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Presentation to Cabinet 
FLG 2 
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Outline 

• FLG 1 
• 2016 Situation 
• FLG 2 Terms and Conditions 
• Next Steps 
• Recommendations 
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Summary of FLG1 

• Federal Loan Guarantee announced in 2012 
• An absolute, continuing, unconditional and irrevocable 

guarantee of payment 
• Reduced cost of borrowing 
• Savings to ratepayers 
• Guarantee secured by assets and revenues 
• No cost to government or ratepayers 
• Pre-funding of cost overruns 
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2016 Situation 

• Project capital increased to $9.1b, up from $6.5b at 
financial close 

• Dec 2016 COREA payment requirement of $875m (Cost 
Overrun Escrow Account) 

• Difference to be made up with 100% equity from Treasury 
PLUS mandatory COREA payments 

• Province to borrow all funds 
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Objectives 

• Enhanced loan guarantee of $2.9b 

– Increase guaranteed debt to support project cost growth 

• Elimination of COREA payment 

• Same terms as FLG 1 
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FLG2  

• Announced November 2016 by Minister Carr 

• Up to $2.9 billion federal loan guarantee 

• Relief from COREA payment 

• Guarantee Fee of 0.5% 

• Negotiate specific terms and conditions 
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FLG2 Terms 

• $2.9b Loan Guarantee 
– An absolute, continuing, unconditional and irrevocable guarantee 

of payment 
– $1,850m    MFLTA 
– $1,050m    LIL 

• Repayment terms same as FLG1 
– Amortization 
– Sinking Fund payments 
– Date Certain 
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FLG Terms (cont’d) 

• 2016 COREA commitment up to $9.1b has been removed 
and the Dec 2016 payment was waived 
– Replaced with 4 equal payments of $184m in March 2017, Dec 2017, 

Dec 2018, Dec 2019 
– Equal to remaining equity required based on June 2016 cost less funds 

currently in COREA 

• COREA on additional cost overruns remains 

• Guarantee Fee 
– 50 basis points against the declining balance of FLG2 
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Differences between FLG1 
and FLG2 

• Guarantee Fee

• Reduction in potential extensions of Date Certain from two
to one

• Existing COREA payment spread out over 4 equal payments
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FLG2 Benefits 

• Reduced borrowing requirement for Province 

• Savings of $1.2b (NPV) in borrowing costs 

• Reduction in electricity rate of 1.5 cents/kWh 

• Smooths out FLG1 COREA payments 
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Next Steps 

• Sign agreements 

• Fund raising process 
– Debt rating 
– Investor / Dealer meetings 
– Request for Financing 

• Close financing in late May 
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Project Agreements 

• 16 existing project agreements 
– Create one new agreement 
– Amend two 

• Enhanced Federal Loan Guarantee Agreement 

• Intergovernmental Agreement 

• Master Definitions Agreements 
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Recommendations 

• Approval for Ministers to sign: 
– Loan Guarantee Agreement 
– Amendment to Intergovernmental Agreement 
– Amendment to Master Definitions Agreements 

• Approval for Nalcor to sign amendments to Master 
Definitions Agreements 

• Approval for Nalcor to borrow $2.9 billion secured by FLG2 
and complete financing arrangements and agreements 
– With approval of Minister of Finance on terms and conditions 
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Attach To: NR2017  
Committee No: EPC2017-  

 
 

 
 
Title:      Additional Federal Loan Guarantee for Muskrat Falls 
 
Branch 
Comment: 
 
 
 
 
 

 
The branch has reviewed the submission, and agrees with the 
communications approach as suggested. 
 
The branch recommends that the primary and secondary key message 
sections  in the communications plan be switched.  

 
Date: 

 
March 7, 2017 

 
Prepared by: 

 
Luke Joyce 
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Attach to:     NR2017-  

EPC2017  
 
 
 

Economic Policy Committee Recommendation 
 
 

Additional Federal Loan Guarantee for Muskrat Falls 
 
 

The Submission of the Minister of Natural Resources seeking approval of Additional Federal 
Loan Guarantee for Muskrat Falls was considered by the Economic Policy Committee.  
 
The Minister recommends as follows: 
 
It is recommended that authority be provided: 
 

1.      For the issuance of an Order in Council, under the authority of sections 10 and 11 of the 
Executive Council Act and section 7 of the Intergovernmental Affairs Act, for the Minister for 
Intergovernmental Affairs to enter into an agreement with the Government of Canada for an 
additional federal loan guarantee, substantially along the lines of that attached in Annex B;  

2.   For the issuance of an Order in Council, under the authority of sections 10 and 11 of the 
Executive Council Act and section 7 of the Intergovernmental Affairs Act, for the Ministers of 
Natural Resources, Finance, and Intergovernmental Affairs to approve and enter into an 
amendment and restatement of the Intergovernmental Agreement with the Government of 
Canada, dated November 29th, 2013, pursuant to the terms of the enhanced federal loan 
guarantee attached in Annex B;  

3.   For the issuance of an Order in Council, under the authority of sections 10 and 11 of the 
Executive Council Act, section 7 of the Intergovernmental Affairs Act, and sections 25 and 
27 of the Energy Corporation Act, for the Minister of Finance, as designate for the Minister 
for Intergovernmental Affairs, to enter into amendments to the MF/LTA Amended and 
Restated Master Definition Agreement and the LIL Amended and Restated Master Definition 
Agreement required pursuant to the terms of the additional federal loan guarantee attached 
in Annex B, the effect of which will be to alter the mechanic and timing for the funding of 
equity set out in the Muskrat Fall Equity Support Guarantee, the Labrador Transmission 
Assets Equity Support Guarantee, the Muskrat Falls Equity Support Agreement and the 
Labrador Transmission Assets Equity Support Agreement, among other agreements;  

4.   For the issuance of an Order in Council, under the authority of section 18 of the Energy 
Corporation Act, for Nalcor Energy to enter into amendments to the MF/LTA Amended and 
Restated Master Definition Agreement and the LIL Amended and Restated Master Definition 
Agreement required pursuant to the terms of the enhanced federal loan guarantee attached 
in Annex B; 
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5.   For the issuance of an Order in Council, under the authority of sections 18 and 14.1 of the 
Energy Corporation Act, for Nalcor Energy and its subsidiaries established in connection 
with the Labrador-Island Link, the Muskrat Falls Generation Facility, and the Labrador 
Transmission Assets projects, acting in their own right and not as agents of the Crown, to: 

a.   Raise debt financing of up to CAD $1,850 million for the Muskrat Fall/Labrador 
Transmission Assets project and up to CAD $1,050 million for the Labrador-Island 
Link project;  

b.   Secure payment and performance of all obligations arising in connection with the 
financings referenced in paragraph (a), through the issuance of bonds, debentures 
and other security interests or other encumbrances over property of every nature and 
kind, both present and future, and the entry into, execution, delivery and 
performance of trust deed, trust indentures, debentures, pledges, assignments and 
all other agreements with respect to the financing (including without limitation, project 
finance agreements, master definition agreements, guarantees, guarantee 
assurance agreements, blocked account agreements, step-in agreements and 
related financing documents); 

Subject to: 
c.   Except with respect to its equity support agreements for each Project and its limited 

recourse pledge of its ownership interests in its subsidiaries, the debt financing 
structure having no ultimate liability accrue to Nalcor Energy; and  

d.   The receipt of approval from the Minister of Finance as to the terms of such 
financing.  

6.   For the issuance of an Order in Council, under the authority of section 18 of the Energy 
Corporation Act, for the delegation to the Minister of Finance of the authority to approve the 
terms of the financing commitment described in paragraph 5(a) with such institution(s) as the 
Minister shall approve, and any necessary documentation related to the financing 
commitment.  

 
The Committee recommends approval of the Submission, subject to the Minister for 
Intergovernmental Affairs entering into an agreement with the Government of Canada for an 
additional federal loan guarantee; and the Minister of Finance, as designate for the Minister 
for Intergovernmental Affairs, to enter into amendments to the MF/LTA Amended and 
Restated Master Definition Agreement and the LIL Amended and Restated Master Definition 
Agreement. 
 
 
March 14, 2017 
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Excellent!

Â 

Thanks Christine,

Â 

Dean

Â 

From: Osmond, Christine M 
Sent: Thursday, March 09, 2017 8:18 AM
To: Batten, Dean
Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi Dean

Received from NR. 

Â 

Christine

Â 

From: Parsons, Walter 
Sent: Wednesday, March 08, 2017 5:47 PM
To: Osmond, Christine M
Subject: Fw: NR2017  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

FYI

Â 

SentÂ fromÂ myÂ BlackBerryÂ 10Â smartphoneÂ onÂ theÂ BellÂ network.

From: HYPERLINK 
"mailto:ElizabethLewis@nalcorenergy.com"ElizabethLewis@nalcorenergy.com

Sent: Wednesday, March 8, 2017 5:45 PM

To: Parsons, Walter

Email Message

From: Batten, Dean [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=DEANBATTEN]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/9/2017 at 7:40 AM
Received: 3/9/2017 at 7:41 AM
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Page 1 of 4
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Cc: HYPERLINK "mailto:DaveJones@nalcorenergy.com"DaveJones@nalcorenergy.com

Subject: Fwd: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi Walter. The 4% is meant to approximate the Province's cost of borrowing while the 
7.5% is Newfoundland and Labrador Hydro's weighted average cost of capital (i.e. 
Including both the cost of borrowing and return on equity).Â 

Let me know if you need any further information.Â 

Â 

Thanks!

Sent from my iPhone

Begin forwarded message:

From: "Dave Jones" <HYPERLINK 
"mailto:DaveJones@nalcorenergy.com"DaveJones@nalcorenergy.com>
Date: March 8, 2017 at 3:18:37 PM NST
To: "Elizabeth Lewis" <HYPERLINK 
"mailto:ElizabethLewis@nalcorenergy.com"ElizabethLewis@nalcorenergy.com>
Cc: "Walter Parsons" <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Subject: Fwd: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Elizabeth

Â 

Can you get back to Walter on this? Â 

Â 

Thanks

Â 

Dave

Sent from my iPhone

Begin forwarded message:

From: "Parsons, Walter" <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Date: March 8, 2017 at 12:18:44 PM EST
To: "'HYPERLINK "mailto:DaveJones@nalcorenergy.com"DaveJones@nalcorenergy.com'" 
<HYPERLINK "mailto:DaveJones@nalcorenergy.com"DaveJones@nalcorenergy.com>
Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Dave,

Page 2 of 4
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Â 

Can you please answer the question in red below?

Â 

Walter

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 8, 2017 11:30 AM
To: Parsons, Walter <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi, 

Received from FIN for your response.

Â 

Thanks 

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 10:03 AM
To: Osmond, Christine M
Cc: Hanrahan, Denise; Martin, Craig; Jones, Sharlene; Blanche, Pauline; Fleming, 
Lori; Penney, Jodi
Subject: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Christine,

Â 

The Department of Finance (Finance) has reviewed the submission entitled "Additional 
Federal Loan Guarantee for Muskrat Falls" and based on the information provided, has 
no concerns from a financial perspective.Â Finance did however have the following 
questions as it relates to FLG2:

Â·Â Â Â Â Â Â Â Â Is payment of the loan guarantee fee of 0.5 per cent factored in 
the 1.5 cent per kilowatt-hour savings for rate payers?

Â·Â Â Â Â Â Â Â Â Under Annex D, how were the discount rates of 4% and 7.5% 
determined?Â I am assuming the 4% reflects governmentâs cost of borrowing.Â Does 
7.5% represent Nalcorâs cost of borrowing?

Â·Â Â Â Â Â Â Â Â At what point will the Province begin realizing savings on 
borrowings? 

Â 

Fiscal Policy will be providing comments shortly.

Page 3 of 4
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Â 

Please let me know if you have any questions.

Â 

Dean

Â 

Â 

Dean Batten, MBA, CPA, CMA
Treasury Board Officer
Â 
Treasury Board Support
Government of Newfoundland and Labrador

P.O. Box 8700
St.John's, NL A1BÂ 4J6
Â 
Direct Line: (709)729-7416 | Fax: (709)729-3054
Email: HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca

Â 

Â 

Â _____ Â 

âThis email and any attached files are intended for the sole use of the primary and 
copied addressee(s) and may contain privileged and/or confidential information. Any 
distribution, use or copying by any means of this information is strictly 
prohibited. If you received this email in error, please delete it immediately and 
notify the sender.â

Page 4 of 4
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No further concerns.

Â 

Thanks,

Â 

Dean

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 08, 2017 12:11 PM
To: Batten, Dean
Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi Dean, 

Received from NR

Â 

From: Parsons, Walter 
Sent: Wednesday, March 08, 2017 12:10 PM
To: Osmond, Christine M
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

See below.

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 8, 2017 11:30 AM
To: Parsons, Walter <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Subject: FW: NR2017  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi, 

Received from FIN for your response.

Â 

Email Message

From: Batten, Dean [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=DEANBATTEN]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/8/2017 at 11:11 AM
Received: 3/8/2017 at 11:11 AM
Subject: RE: NR2017  "Additional Federal Loan Guarantee for Muskrat Falls"

Page 1 of 3
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Thanks 

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 10:03 AM
To: Osmond, Christine M
Cc: Hanrahan, Denise; Martin, Craig; Jones, Sharlene; Blanche, Pauline; Fleming, 
Lori; Penney, Jodi
Subject: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Christine,

Â 

The Department of Finance (Finance) has reviewed the submission entitled "Additional 
Federal Loan Guarantee for Muskrat Falls" and based on the information provided, has 
no concerns from a financial perspective.Â Finance did however have the following 
questions as it relates to FLG2:

Â·Â Â Â Â Â Â Â Â Is payment of the loan guarantee fee of 0.5 per cent factored in 
the 1.5 cent per kilowatt-hour savings for rate payers? Yes

Â·Â Â Â Â Â Â Â Â Under Annex D, how were the discount rates of 4% and 7.5% 
determined?Â I am assuming the 4% reflects governmentâs cost of borrowing.Â Does 
7.5% represent Nalcorâs cost of borrowing? I will need to confer with Nalcor on this 
one.

Â·Â Â Â Â Â Â Â Â At what point will the Province begin realizing savings on 
borrowings? Placement of Canada-guaranteed debt will begin immediately after signing 
the agreement.

Â 

Fiscal Policy will be providing comments shortly.

Â 

Please let me know if you have any questions.

Â 

Dean

Â 

Â 

Dean Batten, MBA, CPA, CMA
Treasury Board Officer
Â 
Treasury Board Support
Government of Newfoundland and Labrador

P.O. Box 8700
St.John's, NL A1BÂ 4J6
Â 
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Direct Line: (709)729-7416 | Fax: (709)729-3054
Email: HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca

Â 

Â 
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Christine,

Â 

The Department of Finance (Finance) has reviewed the submission entitled "Additional 
Federal Loan Guarantee for Muskrat Falls" and based on the information provided, has no 
concerns from a financial perspective.Â Finance did however have the following questions as 
it relates to FLG2:

Â·Â Â Â Â Â Â Â Â Is payment of the loan guarantee fee of 0.5 per cent factored in the 1.5 
cent per kilowatt-hour savings for rate payers?

Â·Â Â Â Â Â Â Â Â Under Annex D, how were the discount rates of 4% and 7.5% determined?Â I 
am assuming the 4% reflects governmentâs cost of borrowing.Â Does 7.5% represent Nalcorâs 
cost of borrowing?

Â·Â Â Â Â Â Â Â Â At what point will the Province begin realizing savings on borrowings? 

Â 

Fiscal Policy will be providing comments shortly.

Â 

Please let me know if you have any questions.

Â 

Dean

Â 

Â 

Dean Batten, MBA, CPA, CMA
Treasury Board Officer
Â 
Treasury Board Support
Government of Newfoundland and Labrador

P.O. Box 8700
St.John's, NL A1BÂ 4J6
Â 
Direct Line: (709)729-7416 | Fax: (709)729-3054
Email: HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca

Â 

Â 

Email Message

From: Batten, Dean [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=DEANBATTEN]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc: Hanrahan, Denise [SMTP:Hanrahand@gov.nl.ca], Martin, Craig 

[SMTP:CMartin@gov.nl.ca], Jones, Sharlene [SMTP:SharleneJones@gov.nl.ca], Blanche, 
Pauline [SMTP:PaulineBlanche@gov.nl.ca], Fleming, Lori [SMTP:LoriFleming@gov.nl.ca], 
Penney, Jodi [SMTP:jodipenney@gov.nl.ca]

Sent: 3/8/2017 at 9:02 AM
Received: 3/8/2017 at 9:02 AM
Subject: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"
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FYI

Â 

From: Martin, Craig 
Sent: Thursday, March 09, 2017 4:38 PM
To: Batten, Dean
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Dean,

Sorry meant to get back to you.Â No further comments on this one.

Craig

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 4:37 PM
To: Martin, Craig
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Thanks,

Â 

Dean

Â 

From: Martin, Craig 
Sent: Wednesday, March 08, 2017 4:36 PM
To: Batten, Dean
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Tomorrow AM, but likely none.Â Iâve already seen multiple drafts.

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 4:24 PM
To: Martin, Craig

Email Message

From: Batten, Dean [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=DEANBATTEN]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/9/2017 at 3:38 PM
Received: 3/9/2017 at 3:38 PM
Subject: FW: NR2017  "Additional Federal Loan Guarantee for Muskrat Falls"
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Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Craig,

Â 

Did you have anything to add on this one?

Â 

Dean

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 08, 2017 3:50 PM
To: Batten, Dean
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi Dean, 

Have you heard any updates on when Craig may be sending his comments? 

Â 

Thanks 

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 12:11 PM
To: Osmond, Christine M
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

No further concerns.

Â 

Thanks,

Â 

Dean

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 08, 2017 12:11 PM
To: Batten, Dean
Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi Dean, 
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Received from NR

Â 

From: Parsons, Walter 
Sent: Wednesday, March 08, 2017 12:10 PM
To: Osmond, Christine M
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

See below.

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 8, 2017 11:30 AM
To: Parsons, Walter <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Subject: FW: NR2017  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi, 

Received from FIN for your response.

Â 

Thanks 

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 10:03 AM
To: Osmond, Christine M
Cc: Hanrahan, Denise; Martin, Craig; Jones, Sharlene; Blanche, Pauline; Fleming, 
Lori; Penney, Jodi
Subject: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Christine,

Â 

The Department of Finance (Finance) has reviewed the submission entitled "Additional 
Federal Loan Guarantee for Muskrat Falls" and based on the information provided, has 
no concerns from a financial perspective.Â Finance did however have the following 
questions as it relates to FLG2:

Â·Â Â Â Â Â Â Â Â Is payment of the loan guarantee fee of 0.5 per cent factored in 
the 1.5 cent per kilowatt-hour savings for rate payers? Yes

Â·Â Â Â Â Â Â Â Â Under Annex D, how were the discount rates of 4% and 7.5% 
determined?Â I am assuming the 4% reflects governmentâs cost of borrowing.Â Does 
7.5% represent Nalcorâs cost of borrowing? I will need to confer with Nalcor on this 
one.
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Â·Â Â Â Â Â Â Â Â At what point will the Province begin realizing savings on 
borrowings? Placement of Canada-guaranteed debt will begin immediately after signing 
the agreement.

Â 

Fiscal Policy will be providing comments shortly.

Â 

Please let me know if you have any questions.

Â 

Dean

Â 

Â 

Dean Batten, MBA, CPA, CMA
Treasury Board Officer
Â 
Treasury Board Support
Government of Newfoundland and Labrador

P.O. Box 8700
St.John's, NL A1BÂ 4J6
Â 
Direct Line: (709)729-7416 | Fax: (709)729-3054
Email: HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca

Â 

Â 
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Hello,

Â 

Indigenous Affairs has reviewed the signed submission âAdditional Federal Loan 
Guarantee for Muskrat Fallsâ and has no concerns with the Recommendations.

Â 

However, we would like to note the following:

Â 

Â·Â Â Â Â Â Â Â Â Methylmercury remains a key issue with the Muskrat Falls project, 
particularly with Indigenous groups. 

Â·Â Â Â Â Â Â Â Â In October 2016, the Government of Newfoundland and Labrador, Innu 
Nation, Nunatsiavut Government, and the NunatuKavut Community Council committed to 
resolving several key issues surrounding the pending flooding of the Muskrat Falls 
reservoir, which included the establishment of an Independent Expert Advisory 
Committee (IEAC), comprised of representatives of the Innu Nation, Nunatsiavut 
Government, the NunatuKavut Community Council, the federal, provincial and municipal 
governments. The IEAC has still not been finalized. 

Â·Â Â Â Â Â Â Â Â The NunatuKavut Community Council continues to press for a land 
claim and IBA.

Â·Â Â Â Â Â Â Â Â Indigenous issues continue to remain important given the federal 
governmentâs commitment to a renewed nation-to-nation relationship with Indigenous 
people.

Â 

Cheers,

Â 

Claudia

Â 

Claudia Downey

tÂ (709) 729-0510

eÂ HYPERLINK "mailto:claudiadowney@gov.nl.ca"claudiadowney@gov.nl.ca

Â 

Email Message

From: Downey, Claudia [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=CLAUDIADOWNEY]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc: Harvey, Brian [SMTP:brianharvey@gov.nl.ca], Gover, Aubrey 

[SMTP:aubreygover@gov.nl.ca]
Sent: 3/7/2017 at 12:39 PM
Received: 3/7/2017 at 12:39 PM
Subject: RE: NR2017
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Â 

From: "Osmond, Christine M" <HYPERLINK 
"mailto:ChristineOsmond@gov.nl.ca"ChristineOsmond@gov.nl.ca>
Date: March 6, 2017 at 5:16:43 PM NST
To: "Jones, Sharlene" <HYPERLINK 
"mailto:SharleneJones@gov.nl.ca"SharleneJones@gov.nl.ca>, "Joyce, Luke" <HYPERLINK 
"mailto:LukeJoyce@gov.nl.ca"LukeJoyce@gov.nl.ca>, "Jacobs, Heather" <HYPERLINK 
"mailto:heatherj@gov.nl.ca"heatherj@gov.nl.ca>, "Hearn, Patricia A. (Deputy 
Minister)" <HYPERLINK "mailto:PatriciaAHearn@gov.nl.ca"PatriciaAHearn@gov.nl.ca>, 
"Cowan, John" <HYPERLINK "mailto:JCowan@gov.nl.ca"JCowan@gov.nl.ca>, "Gover, Aubrey" 
<HYPERLINK "mailto:aubreygover@gov.nl.ca"aubreygover@gov.nl.ca>, "Bown, Charles" 
<HYPERLINK "mailto:CBown@gov.nl.ca"CBown@gov.nl.ca>
Cc: "Fleming, Lori" <HYPERLINK "mailto:LoriFleming@gov.nl.ca"LoriFleming@gov.nl.ca>, 
"Batten, Dean" <HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca>, 
"Nolan, Paul" <HYPERLINK "mailto:paulnol@gov.nl.ca"paulnol@gov.nl.ca>, "Mackenzie, 
Dan" <HYPERLINK "mailto:DanM@gov.nl.ca"DanM@gov.nl.ca>, "Clarke, Greg" <HYPERLINK 
"mailto:GregClarke@gov.nl.ca"GregClarke@gov.nl.ca>, "Bailey, Bev" <HYPERLINK 
"mailto:bbailey@gov.nl.ca"bbailey@gov.nl.ca>, "O'Brien, Michelle" <HYPERLINK 
"mailto:MichelleObrien@gov.nl.ca"MichelleObrien@gov.nl.ca>, "Callan, Lana" 
<HYPERLINK "mailto:lanacallan@gov.nl.ca"lanacallan@gov.nl.ca>, "Bowles, Ron" 
<HYPERLINK "mailto:rabowles@gov.nl.ca"rabowles@gov.nl.ca>
Subject: NR2017-  

Hello all,

Â 

Cabinet Secretariat has received the above noted Cabinet paper entitled, âAdditional 
Federal Loan Guarantee for Muskrat Falls.â

Â 

Would you kindly review and provide comments Â to me by 10:00 am, Wednesday, March 
8, 2017. 

Â 

This paper is now available via DCP.

Â 

Thanks very much.

Â 

Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524
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Â 

Â 

Â 

Â 
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Pages 74 to 79 of this 
document have been fully 

redacted and replaced with 
this page. 
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Â 

Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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Pages 82 to 86 of this 
document have been fully 

redacted and replaced with 
this page. 
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Â 

Thanks very much.

Â 

Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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Pages 89 to 92 of this 
document have been fully 

redacted and replaced with 
this page. 
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Pages 95 to 101 of this 
document have been fully 

redacted and replaced with 
this page. 
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Pages 105 to 107 of this 
document have been fully 

redacted and replaced with 
this page. 
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Thanks very much.

Â 

Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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Â 

Hi Christine,

Â 

Thank you for the opportunity to comment on the draft submission titled Â Additional 
Federal Loan Guarantee for Muskrat Falls.Â

Â 

Policy Innovation and Accountability Office advises neither a Regulatory Impact 
Analysis or Accountability Framework is required for this submission.

Â 

Regards,

Wanda

Â 

Wanda Mazerolle, Senior Policy and Program Development SpecialistÂ Â Â Â Â Â Â Â Â Â 
Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â Â 

Policy Innovation and Accountability Office (PIAO)

Office of the Executive Council 

Government of Newfoundland and Labrador

Â 

t. 709.729.7495; e. HYPERLINK 
"mailto:wandamazerolle@gov.nl.ca"wandamazerolle@gov.nl.ca

Â 

Ã¼ Please consider the environment before printing this email.

Â 

Â 

Â 

From: Cowan, John 
Sent: Tuesday, March 07, 2017 9:47 AM
To: Smith, Chris; Mazerolle, Wanda

Email Message

From: Mazerolle, Wanda [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=WANDAMAZEROLLE]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/8/2017 at 8:47 AM
Received: 3/8/2017 at 8:47 AM
Subject: NR2017-
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Subject: FW: NR2017-  

Â 

I reviewed the draft, and did not identify any issues. Could one of you please 
review. 

Â 

Thanks

John 

Â 

From: Osmond, Christine M 
Sent: Monday, March 6, 2017 5:17 PM
To: Jones, Sharlene <HYPERLINK 
"mailto:SharleneJones@gov.nl.ca"SharleneJones@gov.nl.ca>; Joyce, Luke <HYPERLINK 
"mailto:LukeJoyce@gov.nl.ca"LukeJoyce@gov.nl.ca>; Jacobs, Heather <HYPERLINK 
"mailto:heatherj@gov.nl.ca"heatherj@gov.nl.ca>; Hearn, Patricia A. (Deputy Minister) 
<HYPERLINK "mailto:PatriciaAHearn@gov.nl.ca"PatriciaAHearn@gov.nl.ca>; Cowan, John 
<HYPERLINK "mailto:JCowan@gov.nl.ca"JCowan@gov.nl.ca>; Gover, Aubrey <HYPERLINK 
"mailto:aubreygover@gov.nl.ca"aubreygover@gov.nl.ca>; Bown, Charles <HYPERLINK 
"mailto:CBown@gov.nl.ca"CBown@gov.nl.ca>
Cc: Fleming, Lori <HYPERLINK "mailto:LoriFleming@gov.nl.ca"LoriFleming@gov.nl.ca>; 
Batten, Dean <HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca>; Nolan, 
Paul <HYPERLINK "mailto:paulnol@gov.nl.ca"paulnol@gov.nl.ca>; Mackenzie, Dan 
<HYPERLINK "mailto:DanM@gov.nl.ca"DanM@gov.nl.ca>; Clarke, Greg <HYPERLINK 
"mailto:GregClarke@gov.nl.ca"GregClarke@gov.nl.ca>; Bailey, Bev <HYPERLINK 
"mailto:bbailey@gov.nl.ca"bbailey@gov.nl.ca>; O'Brien, Michelle <HYPERLINK 
"mailto:MichelleObrien@gov.nl.ca"MichelleObrien@gov.nl.ca>; Callan, Lana <HYPERLINK 
"mailto:lanacallan@gov.nl.ca"lanacallan@gov.nl.ca>; Bowles, Ron <HYPERLINK 
"mailto:rabowles@gov.nl.ca"rabowles@gov.nl.ca>
Subject: NR2017-  

Â 

Hello all,

Â 

Cabinet Secretariat has received the above noted Cabinet paper entitled, âAdditional 
Federal Loan Guarantee for Muskrat Falls.â

Â 

Would you kindly review and provide comments Â to me by 10:00 am, Wednesday, March 
8, 2017. 

Â 

This paper is now available via DCP.

Â 

Thanks very much.

Â 
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Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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Pages 113 to 119 of this 
document have been fully 

redacted and replaced with 
this page. 
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Â 

Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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Hi Christine, IIAS has reviewed the submission and has no comments. Â 

Â 

In reviewing Annex A (communications plan), I noted under The Announcement that the 
preference is to have a quote from the Government of Canada in the news release. I 
take this to mean that there will be at least minimal engagement with the federal 
government as a communications plan is prepared and rolled out on the FLG2 
announcement, and I think this is a sensible approach.

Greg

Â 

From: Osmond, Christine M 
Sent: Monday, March 06, 2017 5:17 PM
To: Jones, Sharlene; Joyce, Luke; Jacobs, Heather; Hearn, Patricia A. (Deputy 
Minister); Cowan, John; Gover, Aubrey; Bown, Charles
Cc: Fleming, Lori; Batten, Dean; Nolan, Paul; Mackenzie, Dan; Clarke, Greg; Bailey, 
Bev; O'Brien, Michelle; Callan, Lana; Bowles, Ron
Subject: NR2017-  

Â 

Hello all,

Â 

Cabinet Secretariat has received the above noted Cabinet paper entitled, âAdditional 
Federal Loan Guarantee for Muskrat Falls.â

Â 

Would you kindly review and provide comments Â to me by 10:00 am, Wednesday, March 
8, 2017. 

Â 

This paper is now available via DCP.

Â 

Thanks very much.

Â 

Christine

Email Message

From: Clarke, Greg [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=GREGCLARKE]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc: Hearn, Patricia A. (Deputy Minister) [SMTP:PatriciaAHearn@gov.nl.ca]
Sent: 3/8/2017 at 9:06 AM
Received: 3/8/2017 at 9:06 AM
Subject: RE: NR2017-
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Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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They wanted to mirror terms that would be included in a purely commercial 
arrangement, i.e. not involving a government.

SentÂ fromÂ myÂ BlackBerryÂ 10Â smartphoneÂ onÂ theÂ BellÂ network.
From: Osmond, Christine M
Sent: Wednesday, March 8, 2017 4:06 PM
To: Parsons, Walter
Subject: NR2017-

Hi Walter, 

What was the Federal Gov rational for imposing the fee on the guarantee? 

Â 

Thanks 

Christine

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Email Message

From: Parsons, Walter [EX:/O=PSNL/OU=EXCHANGE ADMINISTRATIVE GROUP 
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=PARSONS, WALTERFE4]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/8/2017 at 3:32 PM
Received: 3/8/2017 at 3:32 PM
Subject: Re: NR2017-
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made to address the previously identified cost overruns covered in the FLG1 ,or cost 
overruns since the FLG1? Â How was a reset accomplished (i.e. discussions, an 
agreement?)

oÂ Â it references 4 payments of $184 million. Is that the only payments that will 
need to be made to COREA? If not what will the payments be (and what schedule) after 
these payments are made? 

oÂ Â If the payments can be accessed the month after payment ( without the need for 
project debt to be exhausted) what is the purpose of actually depositing this money? 
(is it accurate that on a go forward you can access the funds without exhausting 
debt? â there is reference on page 18 to âonce the FLG Debt is fully drawnâ) 

Â 

Yes, the payments deal with the overruns since the beginning of the project (since 
FLG1). In negotiations, NL sought to have the COREA completely suspended but this 
was presented by Canada as a compromise later in the negotiations.

Those are the only payments that need to be made to address the previous overruns. 
Any new overruns would be subject to the original COREA concept however.

The purpose was to show that the COREA payments are not being avoided. The old COREA 
obligation was smoothed over four payments, which causes much less hardship for the 
province, but by continuing to require them, Canada can say that the original 
principle (i.e. Â ensuring that the Province plans to make adequate equity available 
in each year to cover previously-identified cost overruns) remains.

Â 

Â·Â Â Â Â Â Â Â Â In the current FLG1 does the federal gov share in any export sales 
that exceed market price forecasts â or was that just raised in the FLG2 
negotiations? 

Â 

Just raised in FLG2 negotiations.

Â 

Â·Â Â Â Â Â Â Â Â Legislative / Legal Sections 25, 27 and 14.1 are also referenced 
in the paper.Â Could you summarize these sections? Â 

Â 

ECA 25 allows the Minister of FIN to issue guarantees on behalf of Nalcor; ECA 26 
allows Cabinet to advance funds to Nalcor to carry out its business; ECA 14.1 
outlines that Nalcor subsidiaries are not agents of the Crown.

Â 

Â·Â Â Â Â Â Â Â Â Financial:

oÂ Â Could you clarify the last sentence of the section? Will this be a positive for 
the Province? 

Â 

By putting in less equity, the Province will get less return. I wouldnât say it is 
positive or negative.
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Â 

Â·Â Â Â Â Â Â Â Â InterdepartmentalâÂ it references they were consulted , do any of 
them have any concerns? Are they all in agreement? Â 

Â 

No concerns.

Â 

Â·Â Â Â Â Â Â Â Â Intergovernmental:Â Does NS have to enter into an amended 
intergovernmental agreement as a result of the FLG2? 

Â 

No, Emera is not seeking additional guaranteed debt â the FLG2 only impacts Nalcor 
and NL.

Â 

If you have any questions, please let me know. 

Â 

Thanks, 

Christine Â 

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 

Â 
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FYI

SentÂ fromÂ myÂ BlackBerryÂ 10Â smartphoneÂ onÂ theÂ BellÂ network.
From: ElizabethLewis@nalcorenergy.com
Sent: Wednesday, March 8, 2017 5:45 PM
To: Parsons, Walter
Cc: DaveJones@nalcorenergy.com
Subject: Fwd: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Hi Walter. The 4% is meant to approximate the Province's cost of borrowing while the 
7.5% is Newfoundland and Labrador Hydro's weighted average cost of capital (i.e. 
Including both the cost of borrowing and return on equity).Â 
Let me know if you need any further information.Â 

Thanks!

Sent from my iPhone

Begin forwarded message:

From: "Dave Jones" <HYPERLINK 
"mailto:DaveJones@nalcorenergy.com"DaveJones@nalcorenergy.com>
Date: March 8, 2017 at 3:18:37 PM NST
To: "Elizabeth Lewis" <HYPERLINK 
"mailto:ElizabethLewis@nalcorenergy.com"ElizabethLewis@nalcorenergy.com>
Cc: "Walter Parsons" <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Subject: Fwd: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Elizabeth

Can you get back to Walter on this? Â 

Thanks

Dave

Sent from my iPhone

Begin forwarded message:

From: "Parsons, Walter" <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>

Email Message

From: Parsons, Walter [EX:/O=PSNL/OU=EXCHANGE ADMINISTRATIVE GROUP 
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=PARSONS, WALTERFE4]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/8/2017 at 4:47 PM
Received: 3/8/2017 at 4:47 PM
Subject: Fw: NR2017  "Additional Federal Loan Guarantee for Muskrat Falls"
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Date: March 8, 2017 at 12:18:44 PM EST
To: "'HYPERLINK "mailto:DaveJones@nalcorenergy.com"DaveJones@nalcorenergy.com'" 
<HYPERLINK "mailto:DaveJones@nalcorenergy.com"DaveJones@nalcorenergy.com>
Subject: FW: NR2017  "Additional Federal Loan Guarantee for Muskrat Falls"

Dave,

Â 

Can you please answer the question in red below?

Â 

Walter

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 8, 2017 11:30 AM
To: Parsons, Walter <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi, 

Received from FIN for your response.

Â 

Thanks 

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 10:03 AM
To: Osmond, Christine M
Cc: Hanrahan, Denise; Martin, Craig; Jones, Sharlene; Blanche, Pauline; Fleming, 
Lori; Penney, Jodi
Subject: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Christine,

Â 

The Department of Finance (Finance) has reviewed the submission entitled "Additional 
Federal Loan Guarantee for Muskrat Falls" and based on the information provided, has 
no concerns from a financial perspective.Â Finance did however have the following 
questions as it relates to FLG2:

Â·Â Â Â Â Â Â Â Â Is payment of the loan guarantee fee of 0.5 per cent factored in 
the 1.5 cent per kilowatt-hour savings for rate payers?

Â·Â Â Â Â Â Â Â Â Under Annex D, how were the discount rates of 4% and 7.5% 
determined?Â I am assuming the 4% reflects governmentâs cost of borrowing.Â Does 
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7.5% represent Nalcorâs cost of borrowing?

Â·Â Â Â Â Â Â Â Â At what point will the Province begin realizing savings on 
borrowings? 

Â 

Fiscal Policy will be providing comments shortly.

Â 

Please let me know if you have any questions.

Â 

Dean

Â 

Â 

Dean Batten, MBA, CPA, CMA
Treasury Board Officer
Â 
Treasury Board Support
Government of Newfoundland and Labrador

P.O. Box 8700
St.John's, NL A1BÂ 4J6
Â 
Direct Line: (709)729-7416 | Fax: (709)729-3054
Email: HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca

Â 

Â 

Â _____ Â 

âThis email and any attached files are intended for the sole use of the primary and 
copied addressee(s) and may contain privileged and/or confidential information. Any 
distribution, use or copying by any means of this information is strictly 
prohibited. If you received this email in error, please delete it immediately and 
notify the sender.â
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Good Morning Christine:

Â 

The Office of Labrador Affairs (OLA) has reviewed the Memorandum to Executive Council 
entitled âAdditional Federal Loan Guarantee for Muskrat Falls: (NR2017-  and 
concurs with the recommendation to approve an additional federal loan guarantee for 
the Muskrat Falls project, extending the guaranteed debt by $2.9 billion and 
providing partial relief on the cost overrun escrow account payments.Â OLA notes 
there are no Labrador specific concerns associated with the submission as it deals 
with Governmentâs approach for project financing. Â OLA has no additional comments 
for consideration.

Â 

Thank you,

Franca

Â 

Franca Smith

Senior Analyst

Executive Council

Office of Labrador Affairs

Government of Newfoundland and Labrador

709-896-1780 (t)

709-897-5473 (c)

709-896-0045 (f)

HYPERLINK "mailto:FrancaSmith@gov.nl.ca"FrancaSmith@gov.nl.ca

Â 

P Please consider the environment before printing this email

Â 

Â 

Email Message

From: Smith, Franca [EX:/O=PSNL/OU=FIRST ADMINISTRATIVE 
GROUP/CN=RECIPIENTS/CN=FRANCASMITH]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc: Bowles, Ron [SMTP:rabowles@gov.nl.ca], Barnes, Janice 

[SMTP:janicebarnes@gov.nl.ca], Watkins, Michelle 
[SMTP:michellewatkins@gov.nl.ca], Hearn, Patricia A. (Deputy Minister) 
[SMTP:PatriciaAHearn@gov.nl.ca], Keats, Janet [SMTP:janetkeats@gov.nl.ca]

Sent: 3/8/2017 at 9:39 AM
Received: 3/8/2017 at 9:39 AM
Subject: NR2017
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No concerns.

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 8, 2017 11:32 AM
To: Parsons, Walter <WalterParsons@gov.nl.ca>
Subject: FW: NR2017  

Â 

Received from IGA

Â 

From: Clarke, Greg 
Sent: Wednesday, March 08, 2017 10:06 AM
To: Osmond, Christine M
Cc: Hearn, Patricia A. (Deputy Minister)
Subject: RE: NR2017  

Â 

Hi Christine, IIAS has reviewed the submission and has no comments. Â 

Â 

In reviewing Annex A (communications plan), I noted under The Announcement that the 
preference is to have a quote from the Government of Canada in the news release. I 
take this to mean that there will be at least minimal engagement with the federal 
government as a communications plan is prepared and rolled out on the FLG2 
announcement, and I think this is a sensible approach.

Greg

Â 

From: Osmond, Christine M 
Sent: Monday, March 06, 2017 5:17 PM
To: Jones, Sharlene; Joyce, Luke; Jacobs, Heather; Hearn, Patricia A. (Deputy 
Minister); Cowan, John; Gover, Aubrey; Bown, Charles
Cc: Fleming, Lori; Batten, Dean; Nolan, Paul; Mackenzie, Dan; Clarke, Greg; Bailey, 
Bev; O'Brien, Michelle; Callan, Lana; Bowles, Ron
Subject: NR2017-  

Â 

Hello all,

Email Message

From: Parsons, Walter [EX:/O=PSNL/OU=EXCHANGE ADMINISTRATIVE GROUP 
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=PARSONS, WALTERFE4]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/8/2017 at 11:09 AM
Received: 3/8/2017 at 11:09 AM
Subject: RE: NR2017-
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Â 

Cabinet Secretariat has received the above noted Cabinet paper entitled, âAdditional 
Federal Loan Guarantee for Muskrat Falls.â

Â 

Would you kindly review and provide comments Â to me by 10:00 am, Wednesday, March 
8, 2017. 

Â 

This paper is now available via DCP.

Â 

Thanks very much.

Â 

Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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         Page 4: COREA:  
o   It notes that COREA has been reset – is the 4 payments of 184 million being made to address the 

previously identified cost overruns covered in the FLG1 ,or cost overruns since the FLG1?  How was a 
reset accomplished (i.e. discussions, an agreement?) 

o   it references 4 payments of $184 million. Is that the only payments that will need to be made to COREA? 
If not what will the payments be (and what schedule) after these payments are made?  

o   If the payments can be accessed the month after payment ( without the need for project debt to be 
exhausted) what is the purpose of actually depositing this money? (is it accurate that on a go forward 
you can access the funds without exhausting debt? – there is reference on page 18 to “once the FLG 
Debt is fully drawn”)  
 

Yes, the payments deal with the overruns since the beginning of the project (since FLG1). In negotiations, NL sought to 
have the COREA completely suspended but this was presented by Canada as a compromise later in the negotiations. 
Those are the only payments that need to be made to address the previous overruns. Any new overruns would be 
subject to the original COREA concept however. 
The purpose was to show that the COREA payments are not being avoided. The old COREA obligation was smoothed 
over four payments, which causes much less hardship for the province, but by continuing to require them, Canada can 
say that the original principle (i.e.  ensuring that the Province plans to make adequate equity available in each year to 
cover previously‐identified cost overruns) remains. 
 

         In the current FLG1 does the federal gov share in any export sales that exceed market price forecasts – or was 
that just raised in the FLG2 negotiations?  

 
Just raised in FLG2 negotiations. 
 

         Legislative / Legal Sections 25, 27 and 14.1 are also referenced in the paper.  Could you summarize these 
sections?   

 
ECA 25 allows the Minister of FIN to issue guarantees on behalf of Nalcor; ECA 26 allows Cabinet to advance funds to 
Nalcor to carry out its business; ECA 14.1 outlines that Nalcor subsidiaries are not agents of the Crown. 
 

         Financial: 

o   Could you clarify the last sentence of the section? Will this be a positive for the Province?  
 
By putting in less equity, the Province will get less return. I wouldn’t say it is positive or negative. 
 

         Interdepartmental”  it references they were consulted , do any of them have any concerns? Are they all in 
agreement?   

 
No concerns. 
 

         Intergovernmental:  Does NS have to enter into an amended intergovernmental agreement as a result of the 
FLG2?  

 
No, Emera is not seeking additional guaranteed debt – the FLG2 only impacts Nalcor and NL. 
 
If you have any questions, please let me know.  
 
Thanks,  
Christine   
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Christine Osmond 
Cabinet Officer 
Cabinet Secretariat, Executive Council 
Government of Newfoundland and Labrador 
Tel: 709.729.3524 
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See below.

Â 

From: Osmond, Christine M 
Sent: Wednesday, March 8, 2017 11:30 AM
To: Parsons, Walter <WalterParsons@gov.nl.ca>
Subject: FW: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Hi, 

Received from FIN for your response.

Â 

Thanks 

Â 

From: Batten, Dean 
Sent: Wednesday, March 08, 2017 10:03 AM
To: Osmond, Christine M
Cc: Hanrahan, Denise; Martin, Craig; Jones, Sharlene; Blanche, Pauline; Fleming, 
Lori; Penney, Jodi
Subject: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"

Â 

Christine,

Â 

The Department of Finance (Finance) has reviewed the submission entitled "Additional 
Federal Loan Guarantee for Muskrat Falls" and based on the information provided, has 
no concerns from a financial perspective.Â Finance did however have the following 
questions as it relates to FLG2:

Â·Â Â Â Â Â Â Â Â Is payment of the loan guarantee fee of 0.5 per cent factored in 
the 1.5 cent per kilowatt-hour savings for rate payers? Yes

Â·Â Â Â Â Â Â Â Â Under Annex D, how were the discount rates of 4% and 7.5% 
determined?Â I am assuming the 4% reflects governmentâs cost of borrowing.Â Does 
7.5% represent Nalcorâs cost of borrowing? I will need to confer with Nalcor on this 
one.

Â·Â Â Â Â Â Â Â Â At what point will the Province begin realizing savings on 
borrowings? Placement of Canada-guaranteed debt will begin immediately after signing 

Email Message

From: Parsons, Walter [EX:/O=PSNL/OU=EXCHANGE ADMINISTRATIVE GROUP 
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=PARSONS, WALTERFE4]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/8/2017 at 11:09 AM
Received: 3/8/2017 at 11:09 AM
Subject: RE: NR2017-  "Additional Federal Loan Guarantee for Muskrat Falls"
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the agreement.

Â 

Fiscal Policy will be providing comments shortly.

Â 

Please let me know if you have any questions.

Â 

Dean

Â 

Â 

Dean Batten, MBA, CPA, CMA
Treasury Board Officer
Â 
Treasury Board Support
Government of Newfoundland and Labrador

P.O. Box 8700
St.John's, NL A1BÂ 4J6
Â 
Direct Line: (709)729-7416 | Fax: (709)729-3054
Email: HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca

Â 

Â 
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No concerns.

SentÂ fromÂ myÂ BlackBerryÂ 10Â smartphoneÂ onÂ theÂ BellÂ network.
From: Osmond, Christine M
Sent: Tuesday, March 7, 2017 1:57 PM
To: Parsons, Walter
Subject: FW: NR2017-  

Hi Walter 

For your information comments received from IA. 

Â 

Christine 

Â 

From: Downey, Claudia 
Sent: Tuesday, March 07, 2017 1:40 PM
To: Osmond, Christine M
Cc: Harvey, Brian; Gover, Aubrey
Subject: RE: NR2017-  

Â 

Hello,

Â 

Indigenous Affairs has reviewed the signed submission âAdditional Federal Loan 
Guarantee for Muskrat Fallsâ and has no concerns with the Recommendations.

Â 

However, we would like to note the following:

Â 

Â·Â Â Â Â Â Â Â Methylmercury remains a key issue with the Muskrat Falls project, 
particularly with Indigenous groups. 

Â·Â Â Â Â Â Â Â In October 2016, the Government of Newfoundland and Labrador, Innu 
Nation, Nunatsiavut Government, and the NunatuKavut Community Council committed to 
resolving several key issues surrounding the pending flooding of the Muskrat Falls 
reservoir, which included the establishment of an Independent Expert Advisory 
Committee (IEAC), comprised of representatives of the Innu Nation, Nunatsiavut 
Government, the NunatuKavut Community Council, the federal, provincial and municipal 

Email Message

From: Parsons, Walter [EX:/O=PSNL/OU=EXCHANGE ADMINISTRATIVE GROUP 
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=PARSONS, WALTERFE4]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/7/2017 at 1:02 PM
Received: 3/7/2017 at 1:02 PM
Subject: Re: NR2017-
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governments. The IEAC has still not been finalized. 

Â·Â Â Â Â Â Â Â The NunatuKavut Community Council continues to press for a land 
claim and IBA.

Â·Â Â Â Â Â Â Â Indigenous issues continue to remain important given the federal 
governmentâs commitment to a renewed nation-to-nation relationship with Indigenous 
people.

Â 

Cheers,

Â 

Claudia

Â 

Claudia Downey

tÂ (709) 729-0510

eÂ HYPERLINK "mailto:claudiadowney@gov.nl.ca"claudiadowney@gov.nl.ca

Â 

Â 

From: "Osmond, Christine M" <HYPERLINK 
"mailto:ChristineOsmond@gov.nl.ca"ChristineOsmond@gov.nl.ca>
Date: March 6, 2017 at 5:16:43 PM NST
To: "Jones, Sharlene" <HYPERLINK 
"mailto:SharleneJones@gov.nl.ca"SharleneJones@gov.nl.ca>, "Joyce, Luke" <HYPERLINK 
"mailto:LukeJoyce@gov.nl.ca"LukeJoyce@gov.nl.ca>, "Jacobs, Heather" <HYPERLINK 
"mailto:heatherj@gov.nl.ca"heatherj@gov.nl.ca>, "Hearn, Patricia A. (Deputy 
Minister)" <HYPERLINK "mailto:PatriciaAHearn@gov.nl.ca"PatriciaAHearn@gov.nl.ca>, 
"Cowan, John" <HYPERLINK "mailto:JCowan@gov.nl.ca"JCowan@gov.nl.ca>, "Gover, Aubrey" 
<HYPERLINK "mailto:aubreygover@gov.nl.ca"aubreygover@gov.nl.ca>, "Bown, Charles" 
<HYPERLINK "mailto:CBown@gov.nl.ca"CBown@gov.nl.ca>
Cc: "Fleming, Lori" <HYPERLINK "mailto:LoriFleming@gov.nl.ca"LoriFleming@gov.nl.ca>, 
"Batten, Dean" <HYPERLINK "mailto:DeanBatten@gov.nl.ca"DeanBatten@gov.nl.ca>, 
"Nolan, Paul" <HYPERLINK "mailto:paulnol@gov.nl.ca"paulnol@gov.nl.ca>, "Mackenzie, 
Dan" <HYPERLINK "mailto:DanM@gov.nl.ca"DanM@gov.nl.ca>, "Clarke, Greg" <HYPERLINK 
"mailto:GregClarke@gov.nl.ca"GregClarke@gov.nl.ca>, "Bailey, Bev" <HYPERLINK 
"mailto:bbailey@gov.nl.ca"bbailey@gov.nl.ca>, "O'Brien, Michelle" <HYPERLINK 
"mailto:MichelleObrien@gov.nl.ca"MichelleObrien@gov.nl.ca>, "Callan, Lana" 
<HYPERLINK "mailto:lanacallan@gov.nl.ca"lanacallan@gov.nl.ca>, "Bowles, Ron" 
<HYPERLINK "mailto:rabowles@gov.nl.ca"rabowles@gov.nl.ca>
Subject: NR2017-  

Hello all,

Â 

Cabinet Secretariat has received the above noted Cabinet paper entitled, âAdditional 
Federal Loan Guarantee for Muskrat Falls.â

Â 
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Would you kindly review and provide comments Â to me by 10:00 am, Wednesday, March 
8, 2017. 

Â 

This paper is now available via DCP.

Â 

Thanks very much.

Â 

Christine

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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Â 

Without the FLG2, any debt contributions would be at a much lower credit rating and 
would come with higher costs. Yes, there will be more cost overruns beyond the June 
2016 number as we already know that the Astaldi deal adds $270 to the project 
budget. These will be covered by additional equity from the province (i.e. the FLG2 
does not guarantee debt above what was identified in June 2016) 

Â 

oÂ Â Why was the date of June , 2016 selected as the new baseline?Â Are their 
additional project overruns known since June, 2016?Â If yes for what amount and why 
wouldnât there be an attempt to have this covered by the FLG2? Has the federal 
government refused to cover past a certain date or set a limit to the amount they 
will cover? 

Â 

June 2016 was the last full re-baselining for the projects. When negotiations for 
the FLG2 began, the additional overruns were not yet known and Canada was not 
interested in keeping the guarantee open-ended. The new dates and limits in the FLG2 
are the limit set by Canada.

Â 

Â·Â Â Â Â Â Â Â Â Page 4: COREA: 

oÂ Â It notes that COREA has been reset â is the 4 payments of 184 million being 
made to address the previously identified cost overruns covered in the FLG1 ,or cost 
overruns since the FLG1? Â How was a reset accomplished (i.e. discussions, an 
agreement?)

oÂ Â it references 4 payments of $184 million. Is that the only payments that will 
need to be made to COREA? If not what will the payments be (and what schedule) after 
these payments are made? 

oÂ Â If the payments can be accessed the month after payment ( without the need for 
project debt to be exhausted) what is the purpose of actually depositing this money? 
(is it accurate that on a go forward you can access the funds without exhausting 
debt? â there is reference on page 18 to âonce the FLG Debt is fully drawnâ) 

Â 

Yes, the payments deal with the overruns since the beginning of the project (since 
FLG1). In negotiations, NL sought to have the COREA completely suspended but this 
was presented by Canada as a compromise later in the negotiations.

Those are the only payments that need to be made to address the previous overruns. 
Any new overruns would be subject to the original COREA concept however.

The purpose was to show that the COREA payments are not being avoided. The old COREA 
obligation was smoothed over four payments, which causes much less hardship for the 
province, but by continuing to require them, Canada can say that the original 
principle (i.e. Â ensuring that the Province plans to make adequate equity available 
in each year to cover previously-identified cost overruns) remains.

Â 

Â·Â Â Â Â Â Â Â Â In the current FLG1 does the federal gov share in any export sales 
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that exceed market price forecasts â or was that just raised in the FLG2 
negotiations? 

Â 

Just raised in FLG2 negotiations.

Â 

Â·Â Â Â Â Â Â Â Â Legislative / Legal Sections 25, 27 and 14.1 are also referenced 
in the paper.Â Could you summarize these sections? Â 

Â 

ECA 25 allows the Minister of FIN to issue guarantees on behalf of Nalcor; ECA 26 
allows Cabinet to advance funds to Nalcor to carry out its business; ECA 14.1 
outlines that Nalcor subsidiaries are not agents of the Crown.

Â 

Â·Â Â Â Â Â Â Â Â Financial:

oÂ Â Could you clarify the last sentence of the section? Will this be a positive for 
the Province? 

Â 

By putting in less equity, the Province will get less return. I wouldnât say it is 
positive or negative.

Â 

Â·Â Â Â Â Â Â Â Â InterdepartmentalâÂ it references they were consulted , do any of 
them have any concerns? Are they all in agreement? Â 

Â 

No concerns.

Â 

Â·Â Â Â Â Â Â Â Â Intergovernmental:Â Does NS have to enter into an amended 
intergovernmental agreement as a result of the FLG2? 

Â 

No, Emera is not seeking additional guaranteed debt â the FLG2 only impacts Nalcor 
and NL.

Â 

If you have any questions, please let me know. 

Â 

Thanks, 

Christine Â 

Â 
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Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 

Â 
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Please see below.

Â 

From: Osmond, Christine M 
Sent: Tuesday, March 7, 2017 2:52 PM
To: Parsons, Walter <WalterParsons@gov.nl.ca>
Subject: RE: NR2017-

Â 

H Walter,

Â 

Â·Â Â Â Â Â Â Â Â The agreement allows for a delay in making sinking fund payments 
until Dec 2020. This is a benefit because there will be more cash flow available to 
make payments once the project achieves full power? 

Â 

Yes there will be no cash flow at all before the power is flowing.

Â 

Â·Â Â Â Â Â Â Â Â the date by which the project must be completed to comply with the 
loan agreement has been extended to February 2021 (from?)Â

Â 

This was originally Feb 2019.

Â 

Â·Â Â Â Â Â Â Â Â can you read Â the following for accuracy and to provide info and 
make any necessary edits as required: 

Â 

Relief is provided from the pre-funded equity contributions that were required to be 
made into the cost overrun escrow account (COREA) as a result of cost overruns that 
have occurred up to June, 2016. 

Â 

Nothing incorrect but I think wording could be simplified.

Â 

Email Message

From: Parsons, Walter [EX:/O=PSNL/OU=EXCHANGE ADMINISTRATIVE GROUP 
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=PARSONS, WALTERFE4]

To: Osmond, Christine M [SMTP:ChristineOsmond@gov.nl.ca]
Cc:
Sent: 3/7/2017 at 2:15 PM
Received: 3/7/2017 at 2:15 PM
Subject: RE: NR2017
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Without this relief the Province would have needed to borrow and contribute an 
additional $875 million in December, 2016. The Province will now be required to make 
four payments of $184 million (March 2017, December 2017, December 2018 and December 
2019) 

Â 

OK

Â 

plus funds already deposited in the original COREA

Â 

no, this is already accounted for in the $184

Â 

(HOW MUCH ? or can I say which will total 875 million).

Â 

I would look to the calculations done in Annex C.

Â 

These particular funds (just the 4 x 184 million payments? yes) may be accessed in 
the month following payment. Any new project overruns (incurred after June, 2016) 
will be subject to the original COREA process (payments made in December of each 
year to cover any projected project overruns.Â Â Â Â

Â 

OK

Â 

Thanks 

Christine 

Â 

From: Parsons, Walter 
Sent: Tuesday, March 07, 2017 11:54 AM
To: Osmond, Christine M
Subject: RE: NR2017-

Â 

Please see below. Happy to discuss any in more detail â I am at 1406.

Â 

From: Osmond, Christine M 
Sent: Tuesday, March 7, 2017 10:58 AM
To: Parsons, Walter <HYPERLINK 
"mailto:WalterParsons@gov.nl.ca"WalterParsons@gov.nl.ca>
Subject: NR2017-
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June 2016 was the last full re-baselining for the projects. When negotiations for 
the FLG2 began, the additional overruns were not yet known and Canada was not 
interested in keeping the guarantee open-ended. The new dates and limits in the FLG2 
are the limit set by Canada.

Â 

Â·Â Â Â Â Â Â Â Â Page 4: COREA: 

oÂ Â It notes that COREA has been reset â is the 4 payments of 184 million being 
made to address the previously identified cost overruns covered in the FLG1 ,or cost 
overruns since the FLG1? Â How was a reset accomplished (i.e. discussions, an 
agreement?)

oÂ Â it references 4 payments of $184 million. Is that the only payments that will 
need to be made to COREA? If not what will the payments be (and what schedule) after 
these payments are made? 

oÂ Â If the payments can be accessed the month after payment ( without the need for 
project debt to be exhausted) what is the purpose of actually depositing this money? 
(is it accurate that on a go forward you can access the funds without exhausting 
debt? â there is reference on page 18 to âonce the FLG Debt is fully drawnâ) 

Â 

Yes, the payments deal with the overruns since the beginning of the project (since 
FLG1). In negotiations, NL sought to have the COREA completely suspended but this 
was presented by Canada as a compromise later in the negotiations.

Those are the only payments that need to be made to address the previous overruns. 
Any new overruns would be subject to the original COREA concept however.

The purpose was to show that the COREA payments are not being avoided. The old COREA 
obligation was smoothed over four payments, which causes much less hardship for the 
province, but by continuing to require them, Canada can say that the original 
principle (i.e. Â ensuring that the Province plans to make adequate equity available 
in each year to cover previously-identified cost overruns) remains.

Â 

Â·Â Â Â Â Â Â Â Â In the current FLG1 does the federal gov share in any export sales 
that exceed market price forecasts â or was that just raised in the FLG2 
negotiations? 

Â 

Just raised in FLG2 negotiations.

Â 

Â·Â Â Â Â Â Â Â Â Legislative / Legal Sections 25, 27 and 14.1 are also referenced 
in the paper.Â Could you summarize these sections? Â 

Â 

ECA 25 allows the Minister of FIN to issue guarantees on behalf of Nalcor; ECA 26 
allows Cabinet to advance funds to Nalcor to carry out its business; ECA 14.1 
outlines that Nalcor subsidiaries are not agents of the Crown.

Â 
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Â·Â Â Â Â Â Â Â Â Financial:

oÂ Â Could you clarify the last sentence of the section? Will this be a positive for 
the Province? 

Â 

By putting in less equity, the Province will get less return. I wouldnât say it is 
positive or negative.

Â 

Â·Â Â Â Â Â Â Â Â InterdepartmentalâÂ it references they were consulted , do any of 
them have any concerns? Are they all in agreement? Â 

Â 

No concerns.

Â 

Â·Â Â Â Â Â Â Â Â Intergovernmental:Â Does NS have to enter into an amended 
intergovernmental agreement as a result of the FLG2? 

Â 

No, Emera is not seeking additional guaranteed debt â the FLG2 only impacts Nalcor 
and NL.

Â 

If you have any questions, please let me know. 

Â 

Thanks, 

Christine Â 

Â 

Christine Osmond

Cabinet Officer

Cabinet Secretariat, Executive Council

Government of Newfoundland and Labrador

Tel: 709.729.3524

Â 

Â 

Â 

Â 
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