable that the borrower will enter bankruptcy or financial re-organization.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include Nalcor’s past experience of collecting payments, an increase in the number of
delayed payments in the portfolio past the average credit period, as well as observable changes in national or local
economic conditions that correfate with defaults on receivables.

For financial assets carried at amortized cost, the amount of the impairment is the difference between the asset’s
carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s original
effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account.
When a trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the allowance account. Changes in the carrying
amount of the allowance account are recognized in profit or loss.

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognized in other
comprehensive income are reclassified to profit or loss in the period.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognized, the previously recognized impairment foss is reversed
through profit or loss to the extent that the carrying amount of the investment at the date the impairment is
reversed does not exceed what the amortized cost would have been had the impairment not been recognized.

-12-
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31

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements in conformity with IFRS requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, revenues and expenses. Actual results may differ from these estimates, including changes as a result of
future decisions made by the PUB. The estimates and underlying assumptions are reviewed on an on-going basis.
Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision affects
only that period or in future periods if the revision affects both current and future periods.

Use of Estimates

]

(H)

(i)

(iv)

v)

Property, Plant and Equipment

Amounts recorded for depreciation are based on the useful lives of Nalcor's assets. The useful lives of property,
plant and equipment are determined by independent specialists and reviewed annually by Nalcor. These useful
lives are management’s best estimate of the service lives of these assets. Changes to these lives could materially
affect the amount of depreciation recorded.

Ol and Natural Gas Reserves

Oil and gas reserves are evaluated by independent reserve engineers. Reserve estimates are used in calculating
depletion, impairment and decommissioning liabilities. £stimates of recoverable reserves are based upon
variable factors and assumptions regarding historical production, production rates, ultimate reserve recovery,
marketability of petroleum and natural gas, and timing and amount of future cash expenditures. Changes to
these amounts could materially affect these calculations.

Decommissioning Liabilities

Naicor recognizes a liability for the fair value of the future expenditures required to settle obligations associated
with the retirement of property, plant and equipment. Decommissioning liabilities are recorded as a liability at
fair value, with a corresponding increase to property, plant and equipment. Accretion of decommissioning
liabilities Is included in profit or loss through finance costs, Differences between the recorded decommissioning
liabitities and the actual decommissioning costs incurred are recorded as a gain or loss in the settlement period,

| efit

Nalcor provides group life insurance and health care benefits on a cost-shared basis to retired employees, in
addition to a severance payment upon retirement. The expected cost of providing these other empioyee
benefits is accounted for on an accrual basis, and has been actuarially determined using the projected benefit
method prorated on service, and management’s best estimate of salary escalation, retirement ages of
employees, and expected health care costs.

Revenue
In the absence of a signed agreement with Hydro-Québec relating to the Annual Energy Base (AEB), Churchill

Falls continues to apply the terms of the previous agreement which expired August 31, 2012. Management
continues to work to negotiate terms of a new agreement.

-13-
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3. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (cont'd.)}

3.2 Use of Judgments

(i) Property, Plant and Equipment

Nalcor’s accounting policy relating to property, plant and equipment is described in Note 2.6. In applying this
policy, judgment is used in determining whether certain costs are additions to the carrying amount of the
property, plant and equipment as opposed to repairs and maintenance. If an asset has been developed,
judgment is required te identify the point at which the asset is capable of being used as intended and to identify
the directly attributable borrowing costs to be included in the carrying value of the development asset.
Judgment is also used in determining the appropriate componentization structure for Nalcor’s property, plant
and equipment.

N = e

4. PROPERTY, PLANT AND EQUIPMENT

Petroleum
Transmission and Natural o
Generation and Gas Construction
{milions of Canadion dotlars} Plant Distribution  Properties Other in Progress Total n
il
Cost
Balance at January 1, 2013 1,425.5 610.2 405.6 1759 659.6 3,276.8 H*
Additions - - 190.6 - 8493 1,039.9 =
Disposals (7.0) {1.6) - (1.5) . (10.1)
Transfers 680.5 54.2 - 25.4 (140.1) -
Other adjustments {1.8) {0.5) - 0.1 - {2.2)
Balance at December 31, 2013 1,477.2 662.3 596.2 199.9 1,368.8 43044
Additions - 0.1 177.9 0.5 1,166.1 1,344 D
Disposals (1.7) (0.9) . (0.9) - (3.0) i
Transfers 0.7 (0.1) - 1.0 {1.6} -
Balance at September 30, 2014 1,476.2 661.4 774.1 201.0 2,533.3 5,646.0 L&
Depreciation and depletion
Balance at January 1, 2013 3011 81.0 495 428 - 474.4
Depreciation and depletion 338 183 251 12.7 - 89.9 l
Disposals {1.9) {0.4) - {0.6) - (2.9}
Other adjustments 0.2 0.1 - 0.1 - 0.4
Balance at December 31, 2013 333.2 99.0 74.6 55.0 - 561.8 '
Depreciation and depletion 26.8 15.4 18.6 93 - 70.1
Disposals (1.1) (0.2) - (0.4) - {1.7} -
Other adjustments (1.0) 0.6 . - - {0.4)
Balance at September 30, 2014 357.9 114.8 93.2 63.9 - 629.8
Carrying value
Balance at January 1, 2013 1,124.4 529.2 356.1 133.1 659.6 2,802.4
Balance at December 31, 2013 1,144.0 563.3 521.6 144.9 1,36B8 13,7426
Balance at September 30, 2014 1,118.3 546.6 630.9 137.1 2,533.3 5,016.2 .

3
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5.

51

{a)

(a)

REGULATORY ASSETS AND LIABILITIES

CIMFP Exhibit P-04054 Page 70
Remaining
Recovery
January 1 Regulatory December 31 Regulatory September30  Settlement

_ 2013 activity 2013 activity 2014 Period (years)
Regulatory assets
Foreign exchange losses 62.6 {2.1) 60.5 (1.6} 58.9 27.25
Foreign exchange on fuel 0.1 {0.1) . 0.6 0.6 n/a
Deferred lease costs - - 3.0 3.0 n/a
Deferred energy conservation costs 2.4 1.5 3.9 i wmil3 5.2 nfa
65.1 {0.7) 64.4 33 67.7
Regulatory liabilities
Rate stabilization plan (RSP) (201.7) {52.1) (253.8) 21.7 (232.1} nfa
Insurance proceeds (4.3) (4.3} 0.4 (3.9} nfa
Deferred power purchase savings {0.5) - {0.5) - (0.5) 12.75
{202.2) (56.4) (258.5) 22.1 {236.5)
Regulatory Adjustments Recorded in the Consolidated Statement of Income
Three months ended Nine months ended
For the period ended September 30 {milliops of Conodian dollars) 2014 2013 2014 2013
RSP recovery 8.7 41 26.5 50.5
Rural rate adjustment 2.1 1.4 7.7 6.1
RSP fuel deferral {36.8) (15.8} {69.6)} {29.9)
RSP interest 4.4 44 13.7 12.5
Amortization of deferred foreign exchange losses 0.5 0.5 1.6 16
Deferred foreign exchange {losses} gains on fuel (0.4) - (0.6} -
Deferred energy conservation (0.7) {0.4} (1.3} {1.0)
Insurance proceeds {net of amortization) {0.1) 28 {0.9) 38
Deferred lease costs (a) {0.8) - (3.0) -
{23.1) (3.0} IZS.AI 43.6

Pursuant to Order No. P.U. 38 (2013), the PUB approved the deferral of the lease costs associated with the diesel
units at the Holyrood Thermal Generating Station. in the absence of rate regulation, IFRS would require that Hydro
expense the lease costs in the year incurred. For the nine months ended September 30, 2014, $3.0 million

of operating costs were deferred.

OTHER LONG-TERM ASSETS
September 30 December 31 lanuary 1
{mitlions of Conadian doliors) 2014 2013 2013
Long-term receivables {a) 1114 16.7 0.8
Long-term prepaid expenses 8.6 9.6 .
Reserve fund 49.7 50.5 50.9
Sinking funds 259.9 237.9 302.8
429.6 314.7 354.5

As at September 30, 2014, long-term receivables include $102.4 million {2013 - $15.0 million] related to a
tong-term advance to a supplier in relation to construction of the Muskrat Falls hydroelectric plant.
The advance is secured by a $102.4 million letter of credit from a Schedule 1 Canadian Bank.
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7.

81

LONG-TERM INVESTMENTS
As at September 30, 2014, long-term investments consist of structured deposit notes of $1,217.0 million (2013 -

$1,807.3 million) related to Muskrat Fails, $267.1 million (2013 - $396.7 million) related to Transco and $1,877.0
million (2013 - $ 2,273.4 million) related to the LIL Partnership. These notes were acquired on December 20, 2013.

September 30 December 31

{miitions of Canadian dollars) 2014 2013
Long-term investments at beginning of peried 4,477.4 -
Contributions - 4,749.6
Redemptions (1,164.7) (274.5)
Earnings 48.4 2.3
Long-term investments at end of period 3,361.1 4,477.4
DEBT

Short-term Borrowings

During April 2014, Nalcor converted a $250.0 million {2013 - $250.0 million) unsecured demand operating credit
facility with its banker to a $250.0 million committed revolving term credit facility, with a maturity date of January
31, 2016. There were no amounts drawn on this facility at the nine month period ended September 30, 2014.
Borrowings in CAD may take the form of Prime Rate Advances, BAs and Letters of Credit. Borrowings in USD may take
the form of Base Rate Advances, LIBOR Advances and Letters of Credit. The facility also provides coverage for
overdrafts on Nalcor's bank accounts, with interest calculated at the Prime Rate.

On September 18, 2014, Nalcor issued a $1.2 million USD letter of credit to New York independent System Operator
Inc., relating to coliateral required for NEM to participate in the New York energy markets.

Hydro maintains a $50.0 million CAD or USD equivalent unsecured demand operating credit facility with its banker
and at the nine month period ended September 30, 2014 there were no amounts drawn on this facility (2013 - $Nil).
Advances may take the form of a Prime Rate Advance or the issuance of a BA with interest calculated at the Prime
Rate or prevailing Government BA fee. The facility also provides coverage for overdrafts on Hydro's bank accounts,
with interest calculated at the Prime Rate.

Churchill Falls maintains a $10.0 million CAD or USD equivalent unsecured demand operating credit facility with its
banker and at the nine month period ended September 30, 2014 there were no amounts drawn on this facility (2013
- SNil). Advances may take the form of a Prime Rate Advance or the issuance of a BA with interest calculated at the
Prime Rate or prevailing Government BA fee. Churchill Falls has issued three irrevocable letters of credit, totaling
$2.0 million, to ensure satisfactory management of its waste management and compliance with a certificate of
approval for the transportation of special hazardous wastes granted by the Department of Environment and
Conservation.

0il and Gas maintains a $5.0 million unsecured credit facility. There were no amounts drawn on this facility at the
nine month period ended September 30, 2014 (2013 - $Nil).

There were no outstanding promissory notes in Hydro at the nine month period ended September 30, 2014
{December 31, 2013 - $41.0 million).

-16-

B Wl U

o

b



o

Il ooy e o

B

-

13

3

n om o

g TE e S

st

CIMFP Exhibit P-04054 Page 72
NALCOR ENERGY
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS tUngudited)
8. DEBT (cont'd.)
8.2 Long-term Debt
Face Coupon Yearof Yearof
Value  Rate % Issue Maturity
September 30 December 31 January 1
{miltions of Canadion dollars) 2014 2013 2013
Hydro
v* 0.4 10.50 1989 2014 0.4 125.0 124.8
x* 150.0 10.25 1992 2017 149.6 149.5 149.4
y* 300.0 8.40 1996 2026 294.3 294.0 2938
AB* 300.0 6.65 2001 2031 306.0 306.1 306.3
AD* 125.0 5.70 2003 2033 123.7 1237 1237
AE 225.0 4.30 2006 2016 224.5 2244 224.2
AF 200.0 3.60 2014 2045 197.1 -
LiL LP
Tranche A 725.0 31.76 2013 2033 725.3 725.3
Tranche B 600.0 3.86 2013 2045 600.1 600.1
Tranche C 1,075.0 3.85 2013 2053 1,075.2 1,075.2 -
Lab Transco/Muskrat Falls
Tranche A 650.0 3.63 2013 2029 650.3 650.3 -
Tranche B 675.0 3.83 2013 2037 675.1 §75.1
Tranche C 1,275.0 3.86 2013 2048 1,275.2 1,275.3 -
Total debentures 6,300.4 6,296.8 6,224.0 1,222.2
Less: Sinking fund investments in own debentures 45.5 93.9 88.1
6,251.3 6,130.1 1,134.1
Less: payments due within one year 8.5 82.2 8.2
Total debentures 6,242.8 6,047.9 1,125.9

***Sinking funds have also been established for these issues.

Hydro's promissory notes and debentures are unsecured and unconditionally guaranteed as to principal and interest
and, where applicable, sinking fund payments, by the Province. The Province charges Hydro a guarantee fee of 25
basis points annually on the total debt (net of sinking funds) with a remaining term to maturity less than 10 years and
50 bhasis points annually on total debt {net of sinking funds) with a remaining term to maturity greater than 10 years.
The fee for the nine months ending September 30, 2014 was $2.8 million {2013 - $2.8 million).

On September 15, 2014, Hydro raised new long-term debt through the sale of $200 miliion of Series AF debentures
to its underwriting syndicate. The debentures mature on December 31, 2045 with a coupon of 3.6% paid semi-

annually.

On November 29, 2013, the Project Trust entered into the IT Project Finance Agreement (IT PFA) with the Labrador-
Island Link Funding Trust (LIL Funding Trust). Under the terms and conditions of the T PFA, the LIL Funding Trust
agreed to provide a non-revolving credit facility in the amount of $2.4 biliion available in three tranches [Tranches A,
B and C) to the LIL LP. The purpose of the LIL Funding Trust is to issue long-term debentures to the public, which debt
is guaranteed by the Government of Canada and to on-lend the proceeds to the Project Trust. The proceeds of the
facility are to be used exclusively for the construction of the LIL.

On December 13, 2013, all three tranches of the construction facility were drawn down by way of a single advance to
the Project Trust of $2.4 billion. Under the terms of the IT PFA, the 2.4 billion advance is held in an account

administered by a collateral agent with a portion of the funds invested in structured deposits notes. The LIL LP draws
funds from this account on a monthly basis in accordance with procedures set out in the IT PFA.
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8.2,

DEBT (cont’d.)
Long-term Debt (cont’d.)

The role of the collateral agent is to act on behalf of the lending parties, including the LIL Funding Trust and the
Government of Canada. The collateral agent oversees the lending and security arrangements, the various project
accounts and the compliance with covenants.

As security for these debt obligations, the LIL LP has granted to the coltateral agent first ranking liens on all present
and future assets. On the date of the release of the final funding request from the collateral agent, sinking funds are
required to be set up for each of the three tranches to be held in a sinking fund account administered by the
collateral agent.

On November 29, 2013, Muskrat Falls entered into the Project Finance Agreement (PFA) with the MF/LTA Funding
Trust and Transco. Under the terms and conditions of the PFA, the MF/LTA Funding Trust agreed to provide a non-
revolving credit facility in the amount of $2.6 billion available in three tranches (Tranches A, 8 and C). The purpose of
the MF/LTA Funding Trust is to issue long-term debentures to the public, which debt is guaranteed by the
Government of Canada and to on-lend the proceeds to Muskrat Falls and Transco. Muskrat Falls and Transcoe are
both jointly and severally liable for the full amount of the credit facility.

On December 13, 2013, all three tranches of the construction facility were drawn down by way of a single advance of
$2.6 billion. Under the terms of the PFA, the $2.6 billion advance is held in an account administered by the collateral
agent with a portion of the funds invested in structured deposits notes. Muskrat Falls and Transco draw funds from
this account on a monthly basis in accordance with procedures set out in the PFA, Muskrat Falls’ portion of the
drawings under the facility totals $2.1 billion and is to be used exclusively for the construction of the Muskrat Falls
hydro-electric facility.

As security for these debt obligations, Muskrat Falls and Transco have granted to the collateral agent first ranking
liens on al! present and future assets. On the date of the release of the final funding requests from the collateral
agent, sinking funds are required to be set up for each of the three tranches to be held in an account administered by

the collateral agent.

Required repayments of long-term debt over the next five years will be as follows:

{millions of Canodian dollars) 2015 2016 2017 2018 2019
Long-term debt repayment - 225.0 150.0 - -

CLASS B LIMITED PARTNERSHIP UNITS

The Ciass 8 limited partnership units issued represent Emera’s interest in the LIL LP. The Class B limited partnership
units have certain rights and obligations, including mandatory distributions, that result in the classification of these
units as financlal liabilities. The partnership units are measured at amortized cost using the effective interest
method. The return on the units is classified as a finance expense and capitalized as non-cash additions to property,
plant and eguipment.

-18-



- o

am am 0

|

P

= szt

S |

P
e

-
.

CIMFP Exhibit P-04054

NALCOR ENERGY
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (Unaudited)

Page 74

10.

CLASS B LIMITED PARTNERSHIP UNITS {cont'd.)

In 2013, the Class B limited partnership units were issued to Emera NL which contributed cash of $67.7 million to the
Class B partnership account. The components of the change in balances in the Class B limited partnership units are as

follows:
September 30 December 31
{millions of Canadion doilars) Units 2014 Units 2013
Class B limited partnership units at beginning of period 25 73.0 - -
Units issued - - 25 67.7
Accrued interest - 4.7 - 53
Class B limited partnership units at end of period 5 77.7 25 730
DEFERRED CREDITS

Deferred credits consist of funding from the Province, deferred revenue from Emera, deferred lease revenue and oil

production.

Hydro Oil and Gas

Wind Program Deferred
{mitiions of Conadian dolters] Credits Funding __ Energy Sales Other Total
Balance at January 1, 2013 19 4.8 28.0 0.5 35.2
Additions . 15 67.1 14 70.0
Amortization {1.2) (2.1) {0.5) (3.8)
Balance at December 31, 2013 0.7 4.2 95.1 1.4 101.4
Additions - 0.5 120.4 03 121.2
Amortization - {0.9) - - ) ((y.l_)-

0.7 3.8 215.5 1.7 217

Less: current portion {0.7) (}.s) L - {1.5) {3.7)
Deferred credits, end of period - 23 2155 0.2 218.0

Hydro has received funding from the Province for wind feasibility studies in Labrador. Oil and Gas has received

funding from the Province for oil and gas exploration initiatives. Funding related to studies and programs are

amortized to income directly against the related expenditures as the costs are incurred.

in July 2012, Nalcor entered into agreements with Emera related to Phase 1 of the Lower Churchill Project. Under
these agreements, Emera is constructing the Maritime Link in exchange for the provision of power and energy by
Nalcor for a 35 year period. Nalcor has recorded deferred revenue of $215.5 million (2013 - $95.1 million) which

equals the construction costs to date incurred by Emera. Nalcor has determined that it controls the Maritime Link
asset for financial reporting purposes, and as such, has recorded the costs as a component of property, plant and

eguipment under construction.

-19-



CIMFP Exhibit P-04054 Page 75 .

NALCOR ENERGY |
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS {Unaudited) o
11. DEFERRED CONTRIBUTIONS l
Nalcor has received contributions in aid of construction of property, plant and equipment. These contributions are -
deferred and amortized to other revenue over the life of the related item of property, plant and equipment. |
e
September 30 December 31
{miliions of Canadian dollors) 2014 2013 H
Deferred contributions, beginning of period 113 10.1 |
Additions 09 1.9
Amortization (0.5) (0.7)
11.7 113
Less: current portion (0.6) (1.8)
Deferred contributions, end of period 11.1 95

12. DECOMMISSIONING LIABILITIES

]
Nalcor has recognized liabilities associated with the retirement of portions of the Holyrood Thermal Generating
Station, disposal of Polychlorinated Biphenyls {PCB) and decommissioning liabilities resulting from its net ownership
interests in petroleum and natural gas properties and related well sites. "
The reconciliation of the beginning and ending carrying amounts of decommissioning liabilities for September 30, 2014
and December 31, 2013 are as follows:
September 30 December 31
{miltions of Canadion dollars) - _— - — 2014 2013
Decommissioning liabilities, beginning of period 33.9 33.0 m
Liabilities incurred 0.2 -
Accreticn - 1.0 0.9
Decommissioning liabilities, end of period 351 339
Less: current portion _ e o 0.9 0.9
Decommissioning liabilities, end of period 34.2 33.0
13,  EMPLOYEE FUTURE BENEFITS m
13.1 Pension Plan
Employees participate in the Pravince’s Public Service Pension Plan, a multi-employer defined benefit plan. The =

employer’s contributions of $6.5 million (2013 - $5.0 million) are expensed as incurred.

13.2 Other Benefits
Nalcor provides group life insurance and health care benefits on a cost shared basis to retired employees, and in "
certain cases, their surviving spouses, in addition to a severance payment upon retirement. In 2014, cash payments
to beneficiaries for its unfunded other employee future benefits were $2.3 million (2013 - $2.5 million). An actuarial
valuation was performed as at December 31, 2012, with an extrapolation to December 31, 2013. The next actuarial
valuation will be performed at December 31, 2015.
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13.

14,

15.

16.

16.1

EMPLOYEE FUTURE BENEFITS {cont'd.)

Three months ended Nine months ended
For the period ended September 30 {millions of Canadian dollars) 2014 2013 2014 2013
Component of benefit
Current service cost 1.2 13 3.6 3.9
Interest cost R 1.5 1.2 4.6 3.7
Benefit expense 2.7 S 8.2 7.6
OPERATING COSTS
Three months ended Nine months ended
For the period ended September 30 (millfons of Canbdian dollars) 2014 2013 2014 2013
Salaries and benefits enpense 319 30.2 93.7 £88.2
Transmission rental 5.3 5.1 15.0 15.5
Maintenance and materials 10.9 7.1 25.3 214
Oil and gas production costs 2.7 21 8.6 6.2
Professional services 74 a9 18.1 10.9
Other cperating costs 5.9 5.9 20.8 17.6
64.1 54.3 181.5 159.8
NET FINANCE INCOME AND EXPENSE
Three months ended Nine months ended
For the period ended September 30 (millions of Canadion dollars) 2014 2013 2014 2013
Finance income
Interest on sinking fund 35 5.3 13.6 15.4
Interest on reserve fund 0.4 0.4 11 11
Other interest income 19.1 - 54.2 0.9
23.0 57 689 174
Finance expense
Long-term debt 60.1 226 210.8 67.8
Class B Limited Partnership Units 1.6 - 4.7 .
Debt guarantee fee 1.0 0.9 28 2.8
Accretion 1.3 14 4.1 4.1
_Other 0.7 03 1.8 1.0
' - - 64.7 252 2242 75.7
Interest capitalized during construction - {24.9) (1.2) {96.9) (3.4)
39.8 24.0 127.3 723
Net finance expense 16.8 18.3 584 _ 54.9

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Fair Value

The estimated fair values of financial instruments as at September 30, 2014 and December 31, 2013 are based on
relevant market prices and information available at the time. Fair value estimates are based on valuation techniques
which are significantly affected by the assumptions used including the amount and timing of future cash flows and
discount rates reftecting various degrees of risk. As such, the fair value estimates below are not necessarily indicative of
the amounts that Nalcor might receive or incur in actual market transactions.
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16.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont'd.)

As a significant number of Nalcor's assets and liabilities do not meet the definition of a financial instrument, the fair
value estimates below do not reflect the fair value of Nalcor as a whole.

Establishing Fair Value
financial instruments recorded at fair value are classified using a fair value hierarchy that reflects the nature of the
inputs used in making the measurements. The fair value hierarchy has the following levels:

Level 1 - valuation based oh quoted prices {unadjusted) in active markets for identical assets or liabilities.

lLevel 2 - valuation techniques based on inputs other than guoted prices included in Level 1 that are observable for
the asset or liability, either directly {i.e., as prices) or indirectly {i.e., derived from prices).

Level 3 - valuation techniques using inputs for the asset or liability that are not based on observable market data
{unobservable inputs).

The fair value hierarchy requires the use of observable market inputs whenever such inputs exist. A financial
instrument is classified to the lowest level of the hierarchy for which a significant input has been considered in
measuring fair value.

The fair value of cash and cash equivalents, restricted cash, short-term investments, trade and other receivables,
trade and other payables, and short-term borrowings approximates their carrying values due to their short-term
maturity.

Market Risk
In January 2014, Bull Arm Fabrication entered into a total of 11 forward contracts with a notional value of USD $11.7

million to mitigate USD/CAD currency exposure on a portion of its USD denominated lease revenues. These contracts
provide Bull Arm Fabrication with an average fixed price of $1.09 CAD per USD. Combined with the hedges in place as

of December 31, 2013, 94.0% of the expected USD lease revenue for 2014 is hedged, at a weighted average price of
$1.07 CAD per USD.
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16.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT {cont'd.)

Carrying Fair  Carrying Fair  Carrying Fair
Level Value Value Value Value Vvalue Value
{millions of Canadian doflars) September 30,2014 December 31, 2013 January 1, 2013
Financial assets
Cash and cash equivalents 1 68.2 68.2 93.7 93.7 119 119
Restricted cash 1 1,025.5 1,025.5 525.5 525.5 - -
Short-term investments 1 1.0 1.0 1.0 1.0 11.0 11.0
Trade and other receivables 1 88.1 88.1 149.8 145.8 124.7 124.7
Derivative assets 2 1.0 1.0 0.2 0.2 0.1 0.1
Sinking funds - investments in same
Hydroissue 2 45.5 58.3 93.9 105.1 88.1 107.3
Sinking funds - other investments 2 259.9 259.9 303.3 303.3 302.8 3028
Long-term investments 2 3,361.1 3,362.2 44774 4,476.2 - -
Reserve fund 2 49.7 49.7 50.5 50.5 50.9 50.9
Long-term receivables 2 1114 1114 16.7 16.8 0.8 0.8
Financial liabilities
Short-term borrowings 1 - - 41.0 410 125.0 125.0
Trade and other payables 1 703.1 703.1 408.3 408.3 198.0 198.0
Derivative liabilities 2 0.9 0.9 15 15 - -

Long-term debt including amount
due within one year {before sinking 2 6,296.8 7,257.7 6,224.0 6,626.6 1,222.2 1,668.6

funds)
Class B limited partnership units 3 77.7 77.7 730 73.0 - -
Long-term payables 2 78.0 82.0 78.3 83.2 824 82.6

17.  RELATED PARTY TRANSACTIONS

Nalcor enters into various transactions with its parent and other affiliates. These transactions occur within the
normal course of operations and are measured at the exchange amount, which is the amount of consideration
agreed to by the related parties. Related parties with which Nalcor transacts are as follows:

Related Party Relationship

The Province 100.0% shareholder of Naicor £nergy

Churchill Falls Jointly controlled subsidiary of Hydro

Twin Falls Joint venture of Churchill Falls

The Churchill Falis {(Labrador) Corporation Trust  Created by the Province with Churchill Falls as the beneficiary
LILLP Partnership in which Nalcor holds 75 Class A Partnership Units
PUB Agency of the Province

Routine operating transactions with related parties are settled at prevailing market prices under normal trade terms.

18. COMMITMENTS AND CONTINGENCIES

Nalcor and its subsidiaries have received claims instituted by various companies and individuals with respect to
outages and other miscellaneous matters. Although such matters cannot be predicted with certainty, management
believes Nalcor's exposure to such claims and litigation, to the extent not covered by insurance or otherwise
provided for, is not expected to materially affect its financial position.
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18.

19.

COMMITMENTS AND CONTINGENCIES (cont'd.)

On July 24, 2014, Churchil} Falls received the judgment from the Québec Superior Court on the motion it filed in
February 2010 regarding the disparities of the 1969 Power Contract between Churchill Falls and Hydro-Québec. The
ruling requires Churchill Falis to pay the court costs of $1.4 million to Hydro-Québec. On August 26, 2014, Churchill
Falls filed an Inscription in Appeal with the Quebec Court of Appeal regarding the judgment of the Quebec Superior

Court.

Outstanding commitments for capital projects total approximately $3,374.7 million as at September 30, 2014 (2013 -

$2,424.6 million). In addition, Qil and Gas has committed to fund its share of all exploration and development

projects.

SUPPLEMENTARY CASH FLOW INFORMATION

Three months ended Nine months ended
For the period ended September 30 {millions of Canadian doflors) 2014 2013 2014 2013
Trade and other receivables 29.0 6.7 61.7 47.2
Prepaid expenses (5.3} (1.2) (3.8) (2.6)
Inventories (10.4) 1.5 (27.8) {28.0)
Trade and other payables 201.5 114.5 294.8 153.0
Changes in non-tash working capital balances 214.8 1215 3249 169.6
Interest received 18.4 0.7 75.7 20
Interest paid 344 344 168.1 80.2

-24-
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20. SEGMENT INFORMATION

Nalcor operates in seven business segments. Hydro Regulated encompasses sales of electricity to customers within the Province. Churchill Falls operates a
hydroelectric generating facility which sells electricity to Hydro-Québec, Hydro and industrial customers in Labrador. Ol and Gas activities include exploration,
development, production, transportation and processing sectors of the oil and gas industry. Energy Marketing includes the sale of etectricity to markets outside
the province and other non-regulated electricity sales. Corporate and other activities encompass development activities including Phase 2 of the Lower Churchill
Project and corporate activities. Phase 1 of the Lower Churchill Project includes investments in the Muskrat Falls hydroelectric plant, the Labrador-Island Link and
the Labrador Transmission Assets. Bull Arm Fabrication consists of an industrial fabrication site which is leased for major construction of development projects.
The segments’ accounting policies are the same as those described in Note 2 of these consalidated financial statements. The designation of segments has been
based on a combination of regulatory status and management accountability.

Phase 1
Corporate Lower
Hydro Churchitl Oll and Energy  and Other Churchill Bull Inter-
{millions of Canadion doflars) Regulated Falls Gas  Marketing Activities Project Arm Segment Total
. . For the nine months ended Saptember 30, 2014
Revenue
Energy sales 400.8 48.2 55.7 64.1 0.1 - - {3.0) 565.9
Other revenue 1.6 0.7 6.4 - 01 - 13.2 20 24.0
402.4 48.9 62.1 64.1 0.2 . 13.2 (1.0) 589.9
Expenses
Fuals {203.6} - - - - . - - {203.6)
Power purchased {49.3} - - (6.1} - - - 3.0 {52.4)
Operating costs (102.3) (30.7} (16.7) {20.6} (10.3) (0.2) 0.7) e {181.5)
Depreciation and depletion {41.0} {10.1} {12.6) - (0.4) - - - {70.1}
Net finance income and expense {58.0) 1.0 - {0.1) {1.0) - {0.3) - {58.4)
Other income and expense (0.8} {1.8} 1.4 (2.7} 0.1 - - - (3.8)
Share in profit of joint venture - 0.3 - - - B - - 0.3
Preferred dividends - 2.0 - - - - - (2.0} -
{Loss) profit before regulatory adjustments {52.6) 9.6 28.2 34.6 {11.4) {0.2) 12.2 2 20.4
Regulatory adjustments 254 - - - - - - - 25.4
{Loss] profit for the period (27.2) 9.6 28.2 34.6 (11.9) (0.2) 12.2 - 45.8
Capital expenditures® 1429 239 186.5 0.7 0.9 598.2 - - 1,353.1
Total assets 2,011.6 488.1 708.0 7.3 2813 6,687.7 3.7 - 10,1872.7

*Capital expenditures include non-cash additions of $120.4 million related to the Maritime Link and $4.7 million refated to Class B Limited Partnership Unit accrued interest.
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20. SEGMENT INFORMATION (cont'd.) Phase 1
Corporate Lower
Hydro Churchill Qit and Energy and Other Churchill Bull Inter-
{millions of Conadion dollors) Regulated Falls Gas Marketing Activities Project Arm Segment Total
For the nine months ended September 30, 2013
Revenue
Energy sales 394.7 53.1 52.7 53.0 0.1 - {3.0) 550.6
Other revenue 2.3 0.7 2.0 - 0.2 12.4 2.5 20.1
397.0 53.8 54.7 53.0 0.3 12.4 {0.5) 570.7
Expenses
Fuels {123.6) - - - - {123.6)
Power purchased {43.9) - - (5.9) - 30 {46.8)
Operating costs (85.3} (31.2} {13.2) (20.4) (9.0} (0.7) {159.8)
Depreciation and depletion {38.3) (9.4} {13.0) - {0.3) - {66.0)
Exploration and evaluation - {2.8) - - {2.8)
Net finance income and expense {55.6) 11 . (0.2) {0.3) 01 - {54.9)
Other income and expense 3.7 {0.4) - {0.2) - - {0.1) - 3.0
Share in profit of joint venture . 0.3 - - - . . 03
Preferred dividends - 25 - - . - {2.5) -
Profit {loss) before regulatory adjustments 54.0 16.7 20.7 26.3 {9.3) - 11.7 - 120.1
Regulatory adjustments {43.6) - . - - - . - {43.6)
Profit loss) for the period 10.4 16.7 20.7 26.3 9.3} 11.7 76.5
Capital expenditures 59.2 20.6 123.1 - 0.1 4424 - 645.4
Total assets 1,921.9 479.6 477.6 2.6 916.6 295.3 3.6 - 4,097.2
-26-
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20. SEGMENT INFORMATION (cont'd.) Phase 1
Corporate Lower
Hydro Churchill Oil and Energy and Other Churchill Bull Inter-
{millions of Canadian dollars) Regulated Falls Gas Marketing Activities Project Arm Segment Total
For the three months ended Septernber 30, 2014 o
Revenue
Energy sales 79.1 8.2 11 17.9 0.1 - - (1.0) 115.4
Other revenue (0.3) 0.2 3.6 - {0.1) - 4.4 0.5 8.3
78.8 8.4 14.7 17.9 - - 4.4 (0.5) 123.7
Expenses
fuels (32.9) e - . - g - s (32.9)
Power purchased {11.7) - - (2.6} - - - 10 (13.3)
Operating costs (36.9) (9.9} (5.9) (7.5} (3.5) - (0.9} - (64.1)
Depreciation and depletion (12.8) {3.9) (a.5) S 0.2) - 5 5 (20.9)
Net finance income and expense {17.2) 0.3 0.4 0.4 (0.6} - (0.1} - (16.8)
Other income and expense {1.4) {1.2) 14 (0.1} - - - - (1.3)
Share In profit of joint venture - 0.1 - - . - - - 0.1
Preferred dividends - 0.5 - - - {0.5) -
{Loss) profit before regulatory adjustments (33.6) {5.2} 6.1 8.1 (4.3} - 3.9 - {25.0)
Regulatory adjustments 23.1 - - - - - - - 23.1
{Loss) profit for the period {10.5) {5.2) 6.1 8.1 {a.3) - 3.9 - (1.9)
Capital expenditures® 59.7 8.7 73.2 0.2 (1.2) 465.8 - - 606.4
Total assets 2,011.6 438.1 708.0 7.3 281.3 6,687.7 3.7 - 10,182.7

*Capital expenditures include non-cash additions of $53.4 million related to the Maritime Link and $1.6 million related to Class B Limited Partnership Unit accrued interest.
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20. SEGMENT INFORMATION {cont'd.} Phase 1
Corporate Lower
Hydro Churchili @il and Energy and Gther Churchill Bull Inter-
{millions of Canadion dolars) Regulated Falls Gas Marketing __ Activities Project Arm Segment Total
For the three months ended September 30, 2013
Revenue
Energy sales 74.8 11.2 16.83 19.7 01 . (1.0) 1216
Other revenye 0.7 0.3 2.0 - 0.1 4.2 0.7 8.0
75.5 11.5 18.8 19.7 0.2 4.2 (0.3) 129.6
Expenses
Fuels (4.7) - - - - (4.7}
Power purchased (13.3) . - (2.9) 0.2 - 1.0 (15.0)
Operating costs {27.9) {11.3) {5.8) {6.2) (2.8) {0.3) . (54.3)
Depreciation and depletion (12.9) (3.0 {4.0) - {0.2) - {20.1)
Exploration and evaluation - - (2.1) - - - (2.1}
Net finance income and expense {18.2) 03 (0.2} [0.9) 03 {0.1) {18.3)
Other income and expense 27 {0.4) {0.8) 0.3 - 0.2 2.5
Preferred dividends - 0.7 - - - {0.7) -
Profit {loss) before regulatory adjustments 1.2 (2.2} 5.9 11.0 [2.3) 4.0 176
Regulatory adjustments 3.0 - - - . 5 3.0
Profit (loss) for the period 4.2 {2.2) 5.9 11.0 {2.3) 4.0 20,6
Capital expenditures 24.2 124 58.8 {1.2) 2342 - 328.4
Total assets 15219 479.6 4776 2.6 916.6 295.3 3.6 4,097.2
- 28 -
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2%

EXPLANATION OF TRANSITION TO IFRS

Nalcor adopted IFRS as of January 1, 2014, with a date of transition effective January 1, 2013. Prior to the adoption of
IFRS, Nalcor prepared its financial statements in accordance with Canadian Generally Accepted Accounting Principles
{GAAP).

These condensed interim consolidated financial statements have been prepared with the accounting policies
described in Note 2 and in accordance with the existing IFRS with an effective date of September 30, 2014 or earlier.
Related comparatives have also been prepared under IFRS effective at January 1, 2013. In preparing its opening IFRS
statement of financial position, Nalcor has adjusted amounts reported previously in financial statements prepared in
accordance with GAAP. An explanation of how the transition from GAAP to IFRS has affected Nalcor's financial
position, financial performance and cash flow is set out in the following tables and the notes that accompany the
tables.

IFRS 1 sets out the guidance for first time adoption of IFRS. Under {FRS 1, the standards are applied retrospectively at
the date of transition unless certain exceptions are applied.

The following mandatory IFRS exceptions were applied at the transition date:

Estimates
Hindsight was not used to create or revise estimates. The estimates previously made by Nalcor under GAAP are
consistent with their applications under IFRS.

Classification and Measurement of financial Assets
Nalcor has not retroactively applied the derecognition requirements in IFRS 9 occurring on or after the transition
date.

The following optional iIFRS exceptions were applied at the transition date:

Property, plant an ipment — ed cost

Prior to transition to IFRS, the carrying amount of property, plant and equipment included amounts that were
determined through rate regulated guidance. On transition to IFRS, Nalcor's subsidiary, Hydro, has elected to use the
carrying amount of property, plant and equipment as the deemed cost at January 1, 2013. The decommissioning
liabilities are not exempt from IFRS 1 and were adjusted to reflect their IFRS cost.

Borrowing Costs
Nalcor's subsidiary, Hydro, has elected to apply the transitional exemption allowing the borrowing costs to be
capitalized prospectively from the date of transition.
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2.

EXPLANATION OF TRANSITION TC IFRS (cont'd.)

21.1 Reconciliation of Equity

January 1, 2013 December 31, 2013
Effect of Effect of

Previous Transition Previous Transition
{millions of Canadian dollars) Notes GAAP to IFRS IFRS GAAP to[FRS  IFRS
ASSETS
Current assets
Cash and cash equivalents a 121 (0.2) 119 94.0 (0.3) 93.7
Restricted cash - 525.5 - 52%5
Short-term investments a 115 (0.5) 110 1.7 {0.7) 1.0
Trade and other receivabies a 125.0 (0.3) 1247 150.2 (0.4) 1498
Current portion of regulatory assets i 2.2 (2.2) 2.2 {2.2) -
Current portion of sinking funds - - 65.4 65.4
Prepaid expenses 56 - S6 11.6 - 116
inventory a,i 62.1 {0.1) 62.0 75.2 75.2
Derivative assets 0.1 - 0.1 0.2 - 0.2
Total current assets 218.6 (3.3) 2153 926.0 {36} 9224
Non-current assets
Property, plant and equipment abedefgi 24350 3674 2,8024 3,2043 538.3 3,742.6
Petroleum and natural gas properties b,d,e 376.0 {376.0) 552.6 (552.6}
Investment property b,c - 11 11 11 11
Regulatory assets i 62.8 (62.8) 62.2 (62.2)
Other long-term assets a 3545 354.5 305.1 - 305.1
investments in joint ventures a 0.7 0.7 11 11
Long-term prepaid expenses - - 9.6 - 9.6
Long-term investments - - 4,4774 - 4,477.4
Total non-current assets 3,228.3 {69.6) 3,158.7 8,611.2 {74.3) 8,536.9
Total assets 3,446.9 (72.9) 3,3740 9,537.2 (77.9) 9,459.3
Regulatary deferrals i - 65.1 65.1 - 64.34 64.4
Total assets and regulatory deferrals 3,446.9 {7.8) 3,439.1 9,537.2 {13.5) 9,523.7
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21. EXPLANATION OF TRANSITION TO IFRS (cont'd.)

21.1 Reconciliation of Equity {cont'd.}

January 1, 2013 December 31, 2013
Effect of Effect of

Previous Transition Previous Transition
{miNifons of Canodian doliars) Note  GAAP  tolFRS IFRS GAAP  to IFRS IFRS
LIABILITIES AND EQUITY
Current liabilities
Short-term borrowings 125.0 - 125.0 41.0 . 41.0
Trade and other payables a 198.1 (0.1) 198.0 408.3 408.3
Current portion of long-term debt 8.2 . 82 82.2 - 82.2
Current portion of regulatory liabilities i 169.0 {169.0) - 214.0 (214.0}
Current portion of other liabilities af 8.6 (0.1) 85 5.8 14 7.2
Derivative Habilities - - - 1.5 . 15
Total current liabilities 508.9 {169.2) 339.7 752.8 {212.6) 5402
Non-current liabilities
Long-term debt 11,1259 - 1,1259 6,047.9 - 6,047.9
Class B partnership units . - 73.0 - 73.0
Regulatory liahilities b,i 33.2 (33.2) - 40.3 (40.3)
Deferred credits 28.0 280 96.9 - 96.9
Deferred contributions b,f - 9.9 9.9 - 9.5 9.5
Decommissioning liabilities ab,g 30.0 19 319 131 (0.1) 33.0
Employee future benefits h 736 46.3 1199 814 36.9 1183
Long-term payable 82.4 - 82.4 78.3 - 78.3
Total non-current liabilities 1,373.1 249 1,3980 6,450.9 6.0 56,4569
Total liabilities 1,882.0 {144.3} 1,737.7 7,203.7 {206.6) 6,997.1
Equity
Issued capital 122.5 - 1225 122.5 - 1225
Shareholder contributions 435.8 - 4358 11,1418 - 11418
Accumulated other comprehensive income  h 43.6 (46.3) 2.7) 10.6 (38.7) (28.1)
Retained earnings b,d,h 963.0 {154) 9436 1,058.6 {26.8) 1,0318
Total equity 1,564.9 (65.7) 1,499.2 23335 {65.5) 2,268.0
Total liabilities and equity 3,446.9 {210.0} 3,2369 9,537.2 {272.1) 9,265.1
_Regulatary deferrals i . 202.2 202.2 - 258.6 258.6
Total liabilities, equity and regulatory deferrals 3,446.9 (7.8) 3,439.1 9,537.2 {13.5) 9,523.7
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21,

EXPLANATION OF TRANSITION TO IFRS (cont'd.)

21.2 Reconciliation of Comprehensive Income for the Nine Months Ended September 30, 2013

Effect of
Previous Transition
{mitiions of Canadian dollars) Notes GAAP to IFRS IFRS
Energy sales a 551.2 {0.6) 550.6
Other revenue _ _ L __af 192 09 20.1
Revenue 570.4 0.3 570.7
Fuels (123.6) (123.8)
Power purchased (46.8) {46.8)
Operating costs ah {161.9) 2.1 {159.8)
Depreciation and depletion 2,bdefg {64.1) (1.9) {66.0}
Exploration and evaluation d - {2.8) (2.8}
Net finance income and expense b,g (54.2) {0.7) (54.9)
Other income and expense a 2.6 0.4 30
Share of profit of joint venture - I B 0.3 03
Profit for the period, before regulatory adjustments 122.4 {2.3) 120.1
Regulatory adjustments h (42.4) {1.2) [43.6)
Profit for the period 80.0 {3.5) 76.5
Other comprehensive income:
Net change in fair value of available for sale financial instruments {17.7) (17.7}
Net change in fair value of financiai instruments reclassified
to profit or loss
Net change in fair value of employee benefit liabiiity
Total comprehensive income for the period o 623 & 588
21.3 Reconclliation of Cash Flows for the Nine Months Ended September 30, 2013
Effect of
Previous Transition
{millions of Canodian dollars} GAAP to iFRS IFRS
Cash provided by {used in):
Operating activities 372.4 (7.6) 364.8
Investing activities {665.4) 341 (6313}
Financing activities 388.1 {26.3) 361.8
Net increase in cash 95.1 0.2 95.3
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21.  EXPLANATION OF TRANSITION TO IFRS {cont'd.)

21.4 Notes to the Reconciliation

(a) Accounting for Joint Arrgngements
Under GAAP, Nalcor accounted for its interests in subsidiaries in which it has joint control using proportionate
consolidation. IFRS 11 requires joint arrangements to be classified as either joint operations or joint ventures.
Nalcor has determined that Churchill Falls is a joint operation and therefore must be accounted for using the
proportionate consolidation method.

Churchill Falls holds 33.33% of the equity share capital of Twin Falls and is a party with other sharehclders in a
participation agreement which gives Churchill Falls joint control of Twin Falls. This arrangement is a joint venture
and is accounted for using the equity method under IFRS 11, but was previously proportionately consolidated
under GAAP. Under the equity methad, the interest in the joint venture is carried in the statement of financial
position at cost plus post acquisition changes in Churchill Falls’ share of net assets of the joint venture. The
statements of profit and comprehensive income reflect the share of the profit or loss of the joint venture.

{b) Property, Plant and Equipment

Regulated Hydro

Prior to transition to IFRS, the carrying amount of property, plant and equipment included amounts that were
determined through rate regulated guidance. On transition to IFRS, Hydro has elected to use the carrying
amount of property, plant and equipment at its deemed cost at lanuary 1, 2013.

Other Property, Plant and Equipment

Under GAAP, Nalcor allocated the cost of an item of property, plant and equipment to significant separable
components only when practicable. 1AS 16 requires that each part of an item of property, plant and equipment
with a cost that is significant in relation to the total cost of the item be depreciated separately. Nalcor also
reviewed replacement of major components to determine if assets replaced prior to the end of their useful life
required derecognition under IFRS.

A reconciliation of the property, plant and equipment is as follows:

December 31 January 1
{miilions of Canadian dollars) 2013 2013
Property, plant and equipment as reported under Canadian GAAP 3,204.3 2,435.0
Remove Twin Falls’ property, plant and eguipment {0.1) (0.1}
Reclassify Churchill Falls’ contributions in aid of construction 9.7 10.1
Reclassify Hydro contributions in aid of construction 1.6 -
Reclassify insurance proceeds to regulatory deferrals 43 -
Revision of Hydro decommissioning Habilities 0.1 21
Revision of Qil & Gas decommissioning liabilities (0.2) (0.2)
Remove capitalized overhead (1.6) {1.6)
Revision of depletion policy 5.4 93
Remove pre-license exploration costs (12.1) (4.7)
Impairment of exploration and evaluation assets (25.2) (25.2}
Reclassify petroleum and natural gas properties 552.6 376.0
Reclassify investment property (1.1} (1.1}
Other property, plant and equipment adjustments 49 28
Property, plant and equipment as reported under IFRS 3,7426 2,802.4
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21.

214

EXPLANATION OF TRANSITION TO IFRS {cont'd.)

Notes to the Reconciliation {cont'd.}

{c)

(d)

(e)

{f)

@

Investment Property
Under GAAP, property held for the purpose of generating rental income or capital appreciation was included

in property, plant and equipment. Under IFRS, such property is classified as investment property.

Exploration and Evaluation Expenditures and Petroleum and Natural Gas Properties

Under GAAP, Nalcor employed the full cost method of accounting whereby all costs related to the acquisition,
exploration for and development of petroleum and natural gas assets were capitalized. Under IFRS, pre-license
exploration and evaluation costs are recognized in the statement of comprehensive income as incurred. On
january 1, 2013, upon transition to IFRS, $4.7 mitlion of pre-license exploration and evaluation costs were
recorded in retained earnings. As at December 31, 2013, the amount recorded in retained earnings was $12.1
rillion. Under IFRS, Nalcor recognized $2.8 million associated with exploration programs in exploration and
evaluation expense for the nine months ended September 30, 2013.

In addition, exploration and evaluation assets are classified separately from property, plant and equipment
subject to depletion and depreciation. Under GAAP, exploration and evaluation assets subject to irnpairment
are included in the calculation of depletion. Under IFRS, such impaired exploration and evaluation assets are
included in profit or loss in the period in which the impairment occurs. On January 1, 2013, upon transition to
{FRS, 525.2 million of exploration and evaluation assets were determined to be impaired and were recorded in
retained earnings.

Effective January 1, 2014, Nalcor obtained new information impacting its treatment of exploration and
evaluation expenditures. Management believes this new information supports capitalization of exploration
and evaluation expenditures associated with investments in seismic research. Nalcor has applied this new
information prospectively,

Deptetion
Under Canadian GAAP, depletion of petroleumn and natural gas properties was determined using cash flows

and reserve estimates based on proved reserves. Under IFRS, entities may select to determine depletion using
either proved reserves or proved and probable reserves. Nalcor has selected a policy of calculating depletion
using cash flows and reserve estimates based on proved and probable reserves. On January 1, 2013, the
selected policy resulted in a decrease in accumulated depletion of $9.3 million. As at December 31 2013, the
policy change resulted in a decrease in accumulated depletion of $5.4 million. The selected policy resulted in
an increase of $1.9 million in depletion for the nine months ended September 30, 2013.

Contributions in Aid of Construction

Under GAAP, Nalcor recorded contributions in aid of construction as a reduction to the carrying value of
property, plant and equipment. IFRIC 18 and IAS 1B requires contributions to be recorded as revenue with the
unearned portion recorded as deferred revenue and amortized to profit or loss as earned.

Decommissioning Liabilities

Under GAAP, decommissioning liabilities were measured based upon the estimated futures cash flows
required to settle the obligation, discounted using the credit-adjusted risk-free rate upon recognition.
Subsequent measurement reflected changes to estimated timing and amount of cash flows, but not changes
to the discount rate. Under IFRS, decommissioning liabilities are measured using a discount rate reflecting
risks specific to the liability. Subsequent measurement reflects changes in the estimated timing and amount of
cash flows as well as changes to reflect market interest rates. The change resulted In an increase in
decommissioning liabilities of $1.9 million on transition to IFRS at January 1, 2013, As at December 31, 2013,
this resulted in a decrease of $0.1 million in decommissioning liabilities and a corresponding decrease in
property, plant and equipment. Under GAAP, $0.9 million of accretion costs were presented in amortization
for the nine months ended September 30, 2013. Under IFRS, accretion has been reclassified as a finance cost.
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21.

21.4

22

EXPLANATION OF TRANSITION TO IFRS (cont'd.)
Notes to the Reconciliation {cont’d.)

{h) Employee Benefits
Adoption of |1AS 19, as amended in 2011, resulted in an increase in the employee benefit liability as at January
1, 2013 of 546.3 million and a corresponding decrease in reserves of $46.3 million.

in addition, for the nine months ended September 30, 2013, adoption of the amended 1AS 19 also resulted in a
decrease in operating costs of $1.8 million. For the year ended December 31, 2013, adoption of the amended
IAS 19 resulted in an increase in the employee benefit liability of $36.9 miliion, an increase in retained
earnings of $1.8 million, and a decrease in other comprehensive income of $38.7 million.

(i) Regulatory deferrals
Under GAAP, Nalcor included certain regulatory deferrals in inventories and property, plant and equipment.
IFRS 14 requires that all regulatory assets and liabilities be disclosed separately in the statement of financiat
position. As a result, Naicor reclassified $0.1 million from inventories to regulatory deferrals at January 1,
2013, and reclassified $4.3 million from property, plant and equipment to regulatory deferrals at December
31, 2013.

Due to uncertainties surrounding the timing of the reversal of regulatory deferral balances, iFRS 14 does not
require classification of such balances between current and non-current.

SUBSEQUENT EVENTS

In October 2014, Nalcor issued a $1.3 million USD letter of credit to I1SO New England Inc., and a $0.2 million CAD
letter of credit to Independent Electricity System Operator. These letters relate to collateral required for NEM to
participate in the New England and Ontario energy markets, respectively.

Subsequent to September 30, 2014, Nalcor entered into new commitments totaling $286.0 million, related to the
Muskrat Falis Project.

Alderon Iron Cre Corp {(Alderon) is proposing to develop the Kami Iron Ore Project (Kami Project) an open-pit iron
ore mine in western Labrador and to build associated infrastructure at Port of Sept-iles, Quebec. As part of the
Kami Profect, Hydro has partnered with Alderon to construct a third transmission line between Churchill Falls and
Labrador West. The development of this transmission line has been temporarily suspended until Alderon secures
additional financing for the Kami Project. To date, 20 kilometers have been cleared in preparation for the
installation of the line. All project costs incurred to date are covered by the security Alderon has already provided.
Construction will proceed once Alderon provides additional security to Hydro.

In October 2014, Nalcor's Board of Directors approved an unconditional and irrevocable guarantee of NEM's $20
million demand operating credit facility with its bank. This loan has not yet been made available to NEM. In the
interim, the Board agreed to provide up to $2.0 million in financial suppert to NEM, until such time as the Power
Purchase Agreement between Hydro and NEM is executed.

On October 31, 2014, Oil and Gas entered into a series of fixed price swaps with a Canadian Scheduie 1 bank to

mitigate commeodity price exposure in 2014, These contracts, which have a national value of $22.6 miflion USD,
provide for an average fixed price of $87.44 USD on 26% of budgeted 2014 preduction.
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22,

23.

SUBSEQUENT EVENTS (cont’d.)

On November 3, 2014 Nalcor received authorization from the Province to remove the 50.8 million distribution
payable to the Province that was recorded as a liability in 8ull Arm when Nalcor purchased the shares of Bull Arm
from the Province. This amount was not recognized by the Province as an amount receivable at the time of share
purchase, nor is it currently recognized by the Province as an amount receivable.

On November 10, 2014 Hydro filed an amended general rate application {"GRA"} with the PUB. The amended filing
requests new rates effective January 1, 2015 in conjunction with a proposed mechanism to provide interim

earnings relief as of January 1, 2015 until a final regulatory decision has been obtained. The application is also
seeking interim earnings refief for 2014.

COMPARATIVE FIGURES

Certain of the comparative figures have been reclassified to conform with presentation adopted during the current
reporting period.
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SECTION 1: CORPORATE OVERVIEW

Nalcor Energy {Nalcor or the Company) is a Crown corporation established in 2007 under a special act of
the Legistature of the Province of Newfoundland and Labrador {the Province). Nalcor’'s business includes
the development, generation, transmission and sale of electricity; the exploration, development,
production and sale of oil and gas; industrial fabrication site management; and energy marketing. Nalcor's
legal structure as at September 30, 2014 included the entities listed below:

Entity name ______ Description of interest B
Newfoundland and Labrador Hydro (Hydro) Wholly owl;:l subsidiary
Nalcor Energy — OQit and Gas Inc. (Oil & Gas) Wholl dﬂﬂ&d subsidiary
Naicor Energy = Bull Arm Fabrication tnc. (Bull Arm} Whp! -@Wned subsidiary
Naicor Energy — Energy Marketing (Energy Marketing) wbhhgy subsidiary

Muskrat Falls Corparation (Muskrat Falls) Wﬁﬁlly owM;ubsmiary
Labrador Transmission Corporation {Transco) f
Labrador-Isiand Link Holding Corporation {LIL Holqgﬁg‘{--
Labrador-sland Link Limited Partnership (LLLP) .  Limited partnershlp‘hjjlhlch Nalcor, through
LIL 1,-- _owns 100% 9( the 75 Class A

Labrador-Island Link General Partner Cﬁtﬁqratlon {LIL
GP) S
Labrador-Island Link Operating Corporatnoﬁ@Q‘L Ohﬁ'g,k Wholl%subsidiaw

wned subsidiary

tabrador Churchill Management CorporatlonggMc) Wholly o subsidiary

Gull Island Power Corpora iin; HiRCo) Subsidiary (inactive)
Lower Churchill Developfiigpt Corpération (LCDC& %_subsnduaw of Hydro {inactive)
Churchill Falls (Labraddt] rporatuo?i%nted (Chu;%iﬁ 65.8% owned joint operation of Hydro
Falts) 3
Twin Falls Power ﬁgr&poratm?tﬁi'wejlﬁgﬂﬁalls) *- 33.3% owned joint venture of Churchill Falls
e =

-\.-u"w

pmh{l‘ nof the Fr&iﬂ 's energy resources and has a corporate-wide
i [uden?ﬁiagement s assets while continuing an unwavering focus on

0 seven i'eporting segments. These reporting segments allow senior
ional performance and assess the overall contribution of each
es. The designation of segments has been based on a combination
accountability. The following summary provides a brief overview of
ed in each of the Company’s reportable segments:

segment to Nalcor's lohgs!
of regulatory status and
the nature of the operations

1. Hydro Regulated generates, transmits, and distributes electricity to customers within the
Province.

2. Churchill Falls owns and operates the Churchill Falls Generating Station, one of the largest power

generation ptants in the world.

Oil & Gas holds and manages both cnshore and offshore 0il and gas interests in the Province.

4. Energy Marketing markets and trades the Province's surplus energy in markets across Canada and
the United States.

5. Phase 1 Lower Churchill Project includes construction of the Muskrat Falls hydroelectric plant,

2

w

oy
i

[y
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associated transmission lines in the Province, and the Maritime Link between the istand of
Newfoundland and Nova Scotia.

6. Bull Arm consists of an industrial fabrication site which is leased for major construction projects.

7. Corporate and other activities encompasses corporate support functions, business development
activities and certain development projects yet to be sanctioned including Phase 2 of the Lower
Churchill Project (Gull Island or Phase 2 Lower Churchill Project).

Nalcor maintains appropriate systems of internmal control, policies and procedures that provide
management with reasonable assurance that assets are safeguarded and that its financial information is
reliable. The following discussion and analysis is the responsibility afimanagement and is as at November
28, 2014. The Board of Directors carries out its responsibility feview of this disclosure principally
through its Audit Committee, comprised exclusively of indep it directors. The Audit Committee has

Basis of Presentation .' ,
Unless otherwise noted, all financial ififdima B ared in accordance*With International
Financial Reporting Standards (IFRS) as ; 2 i al Accountlng Standards Board (IASB)

Nalcor adopted IFRS as of fanuary 1, 20 ;

orward-looking statements, based on Nalcor’s current expectations,
! 5, subject to risks and uncertainties. Statements containing words
such as “could”, “expe “anticipate”, “believe”, “intend”, “estimate”, "plan” and similar
expressions constitute forwa@dgoking statements. By their nature, forward-looking statements require
Management to make assumptions and are subject to important unknown risks and uncertainties, which
may cause actual results in future periods to differ materially from forecasted results. While Management
considers these assumptions to be reasonable and appropriate based on information currently available,
there is a risk that they may not be accurate. Nalcor assumes no obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or any other reason.

estimates, projections &
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SECTION 2: SIGNIFICANT ITEMS AND RECENT DEVELOPMENTS
SIGNIFICANT ITEMS

Key Profit Drivers

The key profit drivers vary by each of Nalcor's seven business segments as there is a combination of
regulated operations, operations with long-term and medium-term supply contracts {mostly denominated
in CAD, but some in USD), and operations in markets where revenues are driven entirely by commodity
prices (electricity and oil) and the prevailing USD/CAD exchange rate. In addition, in the case of the Oil &
Gas segment, cash flow and results of operations are significantly inflyenced by oil production levels in the
offshore developments in which Nalcor holds equity interests. A 2! ult, it is necessary to consider the
underlying key profit drivers in each business segment and th_- 7. rmance of each business segment to

ar's busrnes&,i}gments are impacted by seasonality.

,.j Y q,*} ._.h
Specmcally, electricity sales in Hydro Regu k d " 16 ,;{rchlll Fa  lowest during the summer months.

Marketing has the highes At al #xport m@uts during the summer months
‘addjsfan;-elevteiiny prices in the export markets tend to
pénding on temperatures, the specific

Statement

Nalcor's LY billion, an increase of $6.1 billion from Q3 2013
and an IHg “#He composition of the Company's assets at the end
of Q3 20714 ; % ardiequipment of $5.0 billion (2013 - $3.7 bitlion), long term
investments SAdire : peds of the Lower Churchill Project financing of $4.4 billion
{2013 - $5.0 billi6i otaling 50.8 billion (2013 - $0.8 billion). The change in assets during

apital expenditures related to the Lower Churchill Project. From a
’ jgng-term debt has increased by $121.2 million, primarily reflecting the
$200.0 million long-term*Gncs completed by Hydro in September 2014, primarily offset by the

include higher trade payablesas a resuit of increased capital expenditures and Maritime Link costs
incurred by a subsidiary of Emera Inc. that are included in Nalcor's consolidated financial balance sheet as
deferred credits. Equity has increased by $179.5 million, primarily reflecting the receipt of equity
contributions of 5121.4 million from our Shareholder and year-to-date earnings of $45.8 million. Further
details on changes in the balance sheet are inctuded in Section 3 - Consolidated Financial Highlights.

e

-y

fs - ol
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Capital

Year-to-date capital expenditures of $1.4 billion are higher than the same period in 2013 by $707.7
million. The largest portion of the increase relates to an increase in Lower Churchill Project capital
expenditures ($555.8 million) however, 2014 capital expenditures are also higher than the prior year in
other business segments. Capital expenditures in Hydro Regulated are up by $83.7 million, Oil & Gas are
up by $63.4 million, and other parts of the business are up by $4.8 million in total. Additional details on
Nalcor’s capital expenditures are provided in Section 5 —~ Liquidity and Capital Resources.

YTD 2014 Profit

Nalcor incurred a $45.8 million profit year-to-date compared to a net profit of $76.5 million in the same
period in 2013, a year-over-year decrease of $30.7 million. As nojgifdielow, the majority of this year-over-
year decrease occurred in Q3 2014, On a year-to-date basis, Hyfirg Hegulated's 2014 profit is $37.6 million
below that of 2013 primarily due to delays in obtaining f approval of the 2014 general rate
adjustment and interim rates approvals (the electricity rate%ift effectqgn2014 were determined based on
2007 cost levels, with the exception of changes in [y stymed at the Holyrood Thermal
Generating Station (HTGS) for which rates have j ’_! reased costs incurred in
connection with managing the Supply Outage event W approved for recovery,
and increased investment costs in connectlon w rddiness on the Hydro

‘*“% of Public Utilities
of $55.6 million. While Hydro believes
are solid and justified, there remains

end financial reporting.

Churchill Falls is $7.1 ¢
decreased energy sales.
partially offset

Hydro Regulated and Churchill Falls have been
illion) resulting from increased oit production,
icHy, prices in export markets, and Bull Arm ($0.5
mance year-to-date is discussed in Section 4 -

Nalcor incurred 9 milli Wihe quarfer compared to a profit of $20.6 million in the same period

i 22.5 million. The targest portion of this decrease is the result of a
ated's profit from Q3 2013 to Q3 2014, primarily due to delays in
obtaining regulatory appr 014 general rate adjustment and interim rates approvals, increased
costs incurred in connectio "managing the Supply Outage Inquiry which are not yet approved for
recovery, and increased investment costs in connection with preparation for winter readiness on the
Hydro Regulated system. Also contributing to the Q3 2013 to Q3 2014 reduction in consolidated profit was
a $3.0 million increase in loss in Churchill Falls due to reduced demand from Hydro Quebec, resulting in
decreased energy sales, and a $2.9 million decrease in profit in Energy Marketing due to lower electricity
prices in export markets. In addition there was lower oil production during this quarter compared to Q3
2013, as well as a $2.0 million increase in costs associated with Corporate and other Activities. A detailed
discussion of the performance of each of Nalcor's segments is contained in Section 4 - Segmented Results
and Analysis.
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RECENT DEVELOPMENTS
HYDRO REGULATED

Hydro Regulated had significant regulatory activity occurring in 2014, mainly related to obtaining new
rates for 2014 and 2015, approval of major capital projects, and other important regulatory activities.

General Rate Application
A general rate application {GRA) was filed with the Board of Commissioners of Public Utilities (PUB) on

July 30, 2013 for a general rate increase effective January 1, 2014.based on a 2013 test year. Hydro
Regulated’s last general rate application was filed in 2006. Appro ﬂ'le application will enable Hydro to
recover its costs and provide an opportunity for it to attain a_ asgnable return on rate base as required
by Section 80 of the Public Utilities Act. On November 18, 2013, Hydrb applied to the PUB for approval of a
deferral and recovery mechanism that would provide ear ngs reliet i Hydro in 2014 until a regulatory
decision could be obtained on the GRA. On Decem 53* 2013, in Ord‘%’gﬁu 40(2013), the PUB denied
Hydro's request for 2014 interim rates. Hydro file ,w‘i' ‘application on F %ﬂw 11, 2014 to clarify and
revise certain aspects of the November 18, 2013" a@llcatlon On April 25, 2 iﬁ,m Order P.U. 13(2014),
the PUB denied Hydro's amended application. i

n.with the PUB %ﬁfﬁterim earnings reﬁé'f in 2014 by using
€r:17, 2014, in Iﬁﬂag P.U. 39(2014), the PUB denied Hydro's

On May 12, 2014, Hydro filed an applicat]
the Rate Stabilization Plan (RSP). On Sept
application.

As a result of Hydro not ol
incurred a loss of $27. .

£l d@m earn elief in 2014, Hydro Regulated
L The s to review and reach a regulatory
Has no;%ded 16 months and consequently,
> 43 b sed on 2013 costs has become outdated and the

rates requested for 2014 ot k '_i_ent to 'g@ier Hydro's future cost levels. As a resuit, on

November 4, jm;o filed d gn a 2014 and 2015 test year. The amended GRA
filing reg ew ratés: f tost customers in conjunction with a proposed

s to provide in e@@ earnings %‘ IlEf as of % uary 1, 2015 until a final regu!atory decision has
(i =,The amendeﬁfﬂa
and for $45.9"mili interim a
asking the PUB _'adeuswn on tk&fgou lnte"hm eamlngs relief and the 2015 interim rates by the end of
2014, .
1'; t.é
Hydra's current applncatmij; are the PUB, if successful, would provide additional earnings in 2014 of
$55.6 million. While Hydro b I }8s that the requests to the PUB for earnings relief of $55.6 million are
solid and justified, there remains regulatory risk until the PUB rules on Hydro's applications. Hydro does
not control the timing of the PUB ruling on these applications, but has requested a decision by year-end in

order to provide clarity in year-end financial reporting.

Capital Projects
Hydro Regulated is committed to investing in capital projects to ensure the continued safe and reliable

operation of the Province’s electrical system. it plans to invest $253.9 million in 2014 as it continues to
execute on the long-term asset management plan to maintain and upgrade facilities in response to
growing customer demand and aging infrastructure,

==



iy o= .

CIMFP Exhibit P-04054 Page 98

Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014

Hydro has a number of regulatory applications submitted to the PUB seeking approval of capital projects
and related recovery in rate base. Significant projects awaiting approval are detailed below:

e  On April 10, 2014, Hydro filed an application with the PUB to obtain approval for the construction
of a combustion turbine to be located adjacent to the existing HTGS. The cost of the 123MW
combustion turbine is approximately $119.0 million and approval to construct the combustion
turbine was obtained from the PUB in May 2014, but the order did not address recovery of the
cost in rate base. Construction of the combustion turbine is significantly advanced. A further
review process is being undertaken by the PUB in connection with the approval of costs of the
combustion turbine in the rate base.

* On April 30, 2014, Hydro filed an application with the PUB for approval to construct a new $291.7
million transmission line from the Bay D'Espoir terminal station to the Western Avalon terminal
station. The regulatory process to review this gpplica’non is in progress, but a decision from the
PUB has not yet been rendered.

® On October 6, 2014, Hydro filed an amended application with the PUB for approval of its $77.1
million 2015 Capital Budget. The PUB has not yét rendered a decision.

In addition to the applications for ap' '
capital applications in 2014 with the P b
million has been approved by the PUB agd

detailed above, l-lydro filed supplemental and unforeseen
fp-filed appllchtinns totaling $18.4 million, of which $7.7
55- sillion has beep approved with further regulatory

umulated%ihe RSP since 2007. The fuel savings
g shut-down of a portion of the pulp and paper

ne of $113.0 million allocated to the benefit of
, Hydro filed an application with the PUB regarding

not contribute to RSP,
2015.

-
A regulatory decision on Hydro's request for the recovery of Holyrood black-start lease costs incurred in
2013 and 2014 remains outstanding, subject to further regulatory review. Alse, in Order P.U. 27(2014) the
PUB did not approve the inclusion in rate base of $2.3 million in capital costs related to two diesel plants
in Labrador. Hydro is re-applying for the approval! of $1.4 million of these capital costs.

On July 8, 2014, Hydro filed an application with the PUB to obtain approval for a proposed $200.0 million
bond issue. The application was approved in August 2014 and on September 15, 2014 Hydro issued new
long-term debt through the sale of 5200.0 million Series AF debentures to its underwriting syndicate. The
debentures mature on December 31, 2045 and pay a coupon rate of 3.6% semi-annually. The proceeds

7
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from the debt were used to pay down short- term borrawings with the remainder being used to fund the
capital plan as noted above.

In early 2014, Hydro experienced interruptions in the electricity supply resulting in additional capacity
related supply costs of approximately $9.7 million. in October 2014, Hydro filed an appiication with the
PUB to obtain approval for a deferral and recovery of $9.7 million of additional fuel and power purchase
costs incurred early in 2014 and Hydro has asked the PUB for a decision by the end of 2014.

Supply Qutage Inqui
ppnced a shortage in the generation

In the first quarter of 2014, there were periods when Hydro expeyie

supply and was unable to meet the supply requirements on Hydsg Jsland Interconnected System. Both

Hydro and the PUB commenced an inquiry process into the ;% Interconnected system supply issues
sulta

and power interruptions. On March 24th, 2014, Hydro fil rt on the supply issues and related
power interruptions. The PUB has hired an independent )
who filed an interim report on April 24, 2014. The Ptfé issued an inte eport on May 15, 2014. it is
anticipated that Liberty will issue a further report' in ‘December 2014 and’the PUB will issue a further
report on the matter in 2015. Hydro will continue toiwork closely with the ""‘g" nd Liberty regarding the
implementation of recommendations and amprov‘%l‘! ts to provide reliable @ ; ricity service to the
people of Newfoundland and Labrador.

CHURCHILL FALLS

On July 24, 2014, Churchill Falls received judgment from the Québec-Sup S‘W"\ ior Court on the motion filed by
Churchill Falls in February,; g regarding the disparities of the 1969 Power Contract between Churchill
Falls and Hydro-Québeg; 1 "Colirt; fuled against Chun:hill Falls afid. the ruling requires Churchill Falls to
pay court costs of $1.4 17 n to Hydnguébec.

-,...

On August 26, 2014 Churthm Falls’ @ﬂ an Inscription in Appeal with the Québec Court of Appeal
regarding thefis : _Jg\f the &(ﬁ@ﬁupﬁ%ﬁwn

hill Falls and Hydro Boards of Directors. The PPA, which will be
dpon in principle and the final agreement will be finalized by Churchil!

A Sub-lease between Twin WChurchiIl Falls dated November 15, 1961 giving Twinco the right to
develop hydroelectric power on the Unknown River (the Sub-lease) expires on December 31, 2014. Twin
Falls has entered into discussions with Churchill Falls and NLH regarding the commercial matters arising
from the expiraticn of the Sub-lease, including the ownership of assets and the assumption of liabilities
{including any environmental liabilities). The results of an environmental site assessment conducted at the
Twin Falls Generating Station indicated concentrations of contaminants in the soil and waters adjacent to
the powerhouse. The regulator's position is that remediation is not required, but that further monitoring
be carried out. 2013 sampling indicated that concentrations of total petroleum hydrocarbons and
polychlorinated biphenyls {PCB) in sediment and PCBs in fish have generally remained stable, or
decreased, since 2010. Environmental assessments related to other Twin Falls' assets are ongoing. The

8
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condensed consolidated interim financial statements for the three and nine months ended September 30,
2014 do not include adjustments to the carrying values and classification of assets and liabilities as they
are undeterminable at this time, These adjustments could be material.

OIL AND GAS

In August 2014, Nalcor signed a multi-client license agreement with Electromagnetic Geoservices ASA for
regional 3D electromagnetic (EM) survey data over frontier areas of Newfoundland’s offshore. The EM
survey will initially target the Flemish Pass Basin, where recent major oil discoveries have been made,
including Statoil’s Bay du Nord discovery. The survey will collect 4,04 fsquare kilometers of EM data that
will be calibrated to the recent discoveries and will image key p I6 fis in nearby areas. integrated data
delivery will be available to the global industry in early 20154 'to the close of the scheduled license
round in the fall of 2015. ' h

B O K
On Cctober 31, 2014, Naicor entered into a series of fi rice swaps toriiiitigate its exposure to oil prices

in 2015. These swap contracts, which have a notigfigiValue of $22.6 millioh

fixed price of $87.44 USD on 26% of budgeted 2

, provide for an average
are denominated in US
fed stronger US dollar.
Y %60 @ further imbalances
between supply and demand. Current ﬂﬁi‘g‘gjg_recasts suggest ply disruption, this
downward pressure will continue for tﬁﬁ_";b’il?hpg of 201 could continue into 2015. This creates
significant uncertainty over the future prices Nalcor Will receive roducts in the short-term.

Year-to-date, the impact af'6il prices on Nafb@ﬂ:s results, has been p‘%ﬂy mitigated by a stronger US
dollar. The impact of firthier pressiire on oil prites fdr the balahoe of 2014 is mitigated by fixed price
swaps Nalcor entered Wito in Decez%b'g( 2013. These _ﬁstanding swap contracts, which have a notional
value of $7.1 million USD, i{iﬁyide an {ly'grage fixed pice of $105.00 USD on 29% of remaining forecasted
production for 2014. ;

ENERGY MARKETING

Since April 2009, Nalcor has been, marketing,surplus recall energy from Churchill Falls to markets outside
of the Provin 'é:;{iuqough a contragt with Emera Energy Inc. (EEI). Since 2011, Nalcor has been building the
necessary procedites, systems antf @xpertise to bring this activity in-house. In early 2014, Nalcor formed
a wholly-owned sab'&itl\iary, Energy/Marketing to manage Nalcor's participation in extra-provincial energy
markets. Nalcor is on lﬁgt to c:ip; de the contract with EEl and to complete the transition of export
activities from Hydro to E %}y _{i_&"iﬁéting by April 1, 2015,

LOWER CHURCHILL PROJECT

On June 26, 2014, Nalcor provided an updated capital cost forecast for the Muskrat Falls Generation
Facility, Labrador Transmission Assets and Labrador-island Link components of Phase 1 Lower Churchill
Project (Lower Churchill Project). Market cost pressures, combined with strategic investments to enhance
system reliability, operation and productivity throughout construction, resulted in an updated capital cost
forecast for the Lower Churchill Project of $6.990 billion as compared to the $6.20 billion estimate at
sanction in December 2012.
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The Lower Churchill Project has made significant construction progress throughout 2014 and major
milestanes include the following:

Muskrat Falls Generation Facility

Mobilization of Astaldi, the main contractor responsible for constructing the intake, powerhouse,
spillway, and transition dams. Progress has been made by Astaldi in the areas of integrated cover
system erection, concrete placement, foundation preparation, installation, formwork and rebar
placement.

Progress on the manufacturing of the turbines and generators by Andritz Hydro Canada, with the
first delivery of turbine components shipped from China durigg Q3 2014.

Labrador-island Link

Construction of the 350kV HVdc Labrador-island Tfﬂ’ﬁmiiun Line was awarded to Valard
Construction.

HVdc right-of-way (ROW) clearing and instalfation of grillage: !%undatlons underway and on
schedule.

Completion on schedule of the sixth and ﬂﬁat bore hole required for fhe 35 km crossing of the
submarine cable across the Strait of Belle islé: {$ﬂ8l) from Forteau Point, Labrador to Shoal Cove,
Newfoundland.

Manufacturing of the SOBI submafine cable in iapan. With the first cable completed and the
second well advanced.

Completion of the earthworks program atSofdier's Pond, which will be the home for the island’s
converter station, swrtchyard and synthronousgnuenser fmiw.

Labrador Transmissmn\s m

Substantial pro 55 on the cledring for th‘e-]ﬂ%t fOW for the transmission line between Muskrat
Falls and Churchi "Fﬁ_s,

Mobilizatian of Vatard: ﬁpmﬁiﬁﬂﬁm‘, the contractor for HVac transmission line construction.
Tr&l}%jﬁﬂﬁh tiihstruction qnftower‘ ere;tiqn is proceeding on schedule.
Cump'letlon of the Eaghworﬁs program at the Ghurchill Falls switchyard location.

10
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Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014

SECTION 3: CONSOLIDATED FINANCIAL HIGHLIGHTS

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME HIGHLIGHTS

Three months ended Nine months ended

For the period ended September 30

{miilions of doliars) 2014 2013 Variance 2014 2013 variance
Revenue $123.7 $1296 $(5.9) $589.9 $570.7 $19.2
Fuels {32.4) (4.7) (27 7) (203.6) (123.6) (80.0)
Power purchased {13.3) (15.0) (52.4) (46.8) {5.6)
Operating costs (64.1) (54.3) %9 s) (181.5) (159.8) (21.7)
Depreciation and depletion {209} (20.1) (ﬁ,s) {70.1}) (66.0) {4.1)
Exploration and evaluation - (24) 21 - (2.8) 28
Net finance income and expense (16.8) _ﬂ;g-.a)' 15 {58.4) (54.9) (3.5)
Other income and expense (13)¢ 25 (3.8) (3.8) 30 (6.8)
Share of profit of joint venture 0y . - 0.1 03 0.3 -
(Loss) profit before regulatory Wi, A R

adjustments (25.0) 17.6 {ﬁ.ﬁ) 204 1201  (99.7)
Regulatory adjustments P 201 254  (M6) 690

{Loss) profit for the period

"'.':_”53_2.5] 45.8 765 (30.7)

Revenue

The increase in revenue yéar-to= _?te was sngnl_ﬁcantly m by an ‘I;*mase in the average electricity
market price related to-Energy Matki IS wiv ;%vémﬁ from seismic data sales and higher oil
production during the’ :f!:-._ } 1 in revenbe for the guarter was as a result of
reduced oil production dr%y lowefs Iumes ana‘-j. wer realized oil price.

Regulated from non-utility gés ors in the first quarter of 2014. Hydro has filed an application with the
PUB for the recovery of $6.1 million of these costs which related to the 2014 outage. The decrease in
power purchased for the quarter was mainly a result of reduced production from non-utility generators
due to planned equipment maintenance, reduced purchases from the Exploits generating station and
lower production from wind in 2014.

Operating costs

The increase in operating costs for the quarter and year-to-date are due to additional work required for
winter readiness, increase in equipment lease costs to provide black-start capabitity for HTGS, costs
related to increased regulatory activity, and inflationary increases.

11
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Depreciation and depletion

The increase in depreciation and depletion for the quarter and year-to-date was primarily due to
increased levels of investment in property, plant and equipment for Hydro Regulated, Churchill Falls and
Oil & Gas, and increased levels of production resulting in higher depletion expense for Oil and Gas’
petroleum and natural gas properties.

Exploration and evaluation
The decrease in exploration and evaluation for the quarter and year-to-date was due to a determination in
2014 that such costs are eligible for prospective capitalization under IFRS 6.

Net finance income and expense e
Net finance income and expense includes interest income and, e, foreign exchange gains and losses,
and accretion expense on long-term debt and long-terify gs, less interest capitalized during
construction. The decrease in net finance expense for the iz 345 tue to decreased interest expense
as a result of a $124.6 million debt retirement that occlirred on June 15,04
expense year-to-date was primarily due to an increasg in the batance of de *"'
quarter of 2014,

Other income and expense
The change in other income and experﬁg" In the quarter andd year-to-date is due to |c§&es on disposal of
fixed assets in the third quarter of 2014 mmpem to gams recognized on disposals in the third quarter of
2013.

Regulatory adjustments

Regulatory adjustmenﬁ consist  of Hydro Regul d'efér‘fal of current year expenditures and
amortization and recovery: of prewuuﬂfﬁeferred eqs s approved by the PUB. The increase in regulatory
adjustments for the quarter and yea 3-date consisted primarily of an increase in fuel costs that were
deferred as a result of the operation of t_he RSP, combined with a decrease in RSP amortization.

12
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Management’s Discussion & Analysis
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION HIGHLIGHTS

Significant changes in the consolidated statement of financial position between September 30, 2014 and
December 31, 2013 include:

Increase
{millions of dollars) {Decrease) Explanation
ASSETS
Cash and cash equivalents {25.5) See Section 5 - Liquidity and Capital Resources Section.
¥increase in cash balances heid in

Restricted cash 500.0 Increased due to

Trade and other receivables . 2cfeqs imari B Y0 reduced kilowatt usage as a

inventory #.purchases and price per
- ' ik
Prepaid expenses o, 2 &0 the timing of expend’tures related to the

e to capital expenditures of 51,353.1

Property, plant and equipment 1,283 oy
o and depletion.

(including exploratlon qm:l
evaluation assets) .«

i 't"*bn'

Other long-term a
{including i :
current portion) f pidy t;:an increase in sinking funds, and offset by a small

% v g g in reserve fund and long-term prepaid expenses.

- D ated! due to maturities of structured deposit notes
dutifig 2014. The structured deposit notes are comprised of

the proceeds of the Lower Churchill Project 2013 bond

financing.

increase due to the deferral of $3.0 million of lease costs and

$1.3 million of energy conservation costs, partially offset by

forei;n exchange additions and amortization.

{(41.0) Decreased due to repayment of promisscry notes in Hydro.

Trade and other payables 294.8 Increased due to advancing progress in construction costs
relating to the Lower Churchill Project.

Debt (current and long-term) 121.2 Increased due to the issuance of a $200.0 million debenture
in Hydro, offset by the retirement of sinking funds.

Class B limited partnership units 4.7 Increased due to accrued interest during 2014.

Deferred credits {current and 120.3 Increased primarily due to deferred energy sales related to

long-term) __ the Maritime Link.

Deferred contributions 0.4 Increased due to contributions in aid of construction in

(current and long-term) Hydro.
13
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Increase o n
{millions of dollars) {Decrease) Explanation _
Decommissioning liabilities 1.2 Increased due to accretion during 2014. I
{current and long-term)

Employee future benefits 5.9 Increased due to current service and interest cost increases.

Shareholder contributions 121.4 Increased as a result of equity contributions from the |
Province to fund offshore developments in Oil and Gas.

Accumulated other 12.3 Increased as a result of favorable mark-to-market variances

comprehensive loss _______inHydro sinking funds. l
Retainedearningg ~  45.8 increased due to pfgfit earned in 2014. L
™
ks
i, Lot .-
"*%I;_I Pt

14 i



=

E e .

i

aE

ol i

CIMFP Exhibit P-04054 Page 106

Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014
SECTION 4: SEGMENTED RESULTS AND ANALYSIS

The following presents an cverview of the Company’s profit {loss) for the three and nine months ended
September 30, 2014, by business segment, in comparison to the three and nine months ended September
30, 2013. This discussion shoutd be read in conjunction with Note 20 of the unaudited condensed
consolidated interim financial statements for the three and nine months ended September 30, 2014:

Three months ended Nine months ended

For the period ended September 30

{miilions of dollars) 2014 2014 2013 Variance
Hydro Regulated $(10.5) $(27.2) s10.4 (37.6)
Churchill Falls {5.2) 9.6 16.7 (7.1)
Oil and Gas 6.1 Bl 28.2 20.7 7.5
Energy Marketing 81 410  (29)) 346 263 8.3
Bull Arm 3, !!.-;":f 4.0 (0.1) ‘r‘f- 122 117 05
Phase 1 Lower Churchill Project 2 - (0.2)
Corporate and Other Activities (a. Sj . (2.3) O) (11" b, (9. 3) (2.1)
(Loss) profit for the period (1.9) T \g‘\'-" 76.5 {30.7)

., ‘ R
HYDRO REGULATED L i

The operations of Hydro Regulated are mflu"" ted by Thafi | ¥48hars including regulation,

performance of the dome _ ong oy el @ demand for electricity is met
; e i and power purchases including

wind generation. Hydros both as a means to smooth rate

impacts for island e1ectri

15
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Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014

Financial Highlights

Three months ended Nine months ended

For the period ended September 30

{millions of doliars) 2014 2013 Varlance 2014 2013 Variance
Revenue $788 5755 3.3 64024 53970 5.4
Fuels (324) (4.7) (27.7) (203.6) (1236}  (80.0)
Power purchased (11.7) (13.3) : (49.3) {43.9) {5.4)
Operating costs {102.3) (85.3) {17.0)
Depreciation {41.0) (38.3) (2.7)

Net finance income and expense (58.0) (55.6) (2.4)
Other income and expense _ 3.7 (4.5)
(Loss) profit before reguiatory adjustments 540 (106.6)
Regulatory adjustments (43.6) 69.0
(Loss) prafit for the period 10.4 (37.6)

Revenue S
The increase in revenue for the quarté!;. :

i vas primarily due to an increase in load
related to Newfoundland Power and Vale; gff<et

it5 and a decrease in rural revenue.

Fuels e i e, %ﬂw

The increase in fuel costsforthe thi h&:same petiod in 2013 was primarily due to
increased fuel consum Yoo i 5 ction requirements (by 139 GWh) in
addition to a higher pri ment to op rate a Holyrcod unit throughout the

ily due to utility (Newfoundland Power) and
Ygar-to-date was due to increased production at

%‘the higher costs was a lower fuel conversion rate which
n. The ‘@t impact of higher fuel cost is primarily offset through the

& Three months ended Nine months ended
For the period ended September 30 2014 2013 2014 2013

No. 6 fuel consumption:
Millions of barrels 0.2 - 1.6 1.0
Average price (CAD/BBL) $111.26 $108.06 $112.48 $107.62
Diesel fuel consumption:
Millions of liters 36 35 12.7 115
Average price (CAD/liter) $1.17 $1.09 $1.16 $1.09
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For the three and nine months ended September 30, 2014

Fuel costs are summarized below:

L Three months ended Nine months ended
For the period ended September 30
{millions of dollars) 2014 2013 2014 2013
No. 6 fuel and other $28.3 $09 $188.8 $111.0
Diesel 4.1 38 14.8 12.6

Total fuel costs $32.4 $4.7 $203.6 $123.6

Generation mix is summarized below:

Nine months ended

For the period ended September 30 (GWh) 2014 2013 Variance

Generation

Hydraulic generation® 33,3945 11.8

Holyrood generation 80,3 6029 357.4
Standby generation 9 . (05) 34
Purchases’ _ 740.6 7628  (22.)
Total 5,110.1 4,759.7 350.4
! Includes Hydro generation only. : e -

2 purchases include generation from Exploits, . il i

wind and other non-utilitymggﬁgors.
SR

. . iy,
Electricity Sales are squed beib@__

Sh ’ ﬁv onths ended Nine months ended

For the peri ér 3p 46! e 012013 variance 2014 2013 Variance
Sales o -

Newfo s 320 4,3229 3,990.2 332.7
Hydro rur, o : 888 (4.3) 3428 3356 7.2
Industrials 4 %, N . 818 792 86 2716 2590 12.6
Transmission L% L 38.1 49.2 (11.1) 1728 1749 (2.1)
Total N B 1,1294 1,104.2 25.2 5,110.1 4,759.7 350.4

‘% £ r ] ?

Power purchased A :

The decrease in power pur for the quarter was mainly a result of reduced production from non-
utility generators due to planned equipment maintenance, reduced Exploits River flow and lower
production from wind in 2014. The increase in power purchased year-to-date is a result of additional
power purchased from non-utility generators to meet the Province’s unplanned electricity shortage
experienced in January 2014,

17
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Operating costs

The increase in operating costs for the quarter and year-to-date was due to costs incurred in connection
with additional work performed for winter readiness, increased equipment lease costs to provide black-
start capability for HTGS, increased costs related to regulatory activity and inflationary increases.

Net finance income and expense

The decrease in net finance expense for the quarter was due to decreased interest expense as a result of
the $124.6 million debt retirement that occurred on June 15, 2014, The increase in net finance expense
year-to-date was primarily due to an increase in foreign exchange loss associated with Bunker C fuel
purchases, partially offset by debt retirement as previously discusseg:.x..;

Other income and expense
The change in other income and expense for the quarter arg ite was driven by additional
insurance proceeds received in 2013 related to Holyroog'lln"t 1 repai Iﬂ gomparison to 2014 which has
no significant insurance proceeds.

Regulatory adjustments

The increase in regulatory adjustments for the quartei‘iﬁ;[ year-to’ffhte consnsteﬂ arily of an increase
in fuel costs that were deferred as a re;ad; of the operaﬁh@! P, combined decrease in RSP
amortization.

CHURCHILL FALLS L

Churchill Falls is the owngz @k 3 i ails _‘__;_;_; erating Station, with a rated capacity of

5,428 MW, A power (s ._'=_,, et with Hro- e, iz May bﬂ‘ﬁ {the Power Contract) provides for
¢ : - {approxiniately 30 terawatt hours (TWh)) until

2041,

Churchill Fails. ygalls . G e maximum provided for under the Power
Contraci ydro for M’h Labrz : (recalf energy) and 225 MW (approximately 1.8
TWh) to" 1\ _. Falls to senﬂ 3 industry in Labrador West. In addition, Churchill Falls earns

(2013 -66. 5%), 25.7% from th& GWAC (2013 - 25.8%) and 8.5% from other revenue (2013 - 7.7%).

18
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Financial Highlights

Three months ended Nine months ended
For the period ended September 30
({millions of dollars) 2014 2013 Variance 2014 2013 Variance
Revenue $84 5115  {3.1) $489 $53.8 (4.9)
QOperating costs {9.9) (11.3) 14 (30.7) (31.2) 0.5
Depreciation (3.4) {3.0) (04) (10.1) (9.4) (0.7)
Net finance income and expense 03 03 - 1.0 11 (0.1)
Other income and expense {1.2) (0.4) m) (1.8) {0.4) (1.4)
Share in profit of joint venture 0.1 . =T 0.3 0.3

20 25 (05)
9.6 167 (1.3)

Preferred dividends 0.5
(Loss) profit for the period {5.2)

Revenue
The decrease in revenue for the quarter and yed
deliveries to Hydro-Québec commencing May 2014.%
were lower due to lower requirements b;;[ Hydro-Québ

gg%‘fé,..
Operating costs B,
The decrease in operating costs for the qu
expense driven by reduced energy deliverie
staff house rate change, additional recaveries i‘ﬁ“

date was primarily dltwm a decrease in energy

amoungﬁ[ energy d&%d to Hydro-Québec
i b
' mEir

Hyr

Depreciation 4
The increase in depreciation for the quil‘ter and yea ¢
property, plant and equipment.

Other income and expense

The chaﬂ? other income and expensé for the quarter and year-to-date was largely due to more asset
disposals diri 2014 as compared to 2013.

OIL AND GAS

Oil and Gas is an equity gartner inithree developments in the Newfoundiand and Labrador offshore: a 4.9
per cent working interesi"-'i{i: '!-]Ifébron oil field, the Province’s fourth offshore oil project which was
sanctioned for development“ﬁh{’ﬁecember 31, 2012; a 5.0 per cent working interest in the White Rose
Growth Project, which produced first oil from the North Amethyst field in May 2010; and a 10.0 per cent
working interest in the Hibernia Southern Extension Project, which produced first oil in June 2011. Nalcor
also has an average working interest of 99.0 per cent in onshore exploration permits in Parson’s Pond on
the Great Northern Peninsuta. Oil and Gas is also making strategic investments in the Province’s offshore
through new geoscience data and delivering scientific insights to the global oil and gas industry to drive
and encourage increased exploration activity and development for the Province.
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Financial Highlights

Three months ended Nine months ended
For the period ended September 30
{miflions of doliars) 2014 2013 Variance 2014 2013 Variance
Revenue $14.7 5188 (4.1) $62.1 5$54.7 7.4
QOperating costs (59) (5.8) (0.1) (16.7) {13.2) {3.5)
Depreciation and depletion (4.5) (4.0 (0 5) (18.6) (18.0) (0.6)
Exploration and evaluation - (2.8) 2.8
Net finance income and expense - g :
Other income and expense 1.4 - 14
Profit for the period 28.2 20.7 7.5
Revenue

The increase in revenue year-to-date was attribulg

bbls {2013 - 486,604 bbls) and increased seismic sale%  Th
production wells for both of our producm fields. Year-te-gdate, thie res
(2013 - $110.48 USD/bbl). The decreasgiire s gliarter w
volumes totaling 117,741 bbls (2013 4488
$101.93USD/bbl (2013 - $115.18 USD/bbl '

to increased productl glumes totaling 544,605
This i ase in the number of
& %_ $108.81 USD/bbl
as a result of deereased production
“a. lower average realized oil price of
rpdyction was the result of a delay in the

Operating costs

sts, mark

production, operating and fitpcessin

The increase in operdl] n _costs fo% quarte ‘_ﬁar-to-daﬁ-ﬁtas attributable to an increase in
and inflationary intreases. i R

Exploration and evaluation
The decrease in exploration and evaluation in the quarter and year-to-date was due to the prospective
capitalization of the costs incurred in the acquisition of seismic data.

Other income and expense

The change in other income and expense for the quarter and year-to-date was principally due to a net gain
from the mark-to-market of the fair value of hedge instruments of the third quarter of 2014, compared to
a net loss in 2013.
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For the three and nine months ended September 30, 2014

ENERGY MARKETING
The revenue and earnings in this segment are derived primarily from sales of available recall energy. This
electricity is sold to markets in eastern Canada and the northern United States, as well as to the iron ore
industry in Labrador.

Financial Highlights

Three months ended Nine months ended
For the period ended September 30 '
{millions of dollars) 2014 2013  MaHe 2014 2013 Variance
Revenue $179 $1 . (1. $64.1 553.0 111
Power purchased ' (6.1) (5.9) (0.2)
Operating costs {20.6) (20.4) {(0.2)

Net finance income and expense (0.2) 0.1
Other income and expense o (0.2) (2.5)
Profit for the period 26.3 8.3
Revenue @ @

The increase in revenue year-to-date w
half of 2014. The average realized expo

eased export market prices in the first
$29.97 USD/MWh (2013 - $34.72
/MWh). During the nine months

to decreased volume of market prices, partially
‘fnarket prices. The increase in power purchased
urchases at a higher purchase price.

Net finance income and expe(gie
The increase in net finance income and expense for the quarter is as result of foreign exchange
fluctuations. Net finance income and expense year-to-date is consistent with prior year.

Other income and expense

The variaticn in other income and expense for the quarter and year-to-date was due to value fluctuations
of future commodity hedges and fereign exchange hedges.
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BULL ARM

Bull Arm is Atlantic Canada’s largest industrial fabrication site. The site, which has unobstructed, deep
water access to the Atlantic Ocean, generates revenue through leasing arrangements with large
construction projects. This site is currently under lease until 2017 for the construction of the Gravity Base
Structure platform and fabrication of the Living Quarters Module as well as other construction and
fabrication activities related to the Hebron project.

Financial Highlights

Three months dis Nine months ended

For the period ended September 30

{millions of dollars) 2014 iiﬁananc‘s - 2014 2013 Variance
Revenue $4.4 1 54 2 $13.2 $124 0.8
Operating costs (o,&f*ﬂ«‘fo 3) (0.1) (03 ;r (0.7)

Net finance income and expense (0. iﬁ.{,,jwo.l) - (03) .01 (0.4)
Other income and expense - Y. 0.3} z (&i&i 0.1

Profit (loss) for the period 12.2 11{ 0.5

Revenue

The increase in revenue for the quarter an&j‘gar-tﬁ‘%gqas due‘W:Igreugn exchange rate on USD lease
revenue. ) :

wa.r; sdfictioned on Décember 17, 2012, The development of the Phase 1
wide a{ﬂggn renewable source of electricity to meet the Province’s

.....

The costs included W 4 wer Churchill Project include costs incurred by Nalcor's subsidiaries in
' ydroelectric plant, the Labrador-Istand Link transmission line, and
he construction of these project components is led by Nalcor's
subsidiaries and has a currengfdgiities capital cost estimate of $6.990 billion plus capitalized interest and
financing costs. For financial réporting purposes, the costs of the Maritime Link, which is owned (for 35
years at which time ownership will transfer to Nalcor) and financed by a subsidiary of Emera Inc. is
included in the Nalcor consolidated financial statements - see Note 9 and Note 10 of the condensed
consolidated interim financial statements for the three and nine months ended September 30, 2014.

the Labrador transmissit
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For the three and nine months ended September 30, 2014
Financial Highlights

Capital expenditures increased by $231.6 million for the quarter and $555.8 million year-to-date
compared to the same period in 2013. The breakdown by each component of Phase 1 Lower Project is as
follows:

Three months ended Nine months ended Total To Date

For the period ended
September 30 (millions of

dollars} 2014 2013 2013 2014
Muskrat Falls $176.7 $327.3 $1,071.5
Labrador transmission assets 61.0 371 250.7
Labrador Island Link 142.8 36.8 4325
Nalcor facilities capital costs 380.5 401.2 1,754.6
Capitalized interest and

financing costs 149.3
Total capital costs for Nalcor

project components 1,903.9
Maritime Link 2140
Class 8 limited partnership

unit interest 3.7 10.0
Total capital expenditures 442.4 2,127.9

CORPORATE AND O

Financial Highlights

S

Nine months ended

{millions 20313 Variance 2014 2013 Variance

Revenue

S 50.2 (0.2) $0.2 $0.3 (0.1)
Power purchaseﬁﬁif?: 0.2 {0.2) - - -
Operating costs i (3.5) (2.8) (0.7) (103) (9.0 (1.3)
Depreciation e (0.2) (0.2) - (04) (03) {0.1)
Net finance income and ej o (0.6) 03 (09) (1.0} (0.3) (0.7)
Other income and expense - - - 0.1 - 0.1
Loss for the period (4.3) {2.3) {2.0) (114) ({9.3) {2.1)

With the exception of operating costs and net finance income and expense, corporate and other activities
was largely consistent over the quarter and year-to-date with the same periods in 2013. The increase in
operating costs for the quarter and year-to-date was primarily driven by increased operational
maintenance costs related to non-regulated Hydro activities and inflationary increases, partially offset by
decreased salaries and decreased professional fees. The unfavorable change in net finance income and
expense for the quarter and year-to-date was largely due to fluctuations in foreign exchange.
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SECTION 5: LIQUIDITY AND CAPITAL RESOURCES l

SOURCES AND USES OF CASH e
Cash flows relating to operating, investing and financing activities are summarized in the following table:

Three months ended Nine months ended ™
For the period ended September 30
{millions of dollars) 2014 2013 Variance 2014 2013 Variance
Cash provided by (used in) l
Operating activities $213.7 $161.6

53.1, $425.5 $364.8 60.7
8 (101.7) (631.3) S529.6
) (349.3) 361.8 (711.1)
2. (255) 953 (120.8)
O "

The net cash provided by operating activities inclug 3t income for the perl d and other non-cash items
0 i ;he quarter was $213.7

investing activities {155.9) (323.7) 4
Financing activities {34.6)
Net increase {decrease) in cash 23.2 [§

and changes in working capital. The cash provu by operatlng activities
million and $425.5 million year-to-date, primarily dua$i
and depletion, and regulatory adjustments,

AT,

The net cash used in investing activities 5155.9 million due to capital expenditures of =
$551.4 million on property, plant and equ ol d evaluation assets, offset by a $398.7
million decrease in long-term mvestments. “dnive: sting activities year-to- date was
$101.7 mllllon primarily d , !

lofig-term receivables, offset by a
in decrease in sinking funds.

[ =4
gvas $34.6 million primarily resulting from a $160.6
fictured deposit notes as well as a $103.5 million
¥ of $197.1 million (from a $200.0 million Hydro -
tapital. The net cash used in financing activities
ting from a $500.0 million increase in restricted cash due to
24.6 million debt retirement, and $41.0 million decrease in "
5 of $197.1 million from a long-term debt issuance and a
=
| -3
[l
[l
-2
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Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014

Capital expenditures, which significantly impact the cash used in investing activities, increased by $278.0
million for the quarter and $707.7 million year-to-date. The breakdown by segment is as follows:

Three months ended Nine months ended

For the period ended September 30 2014 2013 2014 2013
(milflions of doilars)

Hydro Regulated $59.7 $24.2 $142.9 $59.2
Churchill Falls® 8.7 12.4 23.9 20.6
Oil and Gas 73.2 58.8 186.5 123.1
Energy Marketing 0.2 ek, - 0.7 -
Phase 1 Lower Churchill Project 410.8 i 873.1 405.8
Corporate and Other Activities 0.9 0.1
Total Capital Expenditures before the 1,228.0 608.8
following i)

Class B Partnership Units — Accrued Interest 1 i 18 4.7 3.7
Maritime Link — Non Cash Additions 14505, 1204 32.9

Total Capital Expenditures 3284 1,353 645.4

IReflects Nalcor's 65.8% ownership interest

ACCESS TO WORKING CAPITAL

s 2 .._-'
ey
‘-%ﬁ'\

Nalcor's debt.ani i > fatios aréshown fﬁw following table:

- September 30 2014 December 31 2013

$8.5 $ 822
6,242.8 6,047.9
- 41.0
6,2531.3 6,171.1
2,447.5 2,268.0
71.9% 73.1%

Fixed rate debt as percentage
of total indebtedness 100.0% 99.3%

The above noted ratios are non-GAAP financial measures. Refer to Section 6: Non-GAAP
Financial Measures Advisory of this MD&A.

Nalcor's capital structure is key to its ability to execute its long-term strategy. In recent years, Nalcor has
strengthened its balance sheet to enable it to take on debt associated with the Lower Churchiil Project.
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Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014

Nalcor's primary objectives when managing capital are to minimize its cost of capitat within the confines
of established risk parameters and to safeguard its ability to continue as a going concern. Nalcor's
approach to capital management is performed on a consolidated basis.

On September 15, 2014, Hydro issued new long-term debt through the sale of $200.0 million Series AF
debentures to its underwriting syndicate. The debentures mature on December 31, 2045 and pay a
coupon rate of 3.6% semi-annually. The debt will pay down the balance of short term borrowings and fund
the capital plan.

Prior to 2013, Nalcor realized a significant improvement in the del;l;'la capital ratio as a result of strong

i creased compared to the prior year.
The increase was planned and these debt increases will. B& Supplemented by additional capital
contributions to fund Lower Churchill Project expendlturﬁ. as the de%@ent proceeds.

OBLIGATIONS AND COMMITMENTS

Total outstanding commitments for capital projects ¥
as at September 30, 2014 (December 31, 2013 - $2.
Churchill Project, Oil and Gas investments; Hydro Reguld
about Nalcor's obligations and commitilgmts can be foundin
consolidated interim financial statements for: t\héihr_ee“and nine F

ote 18 of the unaudited condensed
hs ended September 30, 2014.

|||||
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Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014

SECTION 6: ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES
ACCOUNTING POLICIES

Nalcor’s significant accounting policies are described in Note 2 of the unaudited condensed consofidated
interim financial statements for the three and nine months ended September 30, 2014.

FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

Naicor adopted IFRS as of January 1, 2014, with a date of transition effective January 1, 2013. IFRS 1 First-
Time Adoption of International Financial Reporting Standards (IFRS 1) has been applied. Prior to January
1, 2014, Nalcor prepared its financial statements in accordance with GAAP. Comparative balances
presented in this MD&A have been restated to be in accordance with IFRS. The impact of the transition to
IFRS on Nalcor’s financial statements for the period ended September 30, 2014 and the opening balance
sheet at lanuary 1, 2013 are presented in Note 21 of the unaudited condensed consolidated interim
financial statements for the three and nine months ended September 30, 2014.

CRITICAL ACCOUNTING ESTIMATES

Critical accounting estimates are those that require Management to make assumptions about matters that
are highly uncertain at the time the estimate is made. Critical accounting estimates are also those
estimates which, where a different estimate could have been used or where changes in the estimate that
are reasonably likely to occur, would have a material impact on the Company’s financial condition, or
financial performance. Critical accounting estimates and judgments are reviewed annually by the Audit
Committee of the Board of Directors. A detailed description of Nalcor’s critical accounting estimates is
provided in Note 3 of the unaudited condensed consolidated interim financial statements for the three
and nine months ended September 30, 2014 and in the Critical Accounting Estimates section of Nalcor’s
2013 annuai MD&A.

SECTION 7: NON-GAAP FINANCIAL MEASURES

Certain financial measures in the MD&A are not prescribed by GAAP. These nen-GAAP financial measures
are included because they provide MD&A users with enhanced understanding and clarity of Nalcor's
operating performance, condition, leverage and liquidity. These non-GAAP financial measures do not have
any standardized meaning and cannot necessarily be compared to similar measures presented by other
companies. Comparative figures presented in previous sections have been restated for the effects of the
IFRS conversion.

Debt to capital Total debt {promissory notes, long-term debt including current
portion less sinking funds), divided by debt plus shareholder’s equity

Fixed rate debt as a Long-term debt divided by total debt

percentage of total
indebtedness
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Management’s Discussion & Analysis

For the three and nine months ended September 30, 2014
SECTION 8: RISK MANAGEMENT PROCESS

Nalcor continues the implementation of an Enterprise Risk Management process focused on operational,
strategic, financial and compliance risks. The implementation is supported by a Corporate Risk
Management Committee and an Enterprise Risk Management Committee. The Corporate Risk
Management Committee is comprised of certain members of Nalcor's Leadership Team and other senior
managers. The Enterprise Risk Management Committee is comprised of senior functional and business
unit representatives. The Leadership Team and Audit Committee receive regular updates on the
Company's risk management processes.

Nalcor operates in various industry segments that have a variety of risk factors and uncertainties. The
risks and uncertainties that could materially affect the business, financial condition and results of
operations are described in Nalcor's annuat MD&A for the year ended December 31, 2013.

There were no significant changes to these risks and uncertainties year-to-date. Refer to Note 18 of the
unaudited condensed consolidated interim financial statements for information regarding current
litigation.

SECTION 9: ABBREVIATIONS

The following table shows the abbreviations used in the MD&A and the consolidated financial statements:

Measurement.

bb! Barrel

MW Megawatts

TWh Terowatt hours
Currencies.

CAD Conadian dollars
usb United States dollars

Corporate information:
MDE&A

Management’s Discussion & Analysis

HTGS Holyrood Thermal Generating Station

RSP Rate Stoabilization Plan

Financial and Business

environment:

PUB Newfoundlond and Labrador Board of Commissioners of Public
Utilities

GRA General Rate Application

GWAC Guaranteed Winter Availabifity Contract
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RESOLUTION

79TH NALCOR ENERGY BOARD OF DIRECTORS MEETING
NOVEMBER 28, 2014

APPROVAL OF 2014 Q3 FINANCIAL STATEMENTS AND MD&A

BE IT RESOLVED

THAT the Nalcor Energy Consolidated Financial Statements and
Managemaent Discussion and Analysis for the period ended
September 30, 2014, as tabled and initialed by the Secretary for
identification, be and they are hereby approved; and

THAT K. Marshall and G. Shortall, or any two Directors be and they are
hereby authorized to sign said Financial Statements on behalf of the
Board.
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Consolidated Budget 2015

Nalcor Energy Board of Directors
November 28, 2014
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Pages 168 - 169
have been fully
redacted and

replaced with this

page.
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Headlines (Cont’d.)

Page 123

2015 budgeted to be peak year for capital spend to date

Total Budget 2015 capex is $2,845.7M, an increase of $1,022.0M over Forecast 2014 capex of
$1,823.7M;

LCP Phase 1 Budget 2015 project capital expenditures is budgeted to be $2.4 billion, up $1.1 billion
compared to the Forecast 2014 of $1.3 billion.
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Budget 2015 Net Income (by segment)

(S millions)

2014
Segments Annual

Forecast

Phase 1 Lower Churchill Project

Net Income 108.7 91.2 129.4

*Includes Export Sales, I0C and Menihek

L\ nalcor
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Pages 172-178
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Budget 2015 Capital Expenditures

(S millions)

Capital Expenditures

3,000.0 Totals:

- I-
(Smillions) Forecast = $1,823.7M
2,500.0 Budget = $2,844.3M

2,000.0
1,500.0
1,000.0
500.0

- L8 — . e

Churchill .
Res u;t?d Falls MZ?::E; LcP l;hase Gull Island ME:ETE Oil & Gas  Corporate
i (100%) €
B 2015 Budget 112.5 55.6 - 2.364.8 10.5 15 294.5 4.9
2014 Forecast 251.4 50.8 2.0 1,257.8 11.7 2.1 2479 -

* Includes internal costs for Nalcor only (excludes Emera).
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Lower Churchill Project

LOWER CHURCHILL PROJECT a9 @ na!gg !
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LCP 2015 Consolidated Budget - Snapshot

Direct Capital ipc'M/
(S000's CAD) Costs Financing Costs Total
LCP Phase 1
Muskrat Falls S 870,480 S 68,345 $ 938,825
Labrador Transmission Assets  $ 212,445 S 15,795 S 228,240
Labrador-Island Link S 1,128,709 S 69,047 S 1,197,756
Sub-Total S 2,211,634 S 153,186 S 2,364,820
Maritime Link (Nalcor Costs) S 1,513 § - S 1,513
Total S 2,213,147 § 153,186 S 2,366,333
(1) IDC = Interest During Construction
LOWER CHURCHILL PROJECT 50 Q nalcor
energy
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LCP Highlights

2015 LCP Phase 1 (MF/LTA/LIL) total project capital expenditure budget of $2.4 billion

compared to 2014 forecasted incurred costs of $1.3 billion
-~ $2.28 in direct capital costs
~  $150M in net Interest During Construction {(“IDC”} and $3M in financing costs

» Major construction activities for all project components underway in 2015 with the
few remaining major contract awards planned for the first quarter of the year.

« 2015 expenditures based on revised Capital Cost Authorizations for Expenditure
(“AFE”) and Financing Cost AFE’s approved by Boards of Directors of Muskrat Falls Co.,
Labrador Transmission Co., and LIL General Partner Co. (on behalf of LIL Limited
Partnership), in June 2014.

« Lower Churchill Management Co. is budgeting annual revenue for the Project
Development and Management services it provides to the three asset holding
companies (MF Co, LTA Co, and LIL LP) of $360K.

LOWER CHURCHILL PROJECT 51 Q nalcor

energy



CIMFP Exhibit P-04054 Page 131

LCP Highlights (cont’d.)

» Project cost funding requirements in 2015 will be met through $345M in equity advances

with the balance being drawn from debt

—  This includes $144M in contributions from Emera for LIL and excludes pre-funded equity payments of $115M
to the cost overrun escrow account in December 2015 per the MF/LTA and LIL Project Finance Agreements

« In addition to the previously noted costs that will be capitalized to the project assets, the
seven LCP entities are budgeting costs relating to audit fees ($256K), directors fees and
expenses ($144K), and training and donations ($420K), which must be expensed in 2015
in accordance with IFRS.

« LIL Operating Co. prepaid rent of $3.9M is estimated for 2015

-~ With the $8.0M reserve and associated contribution made to LIL LP at year end 2013, actual 2013 prepaid
rent of $3.2M, and forecasted 2014 rent of $1.5M, an additional reserve/contribution of approximately
$600K is forecasted for 2015.

LOWER CHURCHILL PROJECT 52 @ nalcor
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L ] [
?
LCP Highlights (cont’d.)

Muskrat * Construction of Intake & Powerhouse, ¢ CHOOO0S8 - Construction of North Spur
Falls Spillway and Transition Dams ($383M) Stabilization Works {Q1 2015}
¢ Supply and Install Powerhouse and Spillway ® CHO0009 - Construction of North and
Hydro-Mechanical Equipment {$100M) South Dams (Q1 2015)
* North Spur Stabilization works ($75M) ¢ CHO031 - Supply and Installation of
* Supply and Install Turbines and Generators Mechanical and Electrical Auxiliaries
(S42M) (Q1 2015)

* Construction of Reservoir Clearing ($41M)
* Construction of North and South Dams

($27M)
Labrador * Construction of 315 KV HVac Transmission ¢ All major contracts awarded by end of
Trx Assets Line (MF to CF) (5115M) 2014

® Construction of AC Substations ($47M)

LOWER CHURCHILL PROJECT 53 & nalcor

energy



CIMFP Exhibit P-04054 Page 133

L 4 |
7
LCP Highlights (cont’d.)

Labrador * Construction of 350 KV HVdc Transmission ¢ All major contracts awarded by end of
island Link Line ($588M) 2014
* Supply and Install Converters and Cable
Transition Compounds ($131M)
e SOBI - Land and subsea cables, cable
termination enclosures, and related civil

works ($84M)
* Soldiers Pond Synchronous Condenser
(S70M)
LOWER CHURCHILL PROJECT 54 \‘\‘ nalcor
energy
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2015 Total Project Budget Breakdown

(SOOO'S CAD') MiF LTA LiL Total
Owners Team, Admin & EPCM Services $ 36912 S 10,310 S 32,38 §$§ 79,607
Feasibility Engineering S - S - S - $ -
Environmental & Regulatory Compliance $ 2,726 S 15 S 4,062 § 6,803
Aboriginal Affairs ) 2,724 S 94 S 615 $ 3,433
Procurement & Construction S 789,132 S 189,662 $1,063,393 $2,042,187
Commercial & Legal S 1,854 $ 122 S 64 $ 2,041
Contingency S 37,133 $§ 12,242 S 28,189 S 77,564
Total Hard Costs $ 870,480 S 212,445 51,128,709 52,211,634
Financing Costs S 1,330 S 292 S 1,516 $ 3,138
Interest During Construction $ 67014 $ 15503 $ 67,531 $ 150,048
Total Soft Costs S 68,345 $ 15,795 $ 69,047 $ 153,186
Total Project Budget $ 938,825 $ 228,240 $1,197,756 52,364,820

+ 2015 expenditures based on revised Capital Cost Authorizations for Expenditure (“AFE”} and Financing Cost
AFE’s approved by Boards of Directors of Muskrat Falls Co., Labrador Transmission Co., and LIL General
Partner Co. (on behalf of LIL LP), in June 2014. This includes total direct capital costs of $6,990M and
IDC/financing costs of $775M.

LOWER CHURCHILL PROJECT - \\\ nalcor
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Financing Cost Budget 2015

(5000's CAD)

Collateral & Fiscal Agent Fees S 77 S 17 S 88 S 182
Trustee & Administrator Fees S 43 S 10 § 56 S 109
Credit Rating Agencies S 176 S 39 S 215 S 430
independent Engineer S 609 $§ 134 S 685 S 1,428
Legal & Financial Advisory S 298 S 66 S 336 S 700
Administrative & Other Related Costs S 127 $ 28 S 135 S 290
Total $ 1,330 $ 292 $ 1,516 § 3,138
e

« Collateral & Fiscal Agent and Trustee & Administrator fees relating to ongoing services provided
by firms including TD Bank, BNY Canada and Computershare relating to the MF/LTA and LIL
Funding Trust financing structure under which $5.0 billion in debt financing was issued in
December 2013;

« Legal & Financial Advisory costs relate to services provided by Faskens, PWC, Mcinnes Cooper,
Cassels Brock and Blair Franklin for ongoing compliance support associated with the Project
Finance Agreements executed in November 2013 and the Federal Loan Guarantee.

LOWER CHURCHILL PROJECT 56 \X‘ nalcor
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LCP Phase 2 - Gull Island

LOWER CHURCHILL PROJECT 57 \\‘ nalcor
energy
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Gull Island Highlights

The LCP PH 2 budget is predicated on the following:
1. Work to advance the Quebec Strategy

— Market advice

-~ Engagement of Quebec strategic advisor

- Potential transmission service request

—~  Continued participation and advancement of integration issues

2.  Minimum work to maintain Phase 2 readiness
- Monitor market developments and identify opportunities
- Market and strategic advice {Ontario & New Engiand)

-~ Environment and engineering work to achieve cost efficiencies and/or avoid major schedule
delays

3. Continued proration of shared aboriginal and environmental costs with Phase 1
(70% Gull Island); this proration has been applied since 2008

LOWER CHURCHILL PROJECT 58 Q nalcor
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Gull Island YTD Capital Expenditures

Capital Expenditures {
(Smitlions) q:

$16.0
$14.0
$12.0

$10.0

Budget 2014 Forecast 2014 Budget 2015
& Gull island - Phase 2 $14.5 $11.7 $10.5

« Refundable transmission service deposits of $13.5 million were budgeted for 2014, however no payments are anticipated
for the year.

LOWER CHURCHILL PROJECT 50 Q nalcor
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Gull Island — Budget 2015 Breakdown

internal Costs Salaries 841,000 761,000 860,000

Travel and Training 210,000 135,000 175,000

Genersl| Expenses and Other 170,000 195,000 150,000

. . 1,221,000 1,093,000 1,185,000

{Legal Services Canadian 1,700,000 1,600,000 1,700,000

P uUs = ' 600,000 350000 600,000

2,300,000 1,950,000 2,300,000

|Market Assessment Consultants . 1,220,000 1,220,000 785,000

Technical Studies Transmission Service Requests 1,000,000 - ~ 1,000,000

' Engineering 450,000 = 450,000

Other Technical Studies 300,000 200,000 200,000

1,750,000 200,000 1,650,000

‘Environmental 1 398,000 198,000 140,000

‘Cost Shared {70%) IBA Payments 4,108,000 4,108,000 3,619,788

| EA Baseline Collection 1,435,000 1,435,000 670,000
Aberiginal Affairs - Salarias 1,354,000 1,354,000 el e

Aboriginal Affairs - Legal and Other Costs 93,000 193,000 190,610

7,090,000 7,090,000 4,480,398

Total ] $ 14,479,000 $ 11,749,000 $ 10,540,398

ftefundable Deposits - TX Service Requests $ 13,500,000 $ 13,500,000 $ 14,000,000

LOWER CHURCHILL PROJECT 60 \\‘ nalcor
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Maritime Link (Nalcor Costs)

LOWER CHURCHILL PROJECT 51 \\_‘ nalcor
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Maritime Link Highlights

« Emera achieved ML DG3 and Financial Close in April 2014 and the amended
Nalcor-Emera Agreements were subsequently executed on July 31, 2014, which
was defined as the Cost Sharing End Date (“CSED”).

» With achievement of the CSED, Emera has assumed all costs associated with ML
development with the exception of Nalcor costs associated with its involvement in
accordance with the provisions of the ML-JDA and other ML Agreements.

« The 2015 Maritime Link budget is required, primarily, for cash planning purposes.

« The 2015 Maritime Link budget includes Nalcor’s internal costs, and all costs
associated with involvement under the ML Agreements.

LOWER CHURCHILL PROJECT 62 @ nalcor
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2015 Maritime Link Budget (Nalcor costs)

($000's CAD)

internal Labour
Engineering
Finance and Commercial
Project Management

External Services
Commercial
Due Diligence
Tax

General Expenses
Travel Expenses
Contingency (10%)

Total

400
235
200
835

300
100
40

440
50
50

138

1,513

LOWER CHURCRHILL PROJECT
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Other LCP Subsidiaries

LOWER CHURCHILL PROJECT & & na!nceq!
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O&M Budget 2015

Directors Management

Audit Fees Fees & Exp Fee Prepaid rent
LCMC S 21,935 S 10,500 $ 360,000 S -
LIL Holdco $ 11,235 $ 31,000 $ - S -
LIL Opco S 11,235 S 26,000 S - S 3,900,000

LOWER CHURCHILL PROJECT 65 \\,‘ nalcor
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2015 Consolidated Financing Plan —
Highlights

« LCP and OilCo funding needs to be addressed through Provincial equity - Budget
2015 includes a total equity contribution of million from the Province
(before LCP contingency of $150 million) to fund:

- Contributions of $350 million to MFLTA and LIL, which includes the December 2015 Cost
Overrun Reserve Escrow Account (“COREA”) payment of $115 million — assumes no Emera
participation in LIL cost overruns, with Nalcor contributing $51 million of its internally
generated cash to offset requirement from Province.

QY nalcor
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Provincial Equity Requirements:
2015 - 2016

Nalcor Energy Province's

2015 Fiscal Year 2015/16 Fiscal Year

Equity contributions to OilCo 1*! S B [T
Equity contributions to MFLTA 223 310
Equity contributions to LIL 12 12
COREA payments 2! 115 115
Internally generated cash - corporate 13l

Base equity requirement $ F
2015 funding contingency
Total equity requirement

[2] - Assumes Emera does not participate in funding of cost overruns. The $115 million is to be funded through Muskrat Falls Co
{$27 million), Labrador Transco ($28 million) and the Newfoundland and Labrador Island Link subsidiary companies (560
million).

{3] - Represents dividends received from NEM, BAF and CF, net of corporate OPEX

[4] - Funding contingency has been identified to mitigate against potential changes in the timing of cash flows and potential

cost variations on aggregate planned expenditures
LY nalcor
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Provincial Equity:
Cumulative Investment

Sharcholder Investmentin  Investmentin  Investmentin Total annual Cumulative

Fiscal Year Qil and Gas LCP ML Hydro Investment [nvestment
2008 - 2009
2009 - 2010
2010-2011
2011 -2012
2012-2013
2013- 2014
2014 -2015%1]
2015 - 201612
Totals Ml $

[1] — Represents forecasted equity requirements as of September 30, 2014. The $115 million for LCP reflects
COREA payment, which is due in December of 2015. This will be included in the December 2015 equity request.

[2] — The $382 million relating to LCP inciudes MFLTA (5310 million}, LTA ($12 million) and the COREA payment
{$115 million}, net of internally generated corporate cash {355 million).

[3] — To date, LCP and Qil and Gas have been funded by a combination of internally generated cash and equity
from the Province. Amounts above only reflect the equity contributions made to Nalcor by the Province.
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RESOLUTION

79TH NALCOR ENERGY BOARD OF DIRECTORS MEETING
NOVEMBER 28, 2014

APPROVAL OF 2015

OPERATING AND CAPITAL BUDGETS AND FINANCING PLAN

BE IT RESOLVED

THAT the Nalcor Energy Operating and Capital Budgets for 2015 and
the Financing Plan for 2015, as tabled and initialed by the Secretary for

identification, be and they are hereby approved.
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2015 Financial Risk Management Strategy

Nalcor Energy Board of Directors

November 28, 2014
g .
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Outline

1. Purpose

2. Executive Summary

3. Year to Date (“YTD”) Performance of 2014 Hedging Programs

4. Summary of Financial Risk Exposures by Line of Business (“LOB”) for 2015
5. Recommended Corporate Financial Risk Tolerance for 2015

6. Detailed Review and Recommendation by LOB:
i.  Nalcor Energy - Oil & Gas (“QilCo”)
i. Nalcor Energy Marketing (“EM” or “Energy Marketing”)
iii. Nalcor Energy — Bull Arm Fabrication (“BAF")
iv. Nalcor Energy — Lower Churchill Project (“LCP”)

7. Summary and Next Steps

8. Appendices:
- APPENDIX A — Foreign Exchange Risk — Commentary on USD/CAD

L\ nalcor
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Purpose

« Toreview the YTD performance of the 2014 hedging programs, which
were approved in December of 2013

« Present an updated assessment of financial risk exposures facing each
LOB for 2015

— Analysis considers foreign exchange risk, commodity price risk, interest rate
risk, liquidity risk and counterparty risk

« Propose strategies for risk treatment in instances where either risk
mitigation or transfer is warranted

- For each LOB, risk mitigation strategies formulated in the context of the
market outlook, the overall risk profile, including an assessment of risk
capacity, and the Company’s Financial Risk Management Policy Statement
which has been approved by the Board of Directors
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Pages 239 - 247
have been fully
redacted and

replaced with this

page.
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Summary of Inherent Financial Risk Exposures for 2015 cont’d

B 08
a
K
Vi /
& e
iil Falls

e

CAPEX denominated in
various currencies, including
LSD, EURO and KRONER

No material exposure
identified (interest rate on
project debt fixed at blended
rate of 3.8% at financial
close)

As a result of fluctuations in
commaodity prices {fuel, oil,
copper, steel, etc.), contracts
based on variable pricing
formulas linked to
commodity prices come in
under/over budget

No material exposure
identified

{higuidity was addressed as
part of the financing strategy
through creation of @ working
capital reserve)

As a result of financial
difficulty, a major contractor
defaults and cannot
complete its scope of work,
resulting in cost overruns
and/or schedule delays

13
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Pages 249 - 258
have been fully
redacted and

replaced with this

page.
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2015 Financial Risk Management Strategy:
NALCOR ENERGY - LOWER CHURCHILL PROJECT

Q¥ nalcor
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LCP - Key Messages

e No significant change to the LCP financial risk profile for 2015

« With the Muskrat Falls project financing structure in place, which provides
access to fixed rate debt and reserves for working capital, interest rate
risk and liguidity risk remain insignificant

« Interms of addressing remaining financial risks in 2015:

- FXrisks and commodity price risks emanating from contracts with variable
input costs/foreign currencies will continue to be dealt with through the LCP
Contracting Strategy — if the contractor is better positioned to address these
risks, then to the extent possible the risks will be pushed off to the contractor

- Ensuring that major contractors have the financial capacity to complete the
contracts remains a priority — to that end, counterparty credit risk will
continue to be addressed through the LCP Contractor Creditworthiness
Verification Procedures, which apply to all contract packages > $10M

L\Pnalcor
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2015 Financial Risk Management Strategy:

SUMMARY AND NEXT STEPS

Page 160

35
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Financial Risk Management: Summary of 2015 Recommended Strategies

Line of
Business

Foreign
Exchange Rate

Ene?_gy- i
Marketing

LChurchilI Falb

e 1T

Interest
Rate

Commodity
Price

Liquidity
Risk

ﬂ‘ -
s
Lower MITIGATE — being ACCEPT - risks MITIGATE — being ACCEPT - risks addressed MITIGATE - Continue to
'C&urchlll addressed through LCP deemed minimal addressed through LCP via Project Financing participate in evaluation
_cg'Pio]e.ct Contracting Strategy Contracting Strategy structure of LCP related
LB contractors/ continue
i = 23 ongoing monitoring of
i b existing contractors
it 1o
Fa%tian r.;;
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Page 263 has
been fully
redacted and

replaced with this

page.
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2015 Financial Risk Management Strategy:

APPENDIX A: FOREIGN EXCHANGE RISK -
COMMENTARY ON USD/CAD
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Pages 265 - 275
have been fully
redacted and
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page.
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MF/LTA & LIL Project Finance Agreements

Proposed Amendments — Board of Directors Briefing
Nalcor Energy Board of Directors
November 28, 2014

- Boundless Energy

November 2014
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Purpose

e To provide the Board of Directors with a status
update on proposed amendments to the MF/LTA
and LIL Project Finance Agreements (“PFA”)
executed on November 29, 2013

LOWER CHURCHILL PROJECT . N n a!nceg 5-
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Background

» With implementation of PFA requirements following Financial Close (primarily
the monthly Funding Request process that has facilitated debt draws) the need
for amendments was identified and the Government of Canada was consuilted

» The principle amendments fall under the following categories:
- Definitional clarifications
- LIL LP tax related matters
- Working capital reserve account (“WCRA”) replenishment

» Review of draft amended PFA’s well advanced with the Canada and the

Collateral Agent (TD Bank)
- NLrepresentatives have also been engaged in the review process and discussions
on Government approval requirements ongoing
— Once “final” comments from all parties settled, amended PFA’s will go through
Nalcor Corporate Due Diligence process prior to execution

The proposed PFA amendments do not change the substantial rights or
obligations of the Nalcor LCP borrowing subsidiaries, NL or Canada

LOWER CHURCHILL PROJECT 3 & nalcor
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Amendments — Definitional Clarifications

The definitions of “Aggregate Eligible Account Balances”, “Funding Requirements” and
“Eligible Project Costs” are being amended to better align the monthly Funding Request
process under the MF/LTA and LIL PFA’s and associated Master Definitions Agreements
(“MDA") with the cash management procedures of the Project

The definition of “Debt Rateable Share” in the LIL PFA has been modified to adequately
compensate for the effects of Allowance for Funds Used During Construction (“AFUDC")
on the Debt-Equity Ratio (“DER”). These changes do not apply in the MF/LTA financing.
Other changes have also been made to the definition of “Debt Rateable Share” in order
to more accurately reflect the necessary calculations.

The definitions of “Project Budget” and “Project Schedule” have been modified, and
definitions for “Initial Project Budget” and “Initial Project Schedule” have been added.
This is needed to reflect the changes that have been made to the project budget since
Financial Close with approval of revised AFE’s in June 2014, and to capture potential
modifications to the project budget and schedule in the future.

LOWER CHURCHILL PROJECT 4 @ nalcor

energy



CIMFP Exhibit P-04054 Page 169

Amendments — LIL LP Tax Related Matters

« The Working Capital Reserve Account of the LIL LP cannot at this time be funded with
the $75M as originally anticipated. In order to aliow LIL LP to otherwise access to the
$75M in the event of urgent funding requirements, a revolving credit facility (within the
$2.4B of aggregate debt) is being proposed.

« LIL LP must be able to prepay interest to the Intermediary Trust, and subsequent
interest payments must be reduced by such interest prepayments.

« The annual Cost Overrun Escrow Account payment (which is pre-funded with equity
from Nalcor/NL) must be held at the LiL Holdco level until the LIL debt facility is fully
exhausted and LIL GPCo makes an equity cash call at that time. The LIL PFA originally
contemplated these funds being held in a Cost Overrun Escrow Account at the LIL LP
level.

- Exactly how this change will be incorporated into the LIL PFA/MDA and Nalcor Equity Funding
Agreement (“NEFA”) schedule found in the NL Development Agreement currently under
review by legal counsel

« All of the above changes are being made to comply with tax shelter rules associated
with Emera’s participation in the LIL LP. None of them apply to the MF/LTA financing.

LOWER CHURCHILL PROJECT 5 \\‘ nalcor
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Amendments — WCRA Replenishment

« In order to fix a mismatch that was identified subsequent to Financial Close between
the date of repayment of amounts drawn on the $75M Structured Deposit Note and
the date of repayment of WCRA (proposed LIL revolving credit facility) advances made
under the PFA’s, the debt drawdown date has been changed from the first business day
of the month following delivery of a Funding Request to the last business day of the
month during which a Funding Request was delivered.

LOWER CHURCHILL PROJECT \‘\‘ nalcor

energy



CIMFP Exhibit P-04054 Page 171

Next Steps

Management will re-engage with the Board once drafts of
amended PFA’s considered “final” and timing of NL approvals
confirmed to seek formal authorization to execute - currently
expect this could be December or early January

LOWER CHURCHILL PROJECT -,= & na!gpg[
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2014 Nalcor Plan Performance Report
Nalcor Energy Board of Directors

November 28, 2014
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Complete 95% of EES action plan items
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Metric HYDRO CHURCHILL LOWER OIL & GAS BULL ARM ENERGY

FALLS CHURCHILL FABRICATION | MARKETING
(Phase 2 )
Cash from
Operations N/A
Capital

Expenditures

Additional Approved
Capital Expenditures

Operating
Expenditures

Net Income

- Targets for metrics relevant to a particular line of business
- LCP financial targets based on total project cost, not annual budget

* Amounts in grey boxes represent annual forecast. )
** Capital expenditure value shown is Board approved with known carry overs. It does not include supplemental t_:apltal, uandgeted
carryovers from 2013 or large additional projects such as the new Holyrood CT, the Bay d’Espoir-Western Avalon Line or new line to

Labrador West.
QY nalcor
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Pages 286 - 334
have been fully
redacted and

replaced with this

page.
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Lower Churchill

Nalcor Energy Board of Directors
November 28, 2014

-
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Key Performance Measures
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Safety Performance October 31, 2014

Lead/Lag Ratio Lost Time Injury
TARGET: 600:1 Frequency Rate = 0.00
YTD: 1186:0 Lost Time ]
Injuries All Injury Frequency
Lagging Rate = 0.00
Indicators Medical
Treatment
Injuries
Incidents—Loss,
Leading Near Miss & First Aid
Indicators

Conditions,
Practices &
Commendations

LOWER CHURCHILL PROJECT 3 &‘ nalcor
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Environment

Lower Churchill Project Targets
2014 Actual Compared to Planned

5 aitsmC A3 ok Ty e RN T RN O et SOk S e s = £ b
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2014 Target: 95% of 4 Equals 4
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2018 YTD Actual: 2 of 1 Targets
1 e - B S i ) 5
] . e . . . : LA e i L i anh : ]
January February March April May June July August  September October November December
SN Planned W sctual (Total) Planned (C tative) = Actual (Cumulative) i 2014 Target
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2014 Lower Churchill Plan Highlights
GOAL LOWER CHURCHILL PROIJECT (Phase 1)

1. SAFETY
2. ENVIRONMENT

3. BUSINESS EXCELLENCE

Finance

Project
Execution

Integration

4. PEOPLE

5. COMMUNITY

LOWER CHURCHILL PROJECT @ nalcor
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Significant Events/Future
Risks and Opportunities

LOWER CHURCHILL PROJECT 6 & nalco
energy
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Phase 1 - MF, LIL, ML

Project Execution
« Total project workforce = 3,448 (85% NL residents)
o Construction continuing at Muskrat Falls site

o Completed concrete work on Spillway base slab,
continued rebar installation and concrete work on
piers to support installation of gates in 2015

o Continued steel erection and installation of
roofing/siding for Powerhouse cover system

o Received first delivery from China of components
for Turbines and Generators

LOWER CHURCHILL PROJECT \x‘ na!gg yr
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Muskrat Falls Generating Facility

South Dam intake/Powerhouse Tmnsiﬁ_m Dam  Spillway North Dam Rock Xnoil

| | * |
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Powerhouse Cover System
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Powerhouse Cover System
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CIMFP Exhibit P-04054

Spillway
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Spillway - Piers

LOWER CHURCHILL PROJECT 12 \\‘ nalcor
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LOWER CHURCHILL PROJECT
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Separation Wall
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Center Transition Dams
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Administration Building
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Sports Complex
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Sports Complex

LOWER CHURCHILL PROJECT 18 & nalcor
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Phase 1 — MF, LIL, ML (cont’d.)

e HVac transmission (MF — CF) construction continuing

O

@)

O

@

O

HVac ROW clearing complete

Assembly of towers (332 complete)
Installation of foundations (249 complete)
Installation of anchors (271 complete)
Erection of towers (15)

« HVdc construction (LITL) continuing

O

O

HVdc Right of Way clearing/road access continuing in
Labrador, will commence clearing on the Island Nov/Dec

Commenced foundation installation (16 complete)

LOWER CHURCHILL PROJECT 19 Q nalcor
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Phase 1 - MF, LIL, ML (cont’d.)

 HVdc construction continuing

o Materials for Island transmission construction continuing
to arrive in Argentia

e SOBI Marine Crossing

o Safely completed 2014 HDD drilling program on schedule
and under budget

o Forteau rock crushing program essentially complete
o Continuing subsea cable manufacturing

« Formally awarded contracts for Synch Condensers
and Switch Yards to Alstom

LOWER CHURCHILL PROJECT 20 @ na!ncepr
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LITL — Tower Foundation Installation
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LITL — Tower Foundation Installation
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LITL — Tower Foundation Installation
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LITL — Access Road Construction

LOWER CHURCHiILL PROJECT 24 & nalcor
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SOBI Transmission Cable Manufacturing
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Soldiers Pond
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LTA ROW
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LTA - Tower Erection
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LTA - Tower Erection
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Phase 1 - MF, LIL, ML (cont’d.)

Environmental

 All Project activities remain in compliance with

Government Regulations and project specific permit
stipulations

o Environmental oversight, and daily reporting,
continues at all Generation and Transmission
construction fronts. Additional local staff have been
hired to support new HVdc work fronts on the south
coast of Labrador

LOWER CHURCHILL PROJECT 30 & nalcor
energy
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Phase 1 — MF, LIL, ML (cont’d.)

Environmental

e Regular monthly meetings are being held with the
Province to review permit compliance

o The human health risk assessment has been initiated
with surveys being conducted with local residents in
the Lake Melville area

LOWER CHURCHILL PROJECT 31 \‘\‘ na|C0r
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Phase 1 — MF, LIL, ML (cont’d.)

Financing
e Financing
o Second interest payment for MF/LTA and LIL bonds due in
December

o Proposed amendments to Project Finance Agreements
("PFA") under review with Canada and the Collateral
Agent with execution currently expected Dec/Jan

o First pre-funded equity cost overrun payment per terms
of PFA due in December

LOWER CHURCHILL PROJECT - & nalcor
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Sharing our ideas in an open and supportive manner to achieve excellence.

Teamwork N
Open Communication

Fostering an environment where information
moves freely in a timely manner

Honesty and Trust

Being sincere in everything we say and do

Relentless commitment to protecting ourselves, our colleagues, and our community.

o Safety
Respect and Dignity

Appreciating the individuality of others by our words and actions

Le a d e rs h i p Holiding ourselves responsible for our

actions and performance
Empowering individuals to help,

guide and inspire others. ACCO u nta bi | ity
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RESOLUTION

79th NALCOR ENERGY BOARD OF DIRECTORS MEETING
NOVEMBER 28, 2014

RATIFICATION OF EMAIL APPROVAL — APPOINTMENT TO COMPENSATION
COMMITTEE

BE IT RESOLVED

THAT the emait approval of the Board of Directors of the

appointment of Gerry Shortall to the Compensation Committee of
the Board of Directors, be and it is hereby ratified.
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RESOLUTION

79th NALCOR ENERGY BOARD OF DIRECTORS MEETING
NOVEMBER 28, 2014

RATIFICATION OF EMAIL APPROVAL —- ELECTION OF L. ABBASS TO
SUBSIDIARY BOARDS

BE IT RESOLVED

THAT the email approval of the Board of Directors of the election
of Leo Abbass as a member of the Boards of Directors of
Labrador-1sland Link Operating Corporation and Nalcor Energy-
Bull Arm Fabrication Inc., be and it is hereby ratified.
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NALCOR BOARD MEETINGS
ANNUAL GENERAL MEETINGS (AGM)

AGENDA ITEMS

DATE

| LOCATION | COMPANY |

MEETING TYPE

AGENDA ITEMS

1°" QUARTER - (January - March)

JANUARY

ALL

Send out Interests Form to All Directors

MARCH

Level 6
Board
Room

NALCOR

BOARD

Audit (year end)
- Approval of Consolidated Financial Statements &
MDE&A
- Review Audit Results Report
Financial Report
- Financial Summary {Year End)
- Compliance Certificate
President’s Report
Year End Performance Report
- S Year Corporate Plan
Business Unit Reports {year end)
Appointment of Proxy for AGM (GIPCO)
Code of Business Conduct & Ethics Report (previous year)

2"° QUARTER (April - June)

APRIL

Level 6
Board
Room

NALCOR

BOARD

President’s Report
- Corporate Performance Review
Business Unit Reports
Financial Report
- Financial Summary
Compliance Certificate

May

Level &
Board
Room

NALCOR

BOARD

Approval of Q1 Statements and MD&A

JUNE

NALCOR

AGM

Corporate Overview
Financial Overview
Q&A

JUNE

tevel 6
Board
Room

NALCOR

BOARD

President’s Report
- Corporate Performance Review
Business Unit Reports
Finance Report
- Financial Summary
- Compliance Certificate
Approval of Annual Transparency and Accountability
Performance Report
Approval of Shareholder Resolutions (O&G, BA & GIPCQ)

3* QUARTER {July - September)

AUGUST

Level 6
Board
Room

NALCOR

BOARD

Approval of Q2 Statements and MD&A

Page 1 of 2
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NALCOR BOARD MEETINGS
ANNUAL GENERAL MEETINGS (AGM)
AGENDA ITEMS

DATE

LOCATION

COMPANY

MEETING TYPE

AGENDA ITEMS

SEPT.

Level 6
B8oard
Room

NALCOR

BOARD

President’s Report

- Corporate Performance Review
Business Unit Reports
Financial Report

- Financial Summary

- Compliance Certificate

4™ QUARTER (October — Decembey)

NOV.

Level 6
Board
Room

NALCOR

BOARD

NLH Mtg. first
before Nalcor Mtg

President’s Report
- Corporate Performance Review
- Corporate Plan (Upcoming year)
Board Committee Reports
Business Unit Reports
Financial Report
- Financial Summary
- Approval of Q3 Statements and MD&A
- Financing Plan (for upcoming year)
- Approval of Financial Risk Management Strategy (for
upcoming year)
- Approval of Operating and Capital Budget (for
upcoming year)
- Compliance Certificate
Meeting Schedule (for upcoming year)
Review Performance of Board and Mandate

Page 20f2
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NALCOR ENERGY
BOARD OF DIRECTORS

2015 MEETING SCHEDULE

Friday, March 13, 2015
Friday, April 24, 2015
Friday, May 22, 2015 (approval of Q1 Statements)
Friday, June 26, 2015
Friday, August 21, 2015 (approval of Q2 Statements)
September 25, 2015

Friday, November 27, 2015

Page 214
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Fw: Board Meeting with Innu
Brian Crawley to: Peter Hickman 11/27/2014 03:04 PM

Peter... one other thought... It is not uncommon for the Innu Nation board to sometimes invite
the chiefs from the two communities as well as a few others, so | would anticipate a group
larger than 14.

Brian

Brian Crawley

LCP-Corporate Integration Manager
PROJECT DELIVERY TEAM

Lower Churchill Project

t. 709 737-1499 c. 709 725-9145

e. BrianCrawley®lowerchur:

w. muskratfalls.nalcorenergy.com

This email communilcation is confldential and legally privileged. Any unauthorized repreduction, distribution or
disclosure of this email or any attachments is strictly prohibited . Please destroy/delete this email
communication and attachments and notify me If this emall was misdirected to you.

---—- Forwarded by Brian Crawley/NLHydro on 11/27/2014 03:03 PM -——-

From: Brian Crawley/NLHydro

To: Peater Hickman/NLHydro@NLHydro,

Cc: Gilbert Bennett/NLHydro@NL Hydro, Paul Harrington/NLHydro@NLHydro
Date: 11/2712014 02:19 PM

Subject: Re: Board Mesting with innu

Hi Peter - The Board for the Innu Nation is comprised of twelve representatives from the two
communities plus the Grand Chief and Deputy Grand Chief. What might be easiest would be to
have Nalcor's board invite the Innu Nation board to join them for a tour of the Muskrat Falls
site some time next year - say April or May - when construction and employment numbers will
be back at peak levels. This would include a lunch that would be served in the site cafeteria
where there can be a fair bit of interaction with some of the Innu workers who are employed
with the catering contractor. We did something similar - with snacks instead of lunch - for their
board in September when the new Grand Chief was elected and it was very well received .
Nalcor now has four Innu workers on staff and one on contract who could attend this tour, as
they did the last one, and help translate. We could do a joint briefing in the same building as
the cafeteria to keep it simple in which Ed or Gilbert can provide an overview of the kinds of
things we are doing to satisfy our IBA commitments, most of which are well beyond what we
are obliged to do. Ed has done this with the Grand Chief on a number of occasions but | do not
believe we have ever met with the full board. The Grand Chief may also use the opportunity to
share some thoughts or raise concerns, which would be appropriate .

If there's an interest in pursuing this, we can do a number of things that will be very well
received by both boards, and the Innu Nation in particular. For example over the last couple of
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years Nalcor has awarded scholarships to a number of Innu kids who are currently pursuing a
post secondary education. We could ask those kids who are still in the Province to come along
as well - we can find seats for them on the project's charter which goes to Goose Bay quite
regularly and probably have them back on the Island the next day.

One other consideration - Nalcor often makes contributions or donations to worthwhile or
charitable causes. | don't know what the plans are for 2015, but this could also serve as a great
opportunity to make an announcement for a service that is needed either in the Innu
communities or in Central Labrador in general. We have discussed this internally in the past
but may want to consult with the Innu Nation if there is a desire to move in this direction . You
may want to talk to Dawn before ralising it with the Board.

Hope that helps. Call if you need anything specific.
Brian

Brian Crawley

LCP-Corporate Integration Manager
PROJECT DELIVERY TEAM

Lower Churchill Project

t. 709 737-1499 . 709 725-9145

¢. BrianCrawley®lowerchurchllinrolect.ca

w. muskratfalls.nalcorenergy.

This email communication is confidential and legally privileged. Any unauthorized reproduction, distribution or
disclosure of this email or any attachments is strictly prohibited . Please destroy/delete this emall
communication and attachments and notify me If this emall was misdirected to you.

Peter Hickman Hi Brian. | tried calling you today but you weren'... 11/26/2014 05:34:13 PM
From: Peter Hickman/NLHydro
To: Brian Crawley/NLHydro@NL Hydro,
Date: 11/26/2014 05:34 PM
Subject: Board Meeting with Innu

Hi Brian. | tried calling you today but you weren't in your office and | then got tied up . | will be
in committee/board meetings for most of the day tomorrow so may not get a chance to call
you. can you outline in an email any details that 1 sure be aware of to mention to the Nalcor
board with respect to the proposed meeting with the innu Board, ie . when would be a good
time, where would it be, how many bodies we talking about, etc.

Thanks,
Peter





