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NALCOR ENERGY 
SEVENTY-EIGHTH MEETING OF BOARD OF DIRECTOR§ 

Happy Valley-Goose Bay Office 
Conference Room 
HVGB. Labrador 

1. Constitution ot the Meeting: 
• Chairperson - Ken Marshall 

• Secretary - Peter Hickman 

AGENDA 

• Notice of meeting sent out on September 16, 2014 
2. Safety Moment 
3. Approvat of Agenda 

THURSDAY 
October 2, 2014 

at 10:30 f.lm 

4. Verification ct 1he Minutes o1 the 7 4th, 7 s•n, 76u-. and n •~ meetings of the Board 
held on March 7 , March 21. June 20 and June 26, 2014 (RESOLUn ON) ...... .. ... ..... 1 

5. Bus lness Arising 
6. Action 'Li st. .... ..... ... ... .. ........ .. .. .......... .... ..................... .... .. ........ .. .. .... .. ..... ....... .... .. ... .. ....... ... 2 
7. Boa rd Committee Reports 

• Audit 
8. Financial Report 

• Financial Summary .............. .. ... ................................... .. ............... ........ ....... .... ... "' ... 3 
• NEM - Financial Recommendations (RESOLUTIONS) .................. ....... ... ............ .. .. 4 
• LCP Combined Financial Statements (AESOLUT,ON} .. ........ ... .. ... ...... .... ... .. ..... ... .... 5 
• Complia nee Certifica1e .. , ........ , ... ........... ................ ... .................. , ....... .. ... .. .....•......... 6 

9. President's Report 
• Corporate Performa nee Review ........ ... ............. .............. ..... ......... ..................... ...... . 7 

1 O. Business Unit Reports 
• Newfoundland and Labrador Hydro ... ...... ..... ... ........ .. ....... .. ... ..... ...... .. ...... ................ 8 

• CF (l )Co ..... .. ... .. .... .. .... ........ .. ... .. .. ... ........ .. ...... ......... .. ............ .... ... ..... ............. .... ..... . 9 
• Lower Churchill ., .. .. , ................. ......................... , .... .. ................... ...................... ........ 1 C 

• OH and Gas ............................ ........ .. ........................................ ................................. . A 
• Bull Arm ... .. ................................. ,. ............... , ...... ................. ......................... ... ........ .. B 
• Energy Marketing ............ ......... .............. .................... .. ................ ....... .......... ...... .... .. C 

11. Approval of By-Law No. 2 (RESOLUTION) ... ..... ....... ....... ...... ... ... ... ......... ....... ..... ... .......... . D 

12. Ratifk:ation of Email Resolution (RESOLUTION) ... ..... .. ... ... ..... .... ...... ... ..... ... ...... .. ... .......... E 
13. Appointment ot Officer (RESOLUTION) .... .... .. ... ...... ........ ...... .... ... .... .... .. .... .. ...... .... .......... F 

14. Other Business 
15. Da1e for next meeting 

~ Friday, November 28, 2014 
16. In Camera Session 
17. Termination 
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RESOLUTION 

78TH NALCOR ENERGY BOARD OF DIRECTORS MEETING 
OCTOBER 2. 2014 

VERIFICATION OF MINUTES 

BE IT RESOLVED 

THAT the minutes of the SEVENTY-FOURTH, SEVENTY-RFTH, 

SEVENTY-SIXTH and SEVENTY-SEVENTH meetings of the Board of 

Directors of Nalcor Energy held on March 7, 2014, March 21, 2014, June 

20, 2014 and June 26, 2014, respectively, 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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Pages 4 - 12 have 

been fully redacted and 

replaced with this page. 
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- - -------------
Financial Report 

Nalcor Energy Board of Directors 
October 2, 2014 

Boundl~~n.er~ --~~--~ 

August 31, 2014 
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Page 14 has been fully 

redacted and replaced 

with this page. 
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-------------------
Headlines (Cont'd.) 

• Capital spend in LCP - Phase 1 is down by $137 .6M offset by increased 
capital spend of $156.2M in Hydro (includes gas turbine of $110.0M). 

-- --
3 
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Pages 16 - 19 have 

been fully redacted 

and replaced with this 

page. 
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Highlights (cont'd.) 

• 

• Phase 1 - Lower Churchill Project 
- Budgeted net expenses of $0.SM 

- Forecast net expenses of $0.SM 

-- -- ---- - - --

- - - - - -
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-------------------
High lights (cont'd.) 

• Capita l Expenditures 

• A decrease in Gull Island capital expenditures of $16.3M 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 $137.6M mainly due to (i) later than 
planned award and commencement activities associated with the converter and 
switchyard construction and synchronous condensers; (ii) Later than planned 
award and commencement of activities associated with the HVdc and HVac 
transmission lines; and (iii) lower progress than planned on the Astaldi Powerhouse 
contract, however the forecast does predict a significant catchup in schedule out to 
the end of 2014. 

9 

CIMFP Exhibit P-04261 Page 10



Pages 22 - 23 have 

been fully redacted 

and replaced with 

this page. 
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Segment Earnings 
($ millions) 

Churchill Falls 

Energy Marketing 

Oil and Gas 

BuU Arm Fabrication 

Phase 1 Lower Church ill Project 

12 

- - - -
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Segment Earnings 
($ millions) 

Church ill Falls 

Energy Marketing 

OU and Gas 

Bull Arm Fabrication 

Phase 1 Lower Churchill Project 

12 

- - - -
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Pages 25 - 28 have 

been fully redacted 

and replaced with this 

page. 
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-------------------

Regulated Hydro 

August 31, 2014 

1.7 
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Pages 30 - 58 have 

been fully redacted 

and replaced with 

this page. 

CIMFP Exhibit P-04261 Page 16



-·- - - - - - - - - - - - - - - - - -

Lower Churchill 

August 31, 2014 

47 
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48 

- - - - - - - - - - - -
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------- - -------
Phase 1 Highlights 

• YTD actual costs of $636.0M for MF, L TA, and LIL are lower than YTD Project Budget 
baseline of $794.SM by $158.SM 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 $1,149.0M is lower than Project Budget baseline of $1,286.SM 
by $137.SM 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. 

-- ---------------
LOWER CHURCHILL PROJECT 49 
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Phase 1 Cost Summary 

($OOO's CAD) 
. 
YTD 2014 

Budget Actual Budget Forecast 

Owners Team, Admin & EPCM Services $ 68,107 $ 73,746 $ 102,326 $ 100,003 
Feasibility Engineering $ 594 $ - $ 891 $ -
Environmental & Regulatory Compliance $ 4,314 $ 2,307 $ 6,522 $ 4,644 
Aboriginal Affairs $ 1,989 $ 771 $ 2,766 $ 2,023 

Procurement & Construction $ 711,294 $ 556,714 $1,164,279 $1,028,324 

Commercial & Legal $ 8,.538 $ 2,469 $ 9,721 $ 13,969 

Sub-Total $ 794,836 $ 636,006 $1,286,506 $1,148,962 

Financing Costs $ 2,881 s 2,487 $ 4,624 $ 4,624 

Interest During Construction (Net) s 79,689 $ 77,073 ·s 119,688 $ 119,688 

Sub-Total $ 82,571 $ 79,560 $ 124,311 $ 124,311 

Total $ 877,407 $ 715,567 $1,410,817 $1,273,274 

Note: Actual costs above include currency impact of $5 in Owners Team, Admin & EPCM Services, $6,199 in Procurement and 
Construction, and $96 in Financing Costs. 

LOWER CHLJRCH/Ll PROJECT 50 

- - - - - -
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----------------- -
Phase 1 Capital Expenditures 

$1,600.0 
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• 2014 
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$877.4 

LOWER CHURCHILL PROJECT 

CapltalExpendltures 
Budget to Forecast 2014 

($millions) 

VTD Actual 

$715.6 

51 

2014 Budget 

$1,410.8 

Forecast 

$1,273.3 
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LOWER CHURCHILL PROJECT S2 

- - - -
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- - - ---------------
Muskrat Falls Highlights 

• YTD actual costs of $324.6M is lower than YTD Project Budget baseline of $388.2M by 
$63.SM primarily due to: 

• Lower progress than planned on the Astaldi Powerhouse contract. 

• Forecast capita l costs of $578.GM is lower t han Project Budget baseline of $588.0M by 
$9.4M primarily due to: 

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

-- -----------------------
LOWER CHURCHILL PROJECT S3 ~ nats9.r 
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I 

Muskrat Falls Cost Summary 

($000 1s CAD) 
~ -

YTD 2014 

Budget Actual Budget Forecast 
Owners Team, Admin & EPCM Services $ 31,326 s 35,191 $ 47,017 $ 47,397 
Feasibility Engineering s 83 s - $ 125 s -
Environmental & Regulatory Compliance $ 1,275 $ 2,178 ·$ 1,914 $ 3,117 
Aboriginal Affa irs $ 1,582 $ 766 $ 2,105 $ 1,725 
Procurement & Construction s 347,760 $ 284,510 $ 530,546 $ 517,970 

Commercial & Legal $ 6,144 $ 1,979 $ 6,307 $ 8,421 
Sub-Total $ 388,171 $ 324,623 $ 588,013 $ 578,630 

Financing Costs $ 1,224 $ 1,393 $ 1,957 $ 1,957 

Interest During Construction (Net) $ 34,970 $ 33,896 s 51,386 $ 51,386 

Sub-Total $ 36,195 $ 35,289 $ 53,343 $ 53,343 

Total $ 424,366 $ 359,913 $ 641,356 $ 631,973 

Note: Actual costs above include currency impact of $5 in Owners Team, Admin & EPCM Services, $472 in Procurement and 
Construction, and $40 in Financing Costs. 

LOWER CHURCHILL PROJECT 54 

- - - -

. 

-
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-------------------

------------ -
LOWER CHURCHILL PROJECT ss 
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Labrador Transmission Assets Highlights 
• YTD actual costs of $102.lM is lower than YTD Project Budget baseline of $137.3M by 

$35.2M primarily due to: 

• Lower progress than planned on the construction and clearing for the HVac line; 
• Lower progress than planned on the Earthworks, Switchyards and converter contracts. 

• Forecast capital costs of $175.4M is lower than Project Budget baseline of $208.SM by 
$33.lM 

• Lower progress than planned on the construction and clearing for t he HVac line; 
• Lower progress than planned on the Earthworks, Switchyards and converter contracts. 

LOWER CHURCHILL PROJECT 56 

- - - -
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- - - - - - - - - - ------
Labrador Transmission Assets Cost Summary 

($000 1s CAD) 
- - .. ~~ 

YTD 2014 

Budget Actual Budget Forecast 
Owners Team, Admin & EPCM Services $ 4,868 $ 17,109 $ 7,302 $ 20,427 

Feasibility Engineering $ 17 $ - $ 25 $ -
Environmenta~ & Regulatory Compliance $ 36 $ (7) $ 47 s (6) 

Aboriginal Affairs $ 60 $ - s 140 $ 75 

Procurement & Construction s 131,838 $ 84,565 $ 200,464 $ 153,731 

Commercial & Legal s 456 $ 430 $ 507 $ 1,197 

Sub-Total $ 137,275 $ 102,097 $ 208,485 $ 175,424 

Financing Costs $ 269 $ 200 $ 430 $ 430 

Interest During Construction (Net) $ 7,969 $ 7,275 $ 11,698 $ 11,698 

Sub-Total $ 8,238 $ 7,475 $ 12,128 $ 12,128 

Total $ 145,513 $ 109,572 $ 220,614 $ 187,552 

Note: Actual costs above include currency impact of $983 in Procurement and Construction, and $9 in Financing Costs. 

---- ----------
LOWER CHURCHILL PROJECT 57 
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-- -- -----------
LOWER CHURCHILL PROJECT 58 

- - - - - -
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-------- ----------
Labrador-Island Link Highlights 

• YTD actual costs of $209.3M is lower than YTD Project Budget baseline of $269.4M by 
$60. lM primarily due to: 

• Later than planned award and commencement of activities associated w ith 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 S081 Offshore contracts; 
• Lower EPCM staffing for LIL than budgeted. 

• Forecast capital costs of $394.9M is lower than Project Budget baseline of $490.0M by 
$95. l M primarily due to: 

• Later than planned award and commencement of activit ies associated with the HVdc 
t ransmission line; 

• Later than planned award and commencement of activit ies associated with the converter and 
switchyard construction, and synchronous condensers; 

• Lower EPCM staffing for LIL than budgeted. 

-- ------- ----· -- - - --- -- - -
LOWER CHURCHILL PROJECT 59 
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Labrador-Island Link Cost Summary 

($000's CAD) 
-

VTD 2014 

Budget Actual Budget Forecast 
Owners Team, Admin & EPCM Services $ 31,912 s 21,446 $ 48,007 s 32,179 
Feasibility Engineering $ 494 $ - $ 741 $ -
Environmenta, & Regulatory Compliance $ 3,003 $ 135 $ 4,561 s 1,533 
Aboriginal Affairs $ 347 $ 5 $ 521 $ 222 

Procurement & Construction $ 231,696 $ 187,640 $ 433,269 s 356,623 

Commercial & Legal $ 1,938 $ 60 s 2,907 $ 4,352 
Sub-Total $ 269,390 $ 209,286 $ 490,007 $ 394,908 

Financing Costs s 1,389 $ 894 s 2,237 s 2,237 

Interest During Construction (Net) $ 36,749 $ 35,902 $ 56,604 s 56,604 

Sub-Total $ 38,138 $ 36,796 $ 58,840 $ 58,840 

Total $ 307,528 $ 246,082 $ 548,848 $ 453,749 

Note: Actual costs above include currency impact of $4,744 in Procurement and Construction, and $47 in Financing Costs. 

LOWER CHURCHILL PROJECT 60 
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- - - ---------------

-- - ----
LOWER CHURCHILL PROJECT 61 
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Gull Island YTD Capital Expenditures 
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Capital Expenditures 
Budget to Forecast 2014 
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$2.8 $14.5 

Forecast 
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• Refundable transmission service deposits of $13.5 million are still budgeted for 2014, but to date no payments have been 
made. 

-· - ·-··- -·--·-- -- - ------------------------
LOWER CHURCHILL PROJECT 62 

- - -
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- - - - --------------

----- - ----- ----- -------------------
LOWER CHURCHILL PROJECT 63 
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Maritime Link YTD Capital Expenditures 
(Full Cost) 
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• Emera $127.9 

• Nalcor $1.4 

LOWER CHURCHILL PROJECT 

Capital Expenditures 
Budget to Forecast 2014 

($millions) 

YTD Actual 2014 Budget 
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64 

Forecast 

$191.9 

$2.1 

- -
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Pages 77 - 94 have 

been fully redacted 

and replaced with this 

page. 
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LOWER CHURCHILL PROJECT COMPANIES 
COMBINED AUDITED FINANCIAL STATEMENTS 

December 31, 2013 
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I 
LOWER CHURCHILL PROJECT COMPANIES 
COMBINED STATEMENT OF FINANCIAL POSITION 

I As at ~crm~r 31 (thausands of Canadian dollars} Notes 2013 2012 

ASSETS 

I Current assets 
Cash and cash equivalents s 1,952 
Restricted cash 5 525,472 

I 
Trade and other receivables 2,967 
• P!.,e22]d int! rest 1,239 

Total current assets 531,630 
Non-current assets 

I Property, plant and equipment 6 1,076,879 126,816 
Advances 1 15,000 
Investments 8 4,477,404 

I 
Total assets 6,100,913 126,816 

LIABILITIES AND PARTNERS' EQUITY 
Current liabilities 

I Trade and other e:ay:!bles 9 131,542 4,565 
Total current liabilities 131,542 4J.6S 
Non~current liabilities 

I 
Lons-term debt 10 5,001,239 
Deferred revenue 11 8,000 
Class A limited partnership units 12 133,009 122,251 
Class B limited partnership unit s 12 72,979 

I Total liabilities 5,346,769 122,251 
Shareholder's and partner's equity 

Share capital 13 2 

I Contributed capital 13 768,417 
Reserves (12,325) 
Deficit (1,950) 

I 
Total shareholder's arid partner's equity 754,144 
Total liabilities and shareholder' s and partner's equity 6,100,913 126,816 

I Set accompanying notts 

I On behalf of the Board: 

I DIRECTOR DIRECTOR 

I 
I 
I 
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LOWER CHURCHILL PROJECT COMPANIES 
COMBINED STATEMENT OF LOSS AND COMPREHENSIVE LOSS 

For thr yrar endrd CNcrmbrr 31 (with ,omporativrs /or thr f/vr montfu rndrd 
Oe,ember 31, 2012) (thousands of Ccmodion do/Ion) 

Operat ing cost s 
Other income and expense 

Loss for the period 
Other comprehensive loss for the period 
Total comprehensive loss for the period 

Srr occompc,nymg notrs 

Notes 2013 

137 
1,813 
1,950 

(1,9SOt 
(12,325f 
(14,27St 

2012 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
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----------------
LOWER CHURCHILL PROJECT COMPANIES 
COMBINED STATEMENT OF CHANGES IN PARTNERS' EQUITY 

(thousands of Canadian dollars} Notes 

Balance at January 1, 2013 and January 1, 2012 

Loss for the period 
Change in fair value of cash flow hedges 

Total comprehensive loss for the period 

Issuance of share capital 
Capital contributions 
Balance at December 31, 2013 

See accompanying not~ 

Share 
Capital 

2 

2 

Allocation to 
Contributed Class A 

Capital Reserves Limited Partner 

(37) 
(12,325) 

(12,325) (37) 

768,417 
768,417 (12,325) (37) 

- - -
Allocation to 

Class B 
Limited Partner Deficit Total 

(25) {1,888) (1,950) 
(12,325) 

(25) (1,888) (14,275) 
2 

768,417 
(25) (1,888) 754,1" 
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LOWER CHURCHILL PROJECT COMPANIES 
COMBINED STATEMENT OF CASH FLOWS 

For thl! ytor l!fldtd ~cl!mbl!r 31 (with comporotivl!s for thl! /iVI! mo11ths l!lldl!d Dl!Cl!mbl!r 
31, 2011} (th®sands of Ca11adia11 dollars) 

Cash provided by (used in) 
Operating act ivities 

Loss for the period 
Adjusted for items not involving a cash flow: 

Change In fair value of cash flow hedges 

Changes in non-cash working capital balances 

Net cash from operating activities 

Investi ng act ivities 
Net additions to property, plant and equipment 
Increase in investments 

Net cash used In investing activities 

Financing activities 
Issue of long-term debt 
Issue of Class B limited partnership units 
Increase in restricted cash 
Increase in deferred revenue 
Issuance of share capital 

Net cash from financing activities 

Net increase in cash 
Cash and cash eq uivalents at beginning of period 
Cash and cash eq uivalents at end of per iod 

Supplementary cash flow information (Note 19) 

Stl! occompa11ying notts 

Notes 

19 

6 
8 

10 
12 
s 

11 

2013 

(1,950) 

1,813 
(137) 

122,771 
122,634 

(194,778) 
(4,477,404) 
(4,672,182) 

S,001,239 
67,731 

(525,472) 
8,000 

2 
4,551,500 

1,952 

1,952 

2012 

4,S6S 

4,S6S 

(4,565) 

(4,565) 

I 
I 

I 

I 

I 
I 

I 

I 

I 
I 
I 

I 
I 

CIMFP Exhibit P-04261 Page 40



I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

1. NATURE AND DESCRIPTION OF THE PROJECT 

These combined financial statements include the historical financial information of the Labrador Island Link Limited 
Partnership (LIL LP), Muskrat Falls Corporation (Muskrat Falls), Labrador Transmission Corporation (Labrador Transco), 
Lower Churchill Management Corporation (LCMC) as well as the Li l Construction Project Trust (Project Trust), The 
Project Trust is a structured entity created for the purpose of obtaining financing and lending the proceeds to LIL LP. 
Collectively, the financial information from these combined companies is referred to as the lower Churchill Project 
Companies (the Project). 

Each of the entities was separat ely formed under the laws of the Province of Newfoundland and Labrador. Lil LP was 
formed on July 31, 2012, whereas Muskrat Falls, Labrador Transco and LCMC were formed November 13, 2013. As such, 
the comparative information for the first set of annual combined fin:ancitil statements for the Project only reflects those 
of LIL tP. 

The Project was e$tablished to carry on the business of designing, engineering, constructing, commissioning, owning, 
financing, operating and maintaining the assets and property constitut ing the Labrador-Island Link (the UL), the 
Labrador Transmission Assets {th, LTA) and the Muskrat Falls (MF) hydro-~lectric plant. 

2. SIGNIFICANT ACCOUNTING POLICIES 

2.1 Statement of Compliance and Basis of Measurement 

These annual combined financial statements have been prepared In accordance wit h International Financial Reporting 
Standards (IFRS) as issued by the International Account ing Standards Board (lASB). The Project has adopted accounting 
policies which are based on the IFRS applicable as at December 31, 2013, and includes individual IFRS, International 
Accounting Standards (IAS), and interpretations made by the IFRS Interpretations Committee (JFRICI and the former 

Standing Interpretations Committee (SIC). 

These combined financial statements have been prepared on a historical cost basis. The annual combined financial 
statements are presented In Canadian dollars and all values rounded to the nearest thousands, except when otherwise 

noted. 

The combined financial statements reflect the financial position and financial performance of the Project and do not 
include other assets, liabilities, revenues, and expenses of the partners of the LIL LP. 

These combined financial statements were approved by the Nalcor Board of Directors on DATE 2014. 

2.2 Basis of Combination 

2. 

These combined financial statements include the financial statements of the LIL LP, Muskrat Falls, Labrador Transco, 
LCMC as well as the Project Trust. 

The Project includes the financial statements of investees (including structured entities) only when it has control as 
defined in lFRS 10-Combined Financial Statements (IFRS 10). In accordance with IFRS 10, control is achieved when the 

Project: 

• has power over the relevant activities of the investee; 

• is exposed, or has rights, to variable returns from its involvement with the investee; and 

• has the ability to use its power to affect those variable returns. 
SIGNIFICANT ACCOUNTING POLICIES (cont'd.I 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

2.2 Basis of Combination (cont'd.) 
Based on the criteria outlined in IFRS 10, the Project has determined that the LIL LP controls the Project Trust for 
financial reporting purposes. The Project Trust is a structured entity created for the purpose of obtaining financing and 
lending the proceeds to LIL LP. The LIL LP uses judgement in assessing many factors to determine control of the Project 
Trust, including its exposure to variability in the Project Trusts' investments and its role in the formation of the Project 
Trust. The Project has determined that Muskrat Falls and Labrador Transco are not the primary beneficiaries of the 
Muskrat Falls/Labrador Transmission Assets (MF/LTA) Funding Trust and that the LIL LP does not control the Labrador
Island Link (Lil) Fundlng Trust and has not included the results of the Funding Trusts in these combined financial 
statements. 

Z.3 Cash and Cash Equivalents 

Cash and cash equivalents consist of Government of Canada Treasury Bills, Bankers' Acceptances and Term Deposits 
drawn on 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 are recorded at cost while short-term 
investments are measured at fair value. 

Z.4 Trade and Other Receivables 

Trade and other receivables are classified as 'loans and receivables' and are measured at amortized cost using the 
effective Interest method. 

Z.5 Property, Plant and Equipment 

Items of property, plant and equipment are recognized using the cost model and thus are recorded at cost less 
accumulated depreciation and accumulated impairment losses, if any. Cost includes materials, labour, contracted 
services, professional fees and finance costs capitalized in accordance with the Project's borrowing costs policy outlined 
in Note 2.6. Costs capitalized with the related asset include all those costs directly attributable to bringing the asset into 
operation. 

Property, plant and equipment are not depreciated until assets are substantially complete and ready for their intended 
use 

Z.6 Borrowing Costs 

2. 

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 were incurred. 

SIGNIFICANT ACCOUNTING POLICIES (cont'd.t 

- 2 -
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

2.7 Impairment of Non-Flnanclal Assets 

At the end of each reporting period, the Project 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 anyl, 

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 ofan asset is estimated to be less than its carrying amount, the 
carrying amount of the asset Is reduced to its recoverable amount. An impairment loss is recognized immediately In 
profit or loss. 

2.8 Provisions 

A provision is a liability of uncertain timing or amount. A provision is recognized if the Project 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 usin1 a discount rate that reflects the current market assessments of the time value of 
money and the risks specific to the obl igation. Provisions are re-measured at each statement of financial position date 
using the current discount rate. 

2.9 Net Finance Income and Costs 

For all financial instruments measured at amortized cost, interest income or expense is recorded usin1 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 liability. 

2.10 Foreign Currencies 

Transactions in currencies other than the Project's functional currency (foreign currencies), which is Canadian dollars, 
are reco1nlzed at the rates of exchange prevailing at the dates of the transactions. At the end of each reportin1 period, 
monetary items denominated in foreign currencies are translated at the rates of exchange in effect at the period end 
date. Foreign exchange gains and losses are included in profit or loss for the year as finance costs. 

2.11 Income Taxes 

No provision is made in the accompanying combined financial statements for Canadian federal, provincial, or local taxes 
since any such liabilities are the responsibility of the Individual partners and not that of the Project. 

2.12 Flnandal Instruments 

Financial assets and financial liabilities are recognized in the statements of financial position when the Project becomes 
a party to the contractual provisions of the instrument and are initially measured at fair value. Subsequent 
measurement is based on classification. Financial instruments are classified into the following specified categories: 
financial assets 'at fair value through profit or loss' (FVTPL), financial liabilities FVTPL, 'held-to-maturity' investments, 
'available-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. 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd.t 

2.12 Financial Instruments {cont'd.) 

Classification of Financial Instruments 
The Project 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; financial liabilities at FVTPL; and other financial 

liabilities. 

Cash and cash equivalents 
Restricted cash 
Trade and other receivables 

Investments 
Trade and other payables 
Long-term debt 
Partnership unit liabilities 

Financial Assets 

(i) Effective Interest Method 

Loans and receivables 
Loans and receivables 
Loans and receivables 
Held to maturity investments 
Other financial liabilities 
Other financial liabilities 
Other financial liabilities 

The effective interest method is a method of calculating the amortized cost of a debt instrument and allocating 
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 flnancial assets classified as at 
FVTPL. 

(ii) Financial Assets at FVTPL 

Financial assets are classified as at FVTPL when the financfal 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 the Project 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. 

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 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd.) 

2.12 Flnanclal Instruments (cont'd.) 

Financial Assets (cont'd.) 

(ii) Financial Assets at MPL (cont'd.) 

• 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 the Project'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 IAS 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 
profit or loss. The net gain or loss recognized in profit or loss incorporates any dividend or interest earned. 

(iii) Held-to-Maturity Investments 

Non-derivative financial assets with fixed or determinable payments and foted maturity dates that the Project 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 (reserves) 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 previouslv 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 and Equity Instruments 

(vi) Classification as Debt or Equity 

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

. s -
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd.) 

2.12 Flnandal Instruments (cont'd.) 

Financial liabilities and Equity Instruments (cont'd.) 

(viii Financial Liabilities at FVTPL 

A financial liability may be classified as at FVTPL if the contracted liability contains one or more embedded 
derivatives, and if the embedded derivative(s) significantly modify the cash flows or is (are) not closely related to 

the host ,;ability. 

(viii) Other Financial Liabtllties 

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, 

2.13 Dereco1nltlon of Flnanclal Instruments 

The Project 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 the Project neither transfers nor retains substant ially all the risks and rewards of ownership and continues to 
control the transferred asset, its retained interest in the asset and an associated liability for amounts 1t may have to pay 
is recognized. If the Project retains substantially all the risks and rewards of ownership of a transferred financial asset, it 
continues to recognize the financial asset and also recognizes a col1ateralized borrowing for the proceeds received. The 
Project derecognlzes financial liabilities when, and only when, its obligations are discharged, cancelled or they expire. 

2.14 Impairment of Flnanclal 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 initial 
recognition of the financia I 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 

• 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 the Project'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 correlate 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. 

· 6 · 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd.) 

2.14 Impairment of Flnanclal Assets (cont'd.) 

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 uncollectlble, 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. 

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 loss is reversed through 
profit or loss to the e,rtent 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. 

2.15 Derivative Instruments and Hed1ln1 Activities 

Derivative instruments are used by The Project to manage risk. The Project's policy Is not to utilize derivative 
instruments for speculative purposes. The Project may choose to designate derivative instruments as hedges and apply 
hedge accounting if there is a high degree of correlation between the price movements in the derivative Instruments 
and the hedged items. As at December 31, 2013, Muskrat Falls is the only entity within the Project engaged in hedging 
activities. Muskrat Falls formally documents all hedges and the related risk management objectives at the inception of 
the hedge. Derivative instruments that have been designated and qualify for hedge accounting are classified as either 
cash flow or fair value hedges. 

3. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS 

The preparation of these combined financial statements in accordance 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 including, but not limited to, allocations of costs among entities. Actual results 
may materially differ from these estimates. 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 the revision and future periods if the revision affects both current and future periods. 

3,1 Use of Estimates and Judgements 

Partnership Unit Liabilities 
The Partnership Unit Liabilities are exclusive to the LIL LP. The LIL LP determines the fair value of the limited A and 
Limited B units at each financial reporting date. These units represent the limited partners' ownership interest in the LIL 
LP. Due to the nature of the liabilities and lack of comparable market data, the fair value of the Limited A and Limited B 
units is determined using the present value of future cash flows. Significant assumptions used in the determination of 

fair value include estimates of the amount and timing of future cash flows and the discount rate. 

The process of valuing financial II abilities for which no published market price exists is based on inherent uncertainties 
and the resulting values may differ from values that would have been used had a ready market existed for the liability. 

These differences could be material to the fair value of the financial liabllity. 

Consolidation of Structured Entities 
Management applies 1ts judgment when determining whether to consolidate structured entities in accordance with the 
criteria outlined in IFRS 10. Management has determined that the Project should combine the Project Trust but not 

either of the Funding Trusts. 

- 7 -
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

4. FUTURE CHANGES IN ACCOUNTING POLICIES 

The Project has not applied the following new and revised IFRSs that have been issued but are not yet effective: 

IFRS9 
Amendments to IFRS 9 and IFRS 7 
Amendments to IAS 32 

Financial lnstruments2 

Mandatory Effective Date of IFRS 9 and Transition Disc\osures2 
Offsetting Financial Assets and Financial Liabilitles1 

1 Effective for annual periods beginning on or after January 1, 2014, with earlier application permitted. 
2 Tentatively effective for annual period beginning on or after January 1, 2018. 

4.1 IFRS 9 - Flnanclal Instruments and IFRS 7 - Flnandal Instruments: Disclosures 

IFRS 9, issued in November 2009, introduced new requirements for the classification and measurement of financial 
assets. IF RS 9 was amended In October 2010 to include requirements for the classification and measurement of financial 
liabilities and for derecognltion. 

Key requirements of IFRS 9 are described as follows: 

• All recognized financial assets that are within the scope of IAS 39 are to be subsequently measured at amortized cost 
or fair value. Specifically, debt investments that are held within a business model whose objective is to collect the 
contractual cash flows, and that have contractual cash flows that are solely payments of principal and interest on the 
principal outstanding are generally measured at amortized cost at the end of subsequent accounting periods. AU other 
debt Investments and equity investments are measured at their fair value at the end of subsequent accounting 
periods. In addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the fair 
value of an equity investment (that Is not held for trading) In other comprehensive income (loss), with only dividend 
income generally recognized in profit or loss. 

• With regard to the measurement of financial liabilities designated as at fair value through profit or loss, IFRS 9 
requires that the amount of change In the fair value of the financial liability, that is attributable to changes in the 
credit risk of that liability, is presented in other comprehensive income (loss), unless the recognition of the effects of 
changes in the liability's credit risk in other comprehensive Income (loss) would create or enlarge an accounting 
mismatch in profit or loss. Changes In fair value attributable to a financial liability's credit risk are not subsequently 
reclassified to profit or loss. Previously, under IAS 39, the entire amount of the change In the fair value of the financial 
liability designated as fair value through profit or loss was presented in profit or loss. 

As a result of changes to IFRS 9, amendments were also made to IFRS 7 regarding classlfication of financial Instruments 
for disclosure purposes. 

4.2 Amendments to IAS 32 

The amendments to IAS 32 clarify the requirements relating to the offset of financial assets and financial liabilities. 
Specifically, the amendments clarify the meaning of 'currently has a legally enforceable right of set-off and 
'simultaneous realization and settlement'. 

Management continues to assess the impact of these standards that are issued but not yet effective. 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

5. 

I. 

7. 

CASH AND CASH EQUIVALENTS 

As at December 31, 2013, cash and cash equivalents consist entirely of cash. 

Restricted cash is held in accounts administered by a collateral agent for the sole purpose of funding construction costs 
related to the Project. The Project draws funds from these accounts on a monthly basis in accordance with procedures 
set out in the Labrador-Island Link Project Finance Agreement (LIL PFA) and the Muskrat Falls/Labrador Transmission 
Asset Project Finance Agreement (MF/LTA PFA). 

PROPERTY, PLANT AND EQUIPMENT 

Capitalized costs related to the construction of the LIL, Muskrat Falls hydro-electric facility and Labrador Transmission 
Assets for the periods ended 2012 and 2013 are shown in the table below: 

{thousands of Canadian dollars) 

Cost 
Balance at July 31, 2012 

Contributions 
Additions 
Balance at December 31, 2012 
Contributions 
Additjons 
Balance at December 31, 2013 

Construction 
in Progress 

121,380 
S,436 

126,816 
739,279 
210,784 

1,076,879 

As at December 31, 2013, all amounts recorded in construction in progress relate to the development of the LIL, LTA and 
the MF hydro-electric facility. 

On November 30, 2012, Nalcor contributed construction in progress with a fair value of $883.8 million to the Project. 

Capitalized Borrowing Costs 
The construction of the LIL, LTA and MF hydro-electric facility was sanctioned in December 2012 and is expected to take 
several years to complete. The construction is being financed, in part, through the issuance of long-term debt. During 
2013, $5.7 million of borrowing costs associated with long-term debt were capitalized. The effective interest rate of the 
debt is 3.80% to 3.83%. The Project capitalized borrowing costs associated with the Limited A units and Limited B units 
of $16.0 million (2012 - $0.9 million) as non-cash additions to property, plant and equipment. 

ADVANCES 

Advances consist of deposits paid to contractors on long-term construction contracts in relation to the MF hydro-electric 
facility. 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

8. INVESTMENTS 

In December 2013 t he Project purchased three structured deposit notes using the proceeds from the Issue of long-term 
debt. 

9. 

Details on the investments are as follows: 

(lhousands of Canadian Dollars} 

Two $75.0 million Floating Rate Deposit Notes, with interest paid at the one-month 
Canadian Dealer Offer Rate (COOR) plus 0.38%. 

$883.5 mtllion Amortizing Floating Rate Deposit Note, with interest paid at the one

month CDOR plus 0.38%. 

$1,325.3 million Amortizing Fixed Rate Deposit Note, with interest paid at a rate of 
1,6182% per annum 

$478.2 million Amortizing Floating Rate Deposit Note, with interest paid at the 
one-month CDOR plus 0.38%. 

$1,912.7 million Amortizing Fixed Rate Deposit Note, with interest paid at a rate 
of 1.5937% per annum 

TRADE AND OTHER PAYABLES 

The composition of trade and other payables is as follows: 

(thousands of Canadian dollars) 

Trade payables 
Accrued interest 
Related party payables 

Other payables 

- 10 -

2013 2012 

150,000 

879,369 

1,319,052 

425,796 

1,703,187 

4,477,404 

2013 2012 
119,733 

9,217 
1,546 4,565 
1,046 

131,542 4,565 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

10. LONG-TERM DEBT 

Details of long-term debt are ai follows: 

Face Coupon Year of Year of 
Value Rate% Issue Matur~ 

(mll//011s of Co11odro11 do/tars) 2013 2012 
LIL LP 

Tranche A 725,000 3,76 2013 2033 725,304 
Tranche B 600,000 3,86 2013 2045 600,114 
Tranche C 1,075,000 3.8S 2013 2053 1,075,225 

Muskrat Falls/Labrador Transco 
Tranche A 650,000 3.63 2013 2029 650,234 
Tranche B 675,000 3.83 2013 2037 675,107 
Tranche C 1,275,000 3.86 2013 2048 1,275,255 

Total debentures 5,000,000 5,001,239 

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 IT PFA, the LIL Funding Trust agreed 
to provide a non-revolving credit facility (LIL Construction Facility) in the amount of $2.4 billion available in three 
t ranches (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 eicclusively for the construction of the LIL 

On December 13, 2013, all three tranches of the Lil Construction Facility where 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 UL LP draws 
funds from this account on a monthly basis in accordance with procedures set out in the LIL PFA. 

The role of the collateral agent is to act on behalf of the lend Ing 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 collateral 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 and Labrador Transco entered into the MF/LTA PFA with the Muskrat 
Falls/Labrador Transmission Assets Funding Trust (MF/L TA Funding Trust). Under the terms and conditions of the 
MF/LTA PFA, the MF/LTA Funding Trust agreed to provide a non.revolving credit facility (MF/LTA Construction Facility) in 
the amount of $2.6 billion available in three tranches (Tranches A, Band C). The purpose of the MF/LTA Funding Trust is 
to issue long-term debentures to the publlc, which debt is guaranteed by the Government of Canada and to on-lend the 
proceeds to Muskrat Falls and Labrador Transco. Muskrat Falls and the Transco are both jointly and severally liable for 
the full amount of the credit facility. 

• 11 • 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

10. LONG-TERM DEBT (cont'd.) 

On December 13, 2013, alt three tranches of the MF/LTA Construction Facility were drawn down by way of a single 
advance of $2.6 billion. Under the terms of the MF/LTA PFA, the $2.6 billion advance is held in an account administered 
by the collateral agent w ith a portion of the funds invested in structured deposits notes. Muskrat Falls and Labrador 
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 faciUty totals $2.1 billion and is to be used exclusively for the construction of the 
MF hydro-electric facility. Labrador Transco's portion of the drawings under the facility totals $0.5 billfon and is to be 
used exclusively for the construction of the LTA. 

The role of the collateral agent is to act on behalf of the lending parties, including the MF/LTA 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, Muskrat Falls and Labrador Transco have granted to the collateral agent first 
ranking liens on alt 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. 

11. DEFERRED REVENUE 

If certain predefined terms are met, Labrador~lsland link Operating Corporation (LIL Opco) may be required to prepay 
rent in accordance with the LIL Lease Agreement. For the year ended December 31, 2013, Lil Opco paid $8.0 million to 
the Project. The Project has recognized these prepayments as deferred revenue which will be amortized to income once 
the LIL is in-service. 

12. PARTNERSHIP UNIT UABILmES 

Debt and equity Instruments issued by LIL LP are classified as either financial liabilities or as equity in accordance with 
the substance of the contractual arrangements and the definitions of a finandal Uability and an equity instrument. 

The Lil LP has four classes of unit s; Class A, Class a, Class C and the General Partner unit. The Class A and B unit holders 
and the General Partner are each entitled to voting rights, mandatory distributions and allocations of profit and loss as 
provided by the terms of the LIL limited Partnership Agreement. The Class C unit holder is not entitled to voting rights, 
distributions or allocations of profit and loss, but may share in the remaining assets of the LIL LP in a liquidation after 
full recovery of the outstanding capital accounts of the Limited A and Limited B unit s. 

12.1 Description of the Class A and Class B limited Partnership Unit Uabllities 

Limited A units and Limited 8 units issued to the limited partners represent LIL Holdco's and Emera NL's interests in the 
LIL LP, respectively. The Limited A units and limited B units have certain rights and obligations, including mandatory 
distributions, that result in the classificat ion of these units as 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. All finance expenses 
associated with the Limited A and Limited 8 units have been capitalized. 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

12. PARTNERSHIP UNIT LIABILITIES (cont'd.) 

12.2 Class A Limited Partnership Unit Liabilities 

In 2012, the Limited A units were issued as consideration for LIL assets the LIL LP received from LIL Holdco. The 
components of the change in balances in t he Limited A units are as follows: 

(tho11sands of Canadian dollar,} 

Class A limited Partnership unit li -ribilities at beginning of period 
Units issued 
Accrued interest 

Class A limited Partnership unit liabilities at end of period 

12.3 Class B Umlted Partnership Unit llabilltles 

Units 
75 

75 

2013 Units 2012 

122,251 
75 121,380 

10,758 871 
133,009 75 122,251 

In 2013, the Limited 8 units were issued as considerations for cash contributed by Emera NL. The components of the 
change in balances in the Limited 8 units are as follows: 

(thousands of Canadion dollars} 

Class B limited Partnership unit liabilities at beginning of period 
Units Issued 
Accrued interest 

Class B limited Partnership unit liabilities at end of period 

13. SHAREHOLDER'S EQUITY 

13.1 Issued tapltal 

Units 

25 

25 

The issued capital of the Project as at December 31, 2013 is summarized below; 

(thousands af Canadian dollar5) 

Share capital 

Authorized - unlimited 

Issued, fully paid and outstanding - 200 

13.2 Shareholder Contributions 

(thousands of Canadian dollars) 

Contributed capital 

2013 

67,731 
5,248 

72,979 

Units 2012 

2013 2012 

2 

2013 2012 

768,417 

During 2013, Nalcor made cash contributions to Muskrat Falls totaling $14.1 million. Nalcor also contributed 
property, plant and equipment to Muskrat Falls and Labrador Transco in the amount of $762.4 million and associated 
advances of $15.0 millton and liabilities of $23.1 million. 

· 13 . 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

14. NET FINANCE INCOME AND COSTS 

(thousandt of Canodlan dollars) 

Finance income 
Interest on investments 
Other interest income 

Finance costs 
Interest on Partnership unit liabilities 
Interest on long-term debt 

Interest capitalized during construction 
Net finance costs 

15. CAPITAL MANAGEMENT 

2013 2012 

2,252 
1,286 
3,538 

116,006) 
(9,217) 

(25,223) 
21,685 

The capital structure of the Project is comprised of share capital, contributed capital net of deficit, partner capital 
(issued unfts, cash calls and retained earnings) and long-term debt. The capital structure is adjusted through the amount 
of distributions paid to the Partners as well as capital contributions. 

The Project' s objectives for managing capital are to maintain its abilfty to continue as a going concern, to fund the 
construction of its assets while providing its partners the required return, and to ensure timely payment of its 
contractual obligations as they relate to the construction of the Lil, LTA and MF hydro-electric facflity. 

The Project's requirements for capital are expected to increase commensurate with progress on constructron. During 
this time, it is expected that proceeds from the Construction Facilities and contributed capital will be sufficient to fund 
the development of the assets. Additional requirements will be funded entirely through contributed capital. Nalcor 
Energy, as well as the Province of Newfoundland and Labrador have provided guarantees of equity support in relation to 
the construction of the Project. These guarantees, together with the proceeds from long-term debt, will ensure 
sufficient funds are available to finance construction. 

16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

16.1 Fair Value 

The estimated fair values of financial instruments as at December 31, 2013 and 2012 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 
reflecting various degrees of risk. As such, the fair value estimates below are not necessarily indicative of the amounts 
that the Project might receive or incur in actual market transactions. 

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

I 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont'd.) 

16.1 Fair Value 

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 on quoted prices (unadjusted) in active markets for identical assets or Uabilities. 

Level 2 . valuation techniques based on inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (i.e. as prices) or indirectly li.e. derived from pri~s). 

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. 

Level 

(thousands of Canadian do/lots) 

Financial assets 
Cash and cash equivalents 1 
Restricted cash 1 
Other receivables 1 
Investments 2 

Financial liabilities 
Trade and other payables 1 
Long·term debt 2 
Class A limited partnership units 3 
Class B limited partnership units 3 

Carrying 
Value 

2013 

1,952 
S25,472 

2,967 
4,477,404 

131,542 
5,001,239 

133,009 
72,979 

Fair 
Value 

1,952 
525,472 

2,967 
4,476,229 

131,542 
4,991,121 

133,009 
72,979 

Carrying 
Value 

2012 

4,565 

122,251 

Fair 
Value 

4,565 

122,251 

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

The table below sets forth a summary of changes kl fair value of the Project's level 3 financial liabilities given a one 

percent change in the discount rate applied to the future cash flows: 

(thousQnds of Co/lCJdiuri dollars) 

Limited A units 

Limited B units 

Total 

1% increase in discount rate 

129,600) 
(36,000) 

(65,600) 

1% decrease in discount rate 

35,500 
44,200 
79,700 
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Cont'dt 

16.2 Financial Risk Management 

The Project is exposed to credit, liquidity and market risks through its operating, investing and financing activities... 

(al Credit Risk 

The Project's expected future cash flows are exposed to credit risk through financing activities, based on the risk of 
non-performance by counterparties to financial instruments. 

Credit risk on cash and cash equivalents, restricted cash and investments is minimal, as the Project's deposit s are 
held by Canadian Schedule 1 Chartered Banks with rating$ of A+ and AA- (Standard and Poor's). 

(bJ Liquidity Risk 

(c) 

The Project is exposed to liquidity risk with respect to its contractual obligations and financial liabilities. Activities 
around liquidity risk management are directed at ensuring cash is available to meet those obligations as they 
become due. Short-term liquidity is provided through cash and cash equivalents on hand. The Project can access 
the funds drawn down from the LIL Construction Facility and equity contributions for the payment of construction 
costs as well as interest payments. 

The following are the contractual maturities of the Project's financial liabilities, including principal and interest, as at 
December 31, 2013: 

(thousands of Canadian dollars) < 1 Year 1-3 Years 3-5 Years > 5 Years Total 

Trade and other payables 132,879 132,879 
Long-term debt (including interest) 189,470 380,941 380,941 9,655,861 10,607,213 
Unit A partnership units 2,630 130,379 133,009 
Unit 8 Project partnership units 4,425 68,SS4 72,979 

322,349 380,941 387,996 9,854,794 10,946,080 

Market Risk 

The Project is exposed to possible market price movements that could Impact expected future cash flow and the 
carrying value of certain financial assets and liabilities. 

Interest Rates 
Changes In prevailing interest rates will impact the fair value of financial assets and liabilitles. Expected future cash 
flows from these assets and liabilities are also impacted in certain circumstances. The following table illustrates the 
Project's exposure to a 50 basis point (bps) change in interest rates: 

(thousaflds of Canadian dol/cirs) 

Interest on investments 

50 bps 
Decrease 

(2231 

Profit 

50bps 
Increase 

223 

Throughout December 2013, Muskrat Falls entered into a series of nine bond forward rate agreements with a 
notional value of $2.0 billion to mitigate Interest rate exposure on the impending long-term debt issuance. These 
contracts provided Muskrat Falls with an average yield on the underlying Government of Canada 4.0% Bonds 
(maturing June 1, 2041) of 3.2547" . 

-16 -
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Cont'd) 

16.2 Flnanclal Risk Management (cont'd.I 

(c) Market Risk (cont'd.) 

Foreign Currency and Commodity Exposure 
The Project does not hold any financial instrument whose value would vary due to changes in a commodity price or 
fluctuations in foreign currency eiichange rates. Cash flow exposure to commodity price and foreign exchange risk 
arises primarily through investing activities, most notably US dollar and Euro denominated capital expenditures, and 
regular procurement activities. Exposure arising from capital expenditures is evaluated on a case by case basis. 
Where possible, contacts are denominated in Canadian dollars. 

16.3 Hed1e Accountln1 

17. 

In December 2013, Muskrat Falls entered into nine bond forward contracts totaling $2.0 billion to hedge the interest 
rate risk on the forecasted issue of long-term debt. These contracts were designated as part of a cash flow hedging 
relationship and the resulting change in fair value of $14.1 million was recorded $12.3 million in other comprehensive 
income (loss) with $1.8 million of ineffectiveness recognized immediately in other income and expense. The loss will be 
recognized in profit or loss over the same period as the related debt instruments which mature between 2029 and 2048. 

RELATED PARTY TRANSACTIONS 

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

Related Party 

LIL Holdco 
Emera NL 
Nalcor 

LIL Opco 
LIL GP 
LIL Funding Trust 
Hydro 
MF/LTA Funding Trust 

Relationship 

Limited Partner holding 75 Class A limited partnership units of LIL LP 
Limited Partner holding 25 Class B limited partnership units of LIL LP 
100% shareholder of LIL Holdco, Labrador Transco, LCMC, LIL Opco, LIL GP and 
Muskrat Falls 
Wholly - owned subsidiary of Nalcor Energy 
General partner of LIL LP, wholly-owned subsidiary of Nalcor 
Party to the IT PFA 
Wholly-owned subsidiary of Nalcor 
Party to the MF/LTA Project Finance Agreement 

(a) In its normal course of opreations, The Project receives engineering, technical, management and administrative 
services from Nalcor. As at December 31, 2013, Labrador Transco had intercompany payanbles owing to Nalcor of 
$S.O million which is recorded as part of trade payables. 

(b) In February 2013, Emera NL contributed $67.7 million In exchange for 2S Class B partnership units. 

(c) For the year ended December 31, 2013, LIL Opco prepaid rent in the amount of $8.0 million (2012 - $nil). 

(d) In November 2012, Nalcor contributed construction in progress to the LIL LP with a fair value of $121.4 million. 

(e) In November 2013, Nalcor contributed construction in progress of $653.S million together with advances of $15.0 
million and liabilities of $21.8 million which resulted in a net contribution of capital of $646.7 million. In December 
2013, Nalcor also contributed cash of $14.1 million. 

• 17 -
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LOWER CHURCHILL PROJECT COMPANIES 
NOTES TO COMBINED FINANCIAL STATEMENTS 

17. RELATED PARTY TRANSACTIONS !cont'd.) 

18. 

(fl On November 30, 2013, Nalcor contributed construction in progress to Labrador Transco of $108.9 million along 
with liabilities of $1.3 million which resulted in a net contribution of capital of $107.6 million. 

COMMITMENTS AND CONTINGENCIES 

(a) LIL LP is required to make mandatory distributions in accordance with the Partnership Agreement. The amount of 
periodic drstributlon, wfll be determined by the General Partner and will commence once tonstruction of the Li l is, 

complete 

(b) As part of the IT PFA, LIL LP has pledged its current and future assets as security to the collateral agent. Under the 
terms and cond ft ion1 of the IT PFA, l lL LP has also provided a guarantee of the Project Trust's payment obligations 
to the collateral agent for the benefit of the Funding Trust. 

(c) Labrador Transco and Muskrat Falls have entered into the GIA with Newfoundland and Labrador Hydro (Hydro), 
whereby Labrador Transco has committed to design, construct, operate and maintain the Labrador Transmission 
Assets and Muskrat Falls is liable to pay for these costs. Under the terms of the Power Purchase Agreement (PPA), 
Muskrat Falls will recover all costs associated with the Labrador Transmission Anets from Hydro. 

(d) As part of the PFA, Labrador Transco and Muskrat Falis have pledged their present and future assets as security to 
the collateral agent. As part of the PPA arrangement with Hydro, Muskrat Falls has provided subordinated security 

in the Muskrat Falls hydro-electric facility to Hydro. 

(e) As at December 31, 2013, the LIL LP had outstanding commitments for construction costs related to the UL of 
$296.1 million, Labrador Transco had outstanding commitments for construction costs related to the LTA of $337.8 
million and Muskrat Falls had outstanding commitments for construction cos.ts related to the Muskrat Falls hydro
electric facility of $1.6 billion. 

(fl Muskrat Falls has entered into a PPA with Hydro whereby Muskrat Falls has committed to design, construct, 
operate and maintain the Muskrat Falls hydro-electric facility, and deliver energy as scheduled by Hydro under the 

terms of the PPA. 

(g) The Project is subject to legal proceeding$ in the normal course of business. Although the outcome of such actions 
cannot be predicted with certainty, Management currently believes The Project' s exposure to such claims and 
litigation, to the extent not covered by insurance policies or otherwise provided for, to be nil. 

19. SUPPLEMENTARY CASH FLOW INFORMATION 

(thousands a/ Canadian do/Ian} 

Other receivables 
Prepayments 
Trade and other payables 

Changes in non-cash working capital balances 

- 18 -

2013 
{2,9&i, 
(1,239> 

126,977 
122,771 

2012 

4,565 
4,565 
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RESOLUTION 

78TH NALCOR ENERGY BOARD OF DIRECTORS MEETING 
OCTOBER 2. 2014 

APPROVAL OF 2013 
LCP COMBINED FINANCIAL STATEMENTS 

BE IT RESOLVED 

THAT the 2013 LCP Combined Financial Statements comprising of 

the Combined Statement of Financial Position, Combined Statement 

of Loss and Comprehensive Income, Combined Statement of 

Changes In Partners' Equity and the Combined Statement of Cash 

Flows, all for the year-ended December 31, 2013, 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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Page 119 has been 

fully redacted and 

replaced with this 

page. 
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- - - - - -
2014 Nalcor Plan Performance Report 

Nalcor Energy Board of Directors 

October 2, 2014 
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- - - - - - - ---------
GOAL HYDRO CHURCHILL LOWER OIL & GAS BULL ARM ENERGY MARKETING OTHER ENERGY 

FALLS CHURCHILL FABRICATION ACTIVITIES 

An Injury Frequency (AIF}~l.00 tost Time Injury Frequency tLTS) S 0.20 

Complete~ 95% of environmental leadership targets2 
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Metric HYDRO CHURCHILL LOWER OIL&GAS BULL ARM ENERGY 

FALLS CHURCHILL FABRICATION MARKETING 
(Phase 2) 

Cash from 
N/A 

Operations 

Capital 
Expenditures $28.0M 

Operating 
Expenditures N/A 

Net Income N/A 

- Targets for metrics relevant to a particular line of business 
- LCP financial targets based on total project cost. not annual budget 
** Capital expenditure value shown is Board approved with known carry overs. It does not include supplemental capital, unbudgeted 
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. 

---- --- ---------
3 

- -
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Pages 123 - 167 have 

been fully redacted and 
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- - - - - - - - -
Lower Churchill 

Nalcor Energy Board of Directors 
October 2, 2014 

~ Boun.dles.s Energ~ ______ _ 

LOWER CHURCH/tl PROJECT 
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------------------
2014 Lower Churchill Plan Hi 

: GOAL 

1. SAFETY 

2. ENVIRONMENT 

3. BUSINESS EXCELLENCE 

Finance 

Project 
Execution 

Integration 

4. PEOPLE 

S. COMMUNITY 

LOWER CHURCHILL PROJECT 2 
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Key Performance Measures 

LOWER CHURCHILL PROJECT 3 
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--------- -------
Safety Performance August 31, 2014 

Lead/Lag Ratio 
TARGET: 600:1 
YTD: 1001:0 

Leading 

Indicators 

LOWER CHURCHILL PROJECT 

Lagging 
Indicators 

4 

Lost Time 
Injuries 

Medical 
Treatment 
Injuries 

Lost Time Injury 
Frequency Rate = 0.00 

All Injury Frequency 
Rate= 0.00 

Incidents-Loss, 
Near Miss & First Aid 

Conditions, 
Practices & 
Commendations 
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Environment 

4 +---411--- - - --- - • 

Lower Churchill Project Targets 
2014 Actual Compared to Planned 

2 /)! ~ T&r~~t 95%of~Equal s4Tarscts 

• • • • • • • 

St-- - -~~------------------------------------"°"" 

2014 YTD Actual. 2 of 1 Tari;ets Cornol eted 

.lanuary February March Junt July Au1ust Septem b~r Octobtr November Oecemb" 

- --------------
LOWER CHURCHILL PROJECT 
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---- -----

LOWER CHURCHILL PROJECT 

Significant Events/Future 
Risks and Opportunities 

- - ·- - - ----- ~- - -- -
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Phase 1- MF, LIL, ML 

Project Execution 

• Total project workforce= 2,976 (86% NL residents) 

• Construction continuing at Muskrat Falls site 

o Hook up of main camp almost complete 

o Commenced steel erection for Powerhouse cover system; 
continuing formwork/foundations and concrete placement 
incl. retaining walls and foundations 

o Commenced concrete placement in Spillway; continuing 
rebar installation, formwork and rock cleaning 

o Continued manufacturing of Turbines and Generators 
(approx. 25% complete) in advance of first shipment 

LOWER CHURCHILL PROJECT 7 

-
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------------ - - -
Muskrat Falls Generating Facility 

South Dam Intake/Powerhouse. Transition Dam Sptllway North Dam Rock Knoil 

-------- -------- - ·- - -
LOWER CHURCHILL PROJECT 8 
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Powerhouse Cover System 

LOWER CHURCHILL PROJECT 9 

- - - -
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-------- - - - - - - - -
Powerhouse Cover System 

--·-·-· --- -- -

LOWE{;! CHLJf;!CHILL Pf;!OJECT 10 
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Powerhouse Cover System 

-·--- ---------
LOWER CHURCHILL PROJECT 11 
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- - ------ - - - - -
Powerhouse 

------

LOWER CHURCHILL PROJECT 12 
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Spillway 

_______ ., __ -~ 

LOWER CHURCHILL PROJECT 13 
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- - - - - - -
Spillway 

--- ----- - ---------
LOWER CHURCHILL PROJECT l4 
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Spillway 

------------- -
LOWER CHURCHILL PROJECT 15 
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- - - - - - - - - -
T /G manufacturing - completed blade 

- - · ---- --·---·----
LOWER CHURCHILL PROJECT 16 
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T /G manufacturing - Guide Vane 

LOWER CHURCHILL PROJECT 17 
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- - - - - - -
T /G manufacturing - Turbine Pit Liner 

--------- --- - -· -·---
LOWER CHURCHILL PROJECT 18 
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Phase 1- MF, LIL, ML (cont'd.) 

• Labrador AC Transmission Right of Way clearing 
continuing (MF to CF) -Approx. 98% complete 

• HVac transmission tower construction continuing 

o Assembly of towers (17% complete) 

o Assembly of grillage foundations (14% complete) 

o Installation of anchors (13% complete) 

• HVdc construction contract awarded to Valard 

o HVdc Right of Way clearing/road access continuing in 
Labrador, will commence clearing on the Island this Fall 

o Preparing to commence tower construction 

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

• SOBI Marine Crossing 

o Completed all HOD bore holes; completed installation of 
casing in Forteau, preparing to install casing in Shoal Cove 

o Continuing subsea cable manufacturing 

• Completed transition compound earthworks 
program at Forteau and Shoal Cove 

• Soldiers Pond, Churchill Falls 2014 earthworks 
program nearing completion 

• Issued LNTP for Synch Condensers and Switch Yards 
to Alstom 

--------
LOWER CHURCHILL PROJECT io 
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Labrador Island Transmission Link 

Gulf of 
StLawnrnce 

LOWER CHURCHILL PROJECT 21 
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- - - - - - - - - - - - - - -
HVdc Tower Load Testing (Al) 

• 

----- - ----- --
LOWER CHURCHILL PROJECT 22 
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Full String Insulator Testing (HVdc) 

------ - · ~-- -- -- - -- - - - --- - - -------
LOWER CHURCHILL. PROJECT 23 
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- - - - - -----------
HVdc TL Steel - Conroe, Texas 

·-- -·- - --
LOWER CHURCHILL PROJECT 
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Soldiers Pond 

LOWER CHURCHILL PROJECT 25 
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-------------------
LTA-Tower Assembly 

-- ---
LOWER CHURCHILL PROJECT 26 
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LTA-Tower Assembly 

----- - --
LOWER CHURCHILL PROJECT 27 
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------ ------------
LTA-Tower Assembly 

LOWER CHURCHILL PROJECT 28 
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LTA-Tower Assembly 

------- · -
LOWER CHURCHILL PROJECT }9 
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------------------· 
LTA-Tower Assembly 

LOWER CHURCHILL PROJECT 30 
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Phase 1- MF, LIL, ML (cont'd.) 

Environmental 

• Environmental oversight is continuing at all LCP sites. 
Additional staff have been hired to support the 
construction of the HVdc transmission line 

• Regular meetings are being held with the Province to 
report on construction status and review permit 
compliance 

• Environmental audits have recently been completed 
on the HVdc transmission line and Muskrat Falls 
reservoir clearing operations with positive results 

LOWER CHURCHILL PROJECT 31 
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-------------------
Phase 1- MF, LIL, ML (cont'd.) 

Commercial 

• Emera agreements 

o Changes per Sanction Agreement made and Amended 
Agreements executed July 31, 2014 

Financing 

• Financing 
o First interest payment for MF/LTA/LIL bonds made in June 

LOWER CHURCHILL PROJECT 
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:>haring our ideas in an open and supportive manner to achieve excellence 

Teamwork 
Open Communication 

Fostering an environment where information 

moves freely in a timely manner. 

Honesty and Trust 
Being sincere in everything we ~av and do. 

Relentless commitment to protecting ourselves, )Ur :olleagues. and our :ommunity 

Respect and Dignity 
Safety 

Appreciating the individuality of others by our words and actions. 

Leadership 
Empowering individuals to help 

guide and inspire others. 

LOWER CHURCHILL PROJECT 

- - - - -

Holding ourselves responsible for our 

actions and performance. 

Accountability 

33 

- - - - - .... -
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Date: 

To: 

Subject: 

September 25, 2014 

Nalcor Energy Board 

Approval of By-law No. 2 

MEMO 

At a meeting of the Governance Committee of the Board, the Committee reviewed a number of 

by-laws relating to various Nalcor Energy companies. With respect to Nalcor Energy they 

considered a new by-law. While the provisions of the Energy Corporation Act cover off a number of 
items that would normally be included in the "standard" by-law No. 1 of a corporation, there are gaps. 
The Committee reviewed a draft By-Law No. 2 which addresses those gaps and also replaces by-law No. 
1, which relates to the affixing of the corporate seal. 

The Committee agreed with the adoption of By-Law No. 2, subject to the approval of the Board. 
Attached for the approval of the Board is said By-Law No. 2. A resolution to approve By~Law No. 2 is also 
attached. 

Regards, 

ckman 

Assistant Corporate Secretary 

PAH/ab 

Enclosure 
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BY-LAW NO. 2 

of 
NALCOR ENERGY 

(the "Corporation") 

I BY-LAW REPEALED 

1.01 By-law No. 1 of the Corporation is hereby repealed without any prejudice to any 
action heretofore taken thereunder. 

II DIRECTORS 

2.01 Number and Quorum. The number of directors shall be not fewer than the minimum and 
not more than the maximum provided for in the Energy Corporation Act (the "Act"). A 
majority of directors shall constitute a quorum for the transaction of business at any 
meeting of the directors. 

2.02 Action by Directors. The directors are responsible for the stewardship of, and have the duty 
to oversee the management of, the business and affairs of the Corporation. 

2.03 Calling of Meetings. Meetings of the directors shall be held at such time and place as the 
Chairperson of the Board, the President or any two directors may determine. 

2.04 Notice of Meeting. Notice of the time and place of each meeting of directors shall be given 
to each director by telephone, by written notice or by electronic means in advance of a 
meeting, but if possible, not less than two days before the day of the meeting and need not 
specify the purpose of or the business to be transacted at the meeting. Meetings of the 
directors may be held at any time without notice If all the directors have waived or are 
deemed to have waived notice. 

2.05 Chairperson. The Chairperson of the Board, or in his or her absence the President if a 
director, or in his or her absence a director chosen by the directors at the meeting shall be 
the chairperson of any meeting of directors. 

2.06 Voting at Meetings. Questions arising at any meeting of directors shall be decided by a 
majority of votes. In the case of an equality of votes, the chairperson of the meeting, in 
addition to his or her original vote, shall not have a second or casting vote. 
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2.07 Written Resolution. A resolution signed by all of the directors of the Corporation at the 
time shall have the same force and effect as a resolution enacted at a meeting duly called 
and constituted. 

Ill COMMITTEES 

3.01 Committees of Directors. The directors may appoint from among their number one or more 
committees of directors and delegate to them any of the powers of the directors except 
those which under The Corporations Act a committee of directors has no autbority to 
exercise. A majority of any members of any such committee shall be resident Canadians. 

3.02 Transaction of Business. The powers of a committee appointed by the directors may be 
exercised at a meeting at which a quorum is present or by resolution in writing signed by all 
members of the committee entitled to vote on that resolution at a meeting of the 
committee. Meetings of a committee may be held at any place in or outside Canada. 

3.03 Procedure. Unless otherwise determined by the directors each committee shall have power 
to fix its quorum and to regulate its procedure. 

IV PROTECTION OF DIRECTORS, OFFICERS AND OTHERS 

4.01 Indemnification of Directors and Officers. The Corporation shall indemnify a director or 
officer, a former director or officer or a person who acts or acted at the Corporation's 
request as a director or officer of a body corporate of which the Corporation is or was a 
shareholder or creditor, and the heirs and legal representatives of such a person to the 
extent permitted by The Corporations Act. 

4.02 Insurance. The Corporation may purchase and maintain insurance for the benefit of any 
person referred to in Section 4.01 to the extent permitted by The Corporations Act. 

V DIVIDENDS AND RIGHTS 

5.01 Declaration of Dividends. Subject to The Corporations Act, the directors may from time to 
time declare dividends payable to the shareholders according to their respective rights and 
interests in the Corporation. 
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VI BUSINESS OF THE CORPORATION 

6.01 Bank Accounts, Cheques, Drafts and Notes. The Corporation's bank accounts shall be kept 
in such chartered bank or banks, trust company or trust companies or other firm or 
corporation carrying on a banking business as the directors may by resolution from time to 
time to time determine. Cheques on bank accounts, drafts drawn or accepted by the 
Corporation, promissory notes given by it, acceptances, bills of e><change, orders for the 
payment of money and other Instruments of a like nature may be made, signed, drawn, 
accepted or endorsed, as the case may be, by such officer or officers, person or persons as 
the directors may be resolution from time to time name for that purpose, or they may be 
endorsed for such deposit by means of a stamp bearing the Corporation's name. 

6.02 E><ecution of Instruments. Instruments in writing requiring execution by the Corporation for 
any purpose shall be signed by any two of the Chairperson, the President, the Chief 
Executive Officer, the Executive Vice-Presidents, the Vice-Presidents, the Corporate 
Secretary, the General Counsel or any one of the above officers together with any one of 
the members of the Board of Directors, the Corporate Treasurer, the Corporate Controller, 
the General Managers and the Assistant Corporate Secretary, provided that in no case shall 
the same person sign and countersign the same instrument in writing. Any two signing 
officers may affix the corporate seal to any instrument requiring the same. The board of 
directors shall have power from time to time by resolution to appoint any other officer or 
officers or any person or persons on behalf of the Corporation either to sign instruments in 
writing generally or to sign specific instruments in writing, or to affix the corporate seal to 
any instrument requiring the same. The term "instruments in writing" as used herein shall, 
without limiting the generality thereof, include contracts, documents, powers of attorney, 
deeds, mortgages, hypothecs, charges, conveyances, transfers and assignments of property 
{real or personal, Immovable or movable), agreements, tenders, releases, receipts and 
discharges for the payment of money or other obligations, conveyances, transfers and 
assignments of shares, stocks, bonds, debentures or other securities, instruments of proxy 
and all paper writing. 
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VU INTERPRETATION 

7.01 In this by-law, wherever the context requires or permits, the singular shall include the plural 
and the plural the singular; the word 11person11 shall include firms and corporations; and 
masculine gender shall include the feminine and neuter genders. Wherever reference is 
made to any determination or other action by the directors such shall mean determination 
or other action by or pursuant to a resolution passed at a meeting of the directors, or by or 
pursuant to a resolution consented to by all the directors as evidenced by their signatures 
thereto. Wherever reference is made to "The Corporations Act0

, it shall mean the 
Corporations Act (Newfoundland and Labrador) and every other act or statute incorporated 
therewith or amending the same, or any act or statute substituted therefor. Unless the 
context otherwise requires, all words used in this by-law shall have the meanings given to 
such words In The Corporations Act. 

The foregoing is hereby authorized as General Business By-law No. 2 of the Corporation pursuant to 
a resolution of the Directors of the Corporation dated ________ _.. 2014. 

President 
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RESOLUTION 

78TH NALCQR ENERGY BOARD OF DIRECTORS MEETING 
OCTOBER 2. 2014 

ENACTMENT OF BY-LAW 2 

WHEREAS section 1 o of the Energy Corporation Act authorizes the Board of 

Directors to make by-laws relating generally to the affairs of the Board and the 

Corporation; 

THEREFORE BE IT RESOLVEDTHAT the President Is hereby authorized and 

directed to sign the General Business By-law No. 2 of the Corporation and it is 

hereby enacted as a by-law of the Corporation. 
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RESOLUTION 

78TH NALCOR ENERGY BOARD OF DIRECTORS MEETING 
OCTOBER 2. 2014 

RATIFICATION OF EMAIL RESOLUTION 

BE IT RESOLVED: 

THAT the email approval of the Board of Directors of the 

appointment of the President and CEO to the Board of Directors 

of Medavie Blue Cross, be and It Is hereby ratified. 
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RESOLUTION 

78TH NALCOR ENERGY BOARD OF DIRECTORS MEETING 
OCTOBER 2, 2014 

APPOINTMENT OF GENERAL MANAGER, COMMERCIAL, TREASURY AND RISK 

WHEREAS pursuant to Sub-section 12(1) of the Energy Corporation Act, the 

Board of Directors has the authority to appoint officers of the Corporation; 

THEREFORE BE IT RESOLVED THAT Auburn Warren be and he is hereby 

appointed as General Manager, Commercial, Treasury and Risk. 
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Pages 222 - 226 have 

been fully redacted and 

replaced with this page. 
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