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Newufoufidland

NL Electricity System Labrador

* Four distinct electricity systems
o Island Interconnected System (IIS) —
o LAnse Au Loup System
o Labrador Interconnected System (LIS)

o lIsolated Rural Diesel systems on Island and in
Labrador
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* Three primary customer rate classes
o Domestic (residential)

o General Service (business, municipalities, hospitals,
schools)

o Industrial (NARL, Kruger, Vale)
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Newfoudland

Electricity Rates Labrador

Island interconnected domestic bills increased from 2001 to
2015 by approximately 41% (or 2.9% per year) nominally
based on average monthly usage of 1,517 kWh

Increase in the number of households and new commercial
and industrial developments

85% of new homes built 2002 since are heated by
electricity

Demand is expected to continue to rise
Electricity rates will increase with or without Muskrat Falls

Increases will continue up to Muskrat Falls in-service
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Newfoufidland

General Rate Application Labrador

NLH filed amended an amended General Rate Application (GRA) with
the PUB on November 10, 2014 seeking rate increases based on 2015
forecast of costs. Average proposed rates impacts at that time included:

o [IS and UAnse au Loup system retail customer increases of 2.8% and
2.6%, respectively

o Island isolated diesel system domestic and GS customer increases of
respectively 7.1% and 18.5-19.2%.

o Labrador isolated customer increases of 11.4% for domestic and
18.5-19.2% for GS. (includes Northern Strategic Plan subsidy).

o LIS retail rates increases of 1.9%.

Interim rates were set on July 1, 2015 to allow NLH to begin recovering
costs proposed in GRA. The PUB will finalize rates at conclusion of GRA.
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. . Newfoufidland
General Rate Application Labrador

* Key pressures on increasing rates include:
o Required purchase of new assets
o Maintenance required for aging assets

o Decline in fuel efficiency at Holyrood since 2007 which
requires more fuel to generate electricity

o NLH's higher rate of return on equity of 8.8%, an
increase from 4.465% in 2006.

o Higher cost of fuel compared to 2007.

* The GRA hearings are ongoing, with a decision expected in
early 2016.

* Implementation of rates will likely occur by July 1, 2016.
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* These rates are average rates for each group, which include energy rates as well as demand and basic monthly

charges where appropriate. individual impacts vary with consumption level. HST is excluded.

** These rate impacts factor in Government’s NSP subsidy provided to domestic customers of LAnse au Loup and &
Labrador Isolated Diesel Systems.



Muskrat Falls Project (MFP)
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Newjoundland
Lgbrador

MFP transmission and generation are scheduled to enter
service in 2017 and 2018, respectively

NLH will need higher revenue to meet its financial obligations
under the Power Purchase Agreement with Muskrat Falls

NP and NLH Island Interconnected and isolated customers’
electricity rates will need to increase in 2018 to cover MF

costs.

The PUB does not approve MFP costs in rates as directed in
Bill 61.
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Effect on Monthly Bills (Average Newfoufidland
Island Customer) Labrador
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* Based on 1,517 kWh average monthly consumption
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Potential Rate Easing Alternatives Ne'fgfl’jfag}ﬂnd

There are three primary means to ease the impact of the
required rate increases:

1. Defer increases by NLH borrowing funds to meet revenue
shortfall and ratepayers repaying the debt over a longer
period.

2. Allow the PUB to exercise its authority to determine whether
any such mitigation is necessary and to determine how to do

SO.

3. Use future dividends from Nalcor revenue including or limited
to export revenue through a government subsidy.

10
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Alternative 1 Ratepayer Debt Deferral “/lfidnd

* NL Hydro can borrow to reduce its revenue requirement from
ratepayers once Muskrat Falls enters service.

* Ratepayers will repay the debt over a longer period of time
(e.g. 5 to 15 years) to gradually increase rates.

* Higher cost alternative for ratepayers due to interest costs on
new debt.

* Could negatively impact NL Hydro overall creditworthiness
and Province’s credit rating due to guarantee of NL Hydro
debt.

* Regulators generally do not support future ratepayers
subsidizing current ratepayers.

11
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Alternative 2- Defer to PUB  Vevloufidiand

* While MFP exempt from PUB oversight and costs are directed
into rate base, PUB still has to set final rates for customers.

* Government could defer the rate easing decision to the PUB
as the PUB has regulatory authority to assess merits of any
rate application and impose appropriate mitigation.

* Mitigation would be funded exclusively by ratepayers.

12
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Newfor dland

Alternative 3 - Rate Subsidy ~ lebredor

* There are four options for a rate subsidy based on using future dividends
projected to be available from Nalcor.

o Option 1: Cap retail rate increases at 5% per year until 2022.
o Option 2: Cap retail rate increases at 3% per year until 2025.

o Option 3: Set rate increases to equal those previously announced at DG3 in
2012.

o Option 4: Set rate increases to equal those forecast in June 2014.

* Options 1 & 2 are rate smoothing (time limited) which provide for a
transition period to reach projected MF rates. Options 3 & 4 are rate
adjustments (project life) where rates are kept artificially low for the
project life.

13
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Newfouhdland

Alternative 3 - Rate Subsidy  iabrador
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Newfb dland

Implementation of a Rate Subsidy ™ [ibrador

Potential sources of funding include:

(@)

O 0 O O 0o o

Government’s return on incremental equity investment required to
cover cost overruns on the Labrador-Island Link.

Muskrat Falls export sales.

Upper Churchill recall export sales.
Muskrat Falls water power rental fees.

NL Hydro regulated dividends.

Upper Churchill water power rental royalty.
Upper Churchill preferred dividends.

Rate smoothing is preferred to rate adjustment as it is time and cost
limited

A rate subsidy will reduce planned future revenue to Government from
Nalcor

15
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Newfouldland
Labrador

Muskrat Falls
Overview and Status Update
Fall 2015
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Muskrat Falls Project
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Newfoufidland
Table of Contents Labrador

* Project Benefits

* Project Summary

* Project Components and Status
o MF Generation Facility
o LTA
o LIL and SOBI Crossing

* Employment and Industrial
Benefits

* MF Project Oversight
* Maritime Link
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NetfR' ((lﬂand
Project Benefits e

* Meets domestic energy needs
* 98% renewable energy supply in NL
* Long-term rate stability
* Interconnection of North American grid
o Access to export markets
o Enhanced reliability
* Federal loan guarantee benefit to province of ~ $1 billion

* GHG reduction
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Newloundland
Lgbrador

Summary of Muskrat Falls Project

Project sanctioned in December 2012
Construction began in 2013
Actual project progress at August 2015 was 33.5% versus planned progress

of 43.3%, a variance of 9.8%

e
New Project schedule baselines being established as Project budget was

adjusted in September 2015. Milestone Dates are under review
Power available from LIL in 2017, and from MF generation in 2018

Current facilities capital budget is $7.65B (increase from $6.99B estimate
in June 2014 and $6.2B at DG3).

As $Of August 2015, additional interest and other financing costs estimated
at $1.4B

Project expenditures through September 2015 totaled $3.456B:
o MF Generating Facility (51.813B), LTA ($0.504B) and LIL ($1.138B)
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MF Cost Summary

Muskrat Falls Project: |

Sub Praject | June 2014 September 2015
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Muskrat Falls Capital
3 : $6.208 $6.99B $7.658

Cast Budget Total

* Cost Drivers
o Competitive market factors
o Design changes during construction
o Contractor performance and additional project management
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New{o

Labrador

Summary - Project Schedule

August 2015 Oversight Committee Report

Aupust 2015
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N
Muskrat Falls Project (MFP) Components e‘fgg)raddcl)?'nd

Muskrat Falls Generating Facility

* 824 megawatt (MW) hydroelectric development at Muskrat
Falls

Labrador Transmission Assets (LTA)

* Two 315 kilovolt (kV) High Voltage alternating current (HVac)
transmission lines between Muskrat Falls and Churchill Falls

Labrador-Island Transmission Link (LIL)

* 1,100 km long High Voltage direct current (HVdc) transmission
line between Muskrat Falls and Soldiers Pond

* Maritime Link is separate from MFP



CIMFP Exhibit P-04351 Page 24

Newlo dland
Lgbrador

Muskrat Falls Generating Facility

824 MW hydroelectric generation facility on lower Churchill River
~30 km west of Happy Valley-Goose Bay
Includes two dams and a powerhouse

Second-largest hydroelectric facility in Atlantic Canada and the province
when complete

560,000 m3 of concrete is required to build the structures at Muskrat Falls
—equivalent to 3 Hebron gravity-based structures (GBS)

Powerhouse structure will be taller than the Confederation Building

Turbine efficiency at Muskrat Falls will be one of the highest ever obtained
in North America
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Muskrat Falls Generatlng Facility
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Newfoufidland

Muskrat Falls Generating Facility - Labrador
Current Status

As of August 2015, actual progress for the facility was 34.8% compared to planned
progress of 48.8%

Variance mainly due to:

o a change in the North Spur Works Ready for Diversion Milestone from November
2015 to September 2016

o progress on the Powerhouse and Intake continuing to fall behind Astaldi’s original
schedule

o progress on the Reservoir Preparation slowing
Stabilization of North Spur is progressing well; geotechnical conditions are as expected

Discussions are ongoing with Astaldi to determine timelines for completing remaining

work on Powerhouse and [ntake

Critical Path for River Diversjon in 2016 remains on track, however, risk of delays are
igh due to powerhouse concrete placement rates

Focus now on installing Spillway Gates in preparation for River Division in 2016 which is

on the Critical Path

11
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New[oufidland
Labrador Transmission Assets Leador

* Two 315kV HVac transmission lines from Muskrat
Falls to Churchill Falls, ~ 250km each

* New switchyard at Churchill Falls and connecting to
an extension to the existing 735kV switchyard

* New switchyard at Muskrat Falls

13
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.. Newfoutidland
Labrador Transmission Assets - Lgbrador

Current Status

* As of August 2015, actual progress on the LTA was 51.8%
compared to planned progress of 57.1%

* Slippage mainly due to transmission line installation

* Challenging geotechnical conditions and spring thaw caused
severe working conditions, resulting in temporary lay-offs

* In September, work continued on foundation assembly and
installation, tower assembly and erection, and conductor
stringing

* Civil works and building services at MF switchyard continued
with all transformer units shipped and arriving this fall

* First two units for CF switchyard arrived in September

14
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AC Transmission Line from
uskrat Falls to Churchill Falls
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Newfouidland
Labrador

Labrador-Island Transmission Link

* HVdc transmission system will include:

o 1,100 km long, 60 m wide right-of-way running from
central Labrador, crossing the Strait of Belle Isle (subsea

cable), and extending to Avalon Peninsula

o Converter station at Muskrat Falls and Soldiers Pond,
switchyard and synchronous condenser at Soldiers Pond,
and electrodes at Anse au Diable and Dowden’s Point

o Approximately 4,500 towers, 460,000 insulators and
6,000,000 meters of conductor

16



CIMFP Exhibit P-04351 Page 32

.. _ Newfo dland
Labrador-Isiland Transmission Link - Labrador

Current Status

* Asof August 2015, actual progress was 27.1% compared to planned
progress of 33.4%

* Slippage due to challenging geotechnical conditions and spring thaw
causing severe working conditions and resulting in temporary lay-offs

* Right-of-way clearing, foundation assembly and installation, and tower
assembly and erection continuing

* The first HVdc transmission tower for southern Labrador was erected in
Forteau in September

* Construction commenced in September on the synchronous condenser
building at Soldiers Pond

* In October 2015, conductor stringing for the transmission line began

17



CIMFP Exhibit P-04351 Page 33

Newfoufidland

Labrador-Island Transmission Link - Labrador
Strait of Belle Isle Crossing (SOBI)

35km marine cable crossing connecting transmission line from Forteau,
Labrador to Shoal Cove, Newfoundland

Includes 3 subsea marine cables along the seabed and 7 land cables

Two of the three land cables for Shoal Cove were installed in September
and land cables for Forteau arrived in September

Installation of land cables will be completed this fall

Following 3 years of manufacturing in Japan, the last of the three marine
cables was completed in October 2015

Marine cables will be placed along the sea floor and covered by rock
berms to protect against marine traffic

Installation is scheduled for 2016

18
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SOBI Marine Cable and LIL
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Newloundland
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Employment and Industrial Benefits

* |n September 2015:

O
®)
O

5,383 people were working on all Project components
84% of the total persons employed were from NL

4,358 people were working in Labrador — 1,230 were Labrador
residents of which 489 self-identified as a member of a Labrador
Aboriginal group

640 women were working on all project components, 589 of which
were NL residents

* Since project sanction, over $975M had been spent with NL-
based companies

* An estimated S9M per week returned to provincial economy
through local business, employment and wages

20
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Newfoutidland
Labrador

Muskrat Falls Project Oversight

* Nalcor Oversight — Board of Directors, internal audit
committee and external independent auditor

* NL Government Oversight — Muskrat Falls Project Oversight
Committee composed of senior officials from NR, FIN, JPS,
Executive Council, and chaired by the Clerk

* Independent Engineer — MHW Canada Inc. retained to ensure
compliance with terms of Federal Loan Guarantee. In place for
construction and into operations phase

21
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Newfoudland

Maritime Link (ML) Labrador

In conjunction with the MF Project, the ML will export (and import as
appropriate) hydroelectricity from NL to NS

The ML includes ~350 km of overland transmission line and two subsea
cables spanning 170 km beneath the Cabot Strait with a 500 MW capacity

It will be owned and operated by NSPML, a subsidiary of Emera NL. After
35 years, ownership transfers to Nalcor. The asset projected life is 50 years

In exchange for building the ML and providing Nalcor with transmission
access through NS, Emera will receive approximately 20% of the energy
from MF over its 50 year life (delivered over first 35 years of ML)

As of June 2015, the total project cost estimate is $1.577B, including
escalation and contingency amounts

Commissioning and first power forecasted for 2017
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lorgest in the wodtd to usa a new hydrometoflurgicol
procss thot will mifine 50,000 toanes par yem of
rickel o2 in 0 mora economicol ond arvisonmentulty
friandly manner. KBAC Construchors, o pminership
batwesn Pater Kiewd! Inhiostruciurs Co, Ganotec, BAA
Constructors and 6] Cohill, & instoling mechonical,
piping, HVAC, alaciical ond insrumenistion systems
in the plant. The project inchydas instalation of 7,600
pieces of equipment, 8,600 ishuments, 91,000
meters of ceble, 6,700 tonnes of stes! end 98,000
maters of eleciricol cobla oaoss nine buildings on the
plont site,

Tha town of Long Horbour and suraunding communities
vl baneht from savam) infrasiuchwe upgradas os well
as appraimalely 3,000 persan yeors of employment
from onstruction and 475 permanent positions.

Lebow Agreamants,/Manhours /Stoffing

Kiewil currently (Dzcomber 2015) has 279 croft
parsonnel and 79 stoff persanne] on hand fos the Long
Horbeur project. Kiewil hos provided 6,000,000 oreft
marhours ond mora than 500 stoff for the projedt,

KBAC Constructars will employ o mostly locdl worklora
astimated fo peck o 3,200 croft workers working
wnder 16 Lobow Agraements,

b 208:42

Kopuskasing, OH

Tha Lower Mottaaami River Project is the forgast
brydroelacivic powar generation inifiative in nearty 40
years in Horthem Ontorio. The project pravidas en
oppartunity for emplayment and specialized tmining o
Fisst Hahons.

Ontario Pawer Generalian (0PG) salecred Kiewil-Aloria,
aPartmership (LAP) to administer the desigabuid
projact. This projact indudes construction of o new

27 1-MW station immediately odjocent o the exisling
plant and @ new ganeraling unit will be odded to threa
other powet genarating stofians clong the Mattogami
River: Littls Long, Kipling ond Harmon. The pivject
required the excavation of 650,000 m* of overburden
s over 700,000 m? of rdk, o5 well as the plocamant
of over 190,000 m* of concreta over five yeor.

{nbour Agreements /Manhours /Saffing

Kiawiit pecked ot 1,600 craft personnel and 350 stoft
personnel of Lowet Mattogami River poject. This is o
remate project, with oll parsonnel sicying in o comp
manoged by KAP

The comp is manoged o peravids 0 good rast
amvirenment to oll crott ond staff in onder to meintein
@ healthy work /e bolonce. At paok, thers was
opproximately 800 auft on site ond lving in tha camp

Construction of the 530 slipform required ramprup of more than 2,000 workers,
* 24/7 construction, and 4 shifts with 1,400 people/shift. The team negotiated with
labour unions to create a 6/1 schedule that accommadated demand for frade workers.
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Local Benefits & Labour Strategy

Yiewit hos worked in oll provinces and feritorias
in Canado, using lotol esft abour and foremon
suparvisory stelf. Wa bring o focused approach to
segional ond lacal hiring and procuremant which
translotas inbo regionol banafits.

With over 20 years of consiniclion experienta

in Hewloundlond end Lebroder, wa have sheng
refotionships with the provincial frade crions to

isinin focal lebour, We aciively monoge fese
relationships through acrly engagamant of the uniens,
a tlear undarstonding of the avarall projat gocks

and objectives, and o fremework that promotes
tensparancy and aecountobility,

Examiplas of our pravious relavant expetience warking
an projacts with local benalits siategias/ogreaments,
such @ the (omadeNawdoundiend and Lobrador
Atlantic Accord Implementation Acts ora descrtbed
belaw.

White Rasa Topsides Projact

The White Rosa Topsides Project conlroct incompotated,
thallenging Regiona] Benelits requiraments. AMKC o
partnarship betwasn Kiewit and Aker Marifime (now
Aker Solutions), exceedad tha banafits commitment
through:

» Delivery of lofer porfion of FEED (Front End
Engineering Basign} from St. John's, Nawfoundiend

al MEEENbILEDd30]

& Labroder (s required epproximataly 50 spaciolist

engineers including support staff For 9 months).

» Executian of Detailed Dasign in St. John's
{approximately 200 dasign enginsers plus support
<toff fort8 months).

» Genaroted ofl procurment acivities fram St John's
end Marystown for the Rull contract period.

» Completed fopside fobrication, fasting and
commissioning in Nawfoundiond & Lobradot resulting
in on ovar B5% exetufion rote in the province,

» Davaloped o unique web sita designed u iniicte an
early heads-up for upcoming procurement packeges,
allowing web vendor registration, ksting prequaldied
biddars and listing successtul biddars. This fociituted
small vandars rot only o sesk parters as required
gatly in the process, but lso to offar their services o
tha successiul farger packoga biddars.

» Doveloped divarsily inifiotives in portaership with
Husky Energy, directzd at promating under-
segresanted groups in the oil ond gos indushry.
Worked in close co-opasation with tha Women
in Skifled Trodas Committee, sponsaring the
Techsploration pragrom cimed ot inferming high
sthool girs of opporturities. Supported the Women
in Science ond Enginsering inihativas thioughout the
poject with mentorship opporfunifias

Hibernia Project

All work rlated to our scope on tha Hibamia GBS
construction at Bull Arm, Newfoundland, wos exocuted
with lacal partnarship personnal, with the axception of
soma key manogement parsoanel. This work in¢luded
tha mancgement of o 3,000 parson workforca with
over 90% locol hires.

Voisay's Bay Nickel Mina

Kiawit exscuted 0 $750 M mfrostructure controct in
Lehradar. Due to its lacafion, the Aborigina fndustial
Benalit Agreements ond Adjacency Rules, the project
was ona of the most complex Industial Relations
Board (IRB) drivan projects undsrioken by Kiswit.
First priasty fos hiring and procuramant was fo

the Innu and [nvit paopla (with a tergat of 25% of
the workforce), foflowad by tha cdjacent peopls,
inchuding the Matis and Lobrodorans, follewad by
Hewfoundlonders and then other Canadions. There was
o fusther delineation within tha Innu/Inuit agreements
~ the hiring ratio hed to ba one-third Innu o twe-
thirds Inuit and within the [nuit, the more narthem
communitias had first priosity.

All hiring and procorement IRB mquiements wers me}
including the 25% of workforca requitemant for the
Inou/Tnsit paples — this was fackirated by spedalized
job trcining on-site, a5 generally tha Abariginals

lacked treining ond wark experience. Additionc) sofsly
troining ted fo zero racordobles safety incidents for the
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imvohving Aborigingl peaples in
the davalopment of major projects
throughout Canada. Our involement
dates back I the early 19705, when
Hiawit employad Grea personna) for work on

of Jomas Bay. This selotionship contiaved with the
awnid of the road mainfenance tontracts to Chisosibi
Construction, @ Crae-owned company. Subsequantly,
in the bate 19805 during Phosa If construction of
{omes Bay, Kiswit sponsorad o joint vanhura with
Crea Construction to bid dyke work. This relationship
evolved even further in the mid 1990s, when Kiewit
formed o joint venture team with Cres Conshuction
and the Mistassini Crez fo bid on work related to the
Troilus Prciact for lamat Mining. Since then, Kiewil
has worked side by side with Aboriginal paopla in the
development of Conada’s most chaflenging mining,
hydm ond hensportfion projacts.

On oll of our projects invelving Abariginal peoplas,
Kiawil engages the bend leodership to provida them
with on undarstanding of tha faosibla subcontmcting,
maarial supply and employment oppartunities that
ore availabla,

With respect to employment, Kiswit bypically hices an
Hboriginal employment and taining coondingtor from
local communities to ligisa with bund members The
coordinator also’

» Assists in identifying job skifls required

the mossive Lo Gronda River Hydea Flackic project

7' Aboriginal Engagement
Kiswit has o Yong ond rich history

* Analyzes sxisting skilks and employment goals of
Aborigingl individuals,

2 [deniflies gops batween skills required ond
membars’ axisting skills,

» Provides assistance with the soucing of the
training programs fem third poriies.

2 Monitors the haining progrom.

Our approach to implsment and moeitor Aboriginal
employmeat oksg includes:

» [latermining employment oppodunities for
Aboriginal paopls across the employment
specirum, through the consinuction phase of the
project ond in the assotiofed busiesses,

> Integiating Aboriginal prioritizalion into tha job
requisifion progess.

» Assisfing in the dasign and implamentation of o
facking system for jeb placement for members
and for credits bo the pesson yaars frget.

» Morituing employmant lavels.

in addition fe employmant oppartunitias, Kiawit
piovides effactive on-hedob traiing. All employees
receiva regular Irmining in safaty, quality,
envionmantol compliancs, production, planning ond
leodarship,

Kiewil hos ¢ proven hack record of Abariginal
inchusion, s demonshrated by tha loye! Following of
Rboriginal workers who hove chasen o confinue their
carzer with Kiswit after their first project hs reached
tomplation,

o
2020

:r First squal (50/50) Kiewit subtontractad
- First Aboriginal . Established tmining ... Portnership wos developed  S3M of sarvices o First__ Kiawil hos contracted over
-~ invalvement since + -~ piogroms fo develop ..-' in 1992 ith the Gorden  Nations an e Gatewny ">, £~ 10,800 Abosiginol rft
-‘ the sarly 70's < Khorginal bhoums River Bond o Project 5 workers
]970 Employad (raa | 980 Fnsl Alamgmi ] qqo IrnirKiayit (mstmmrs ‘2000 Kigwit kamm 2010 Over the years, Kigwat
_ : . ointventore o bud tha Veisay's avar S1OM o First Naion. s increasingly pal mare

Fuer Hydm - signed Bey mina site companiss at Cloudwarks emphasis on developing the
 Elechic project ot Hyedro Electric Project etonomic indapandenca of
.lumas Buy ) Koriginal paoples
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Nobody Gets Hurt.

Safety is o core volue ond o port of our culture. platform to snsurs ol raft have an equol voice in safety,

Kiewit is committed to the highest standards of working in pormership with monegement fo teka o proattive
o X npproath oa ralationship busiding, empowaring cur pasrs fo

safely peifonnmlee possil;le cnns@en’rwdh sound vyt hlr b wenion. skisie e

construction proctices. This commitment has with the ulfimats goal of *Nobady Gets Hurt”. Parhaps the

resulted in our company huving one of the best most impoetant compansnt fo aur sefaty parfarmance & our

mw records in the induslry. company's culture, Safaty is the fistitem on e aganda of

Our Commitment to

Safety

Anficipating, Racognizing and Controfling Sofety Risks

W beksva that attentien fo detuil end plenning i itkal o
the suteess of oll aspects of a projact — inchuding safaty. A site
spatific sofety plon is davaloped for off of cur projacts. This
plen will form the basis of our safety efforts aad emphasizes
prooctively identifying and addressing safety risks. Wa
occomplish this by davelaping written wosk plans for very
opertion, including both se¥-pedormed md subcontracted
wotk.

Fath work plan idantifies the tusk, the stepby-step method
of tomplating tha tusk ond oll needed toals ond supplies. The
plon oko includes o hazard analysis of potentiol safaty issuas
that may be encountetad while paiforming the opsation. The
work plen end hazord analysis ora reviewed, discussed and
signed-off by the crews and foreman, This rigorous planning
protess forces warkers to think thiough sach operation, which
laads fo better safety and quafity autcomes.

On our projacts, wa begin avery mosning with out “Stralch ond
Fex" progiam olong with o review of aur “Play of the Day”,
which focusas on our crews tusk for the day ond the safaty
ond risk fostors ossotiaed with the fsk. The proiect feom
parforms unscheduled scfety-only wolks. This is an opportunily
o observe operations first hand to vesify that we fallow safaly
procedures. Our Craft Voica in Safely” (CVIS) provides o

avery project masting and sefely is constantly emphasized

in tompany communication cad ot (ompary gotherings.
Exemplary sofaty pesfarmance is routinely recognized both
formally ard informelly. Kiswil employeas know how importont
salaly is 1o our company and they ot accordingly.

Safety Resources

Every project has o designated Sofety Coordinater who

is rasponsiblz for the execution of the safaly plan. As
minimum eath coardinator has OSHA 10 ond 30 heur safaty
raining. The safaty coordinator delivars o mandatory projact
specilic safaty orientation for new persoanel, conducts safety
inspections and provides follow-up safety reviaws at daily ond
weekly meefings.

Kiewit dedicates a great deal of resourss o fraining,
espaciolly safaty fraining. No eie is allowed on o jobsita
without undargoing safety haining. Al of our stalf must
complata a safety twmining courso when they or iitially hired
This training is then supplemented through our fc-house Kiawit
Univarsity advanced sofaty coursas, safaly seminars and
weekly jobsite safely meefings.

Our on-site safaly affort is supported by our Areo Safety
Committee. This committes consists of tha Aro Safely
Maragar, o poject axecutive, o projact mancger,
superintendent and front fine suparvisors. They visit oll our
projacts fo condutl o through sofaty audit. During Hha oudit,
they perfom o sfely welk ond infervisw supenvisar end croft
persannel to confimn thot Kiawit end OHSA safsty quidalines
ora being met, meintmined and distussed.
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Working Towards a

Solution

Kiawit worked chosaly with Exxon Mobil to turn around

ordared matericls fos construction of Exxon Mobil's

«Fage 46

the Hibemia project, finishing on fime and below cost. Exxon Mobil oversow operntions ond provided
budget, Storfing with 0 ssnios managemant feam 0A/0C stoff.

sita visit, Kiawit avoluated the project and portnersd : :
[ﬁﬂﬁbmmﬁh with Exxon Mabil to Fhﬂ ond exscuts o We Plﬂﬂlmﬂd the project under o cost reimbursable
winning strategy, Kiswit monaged the site consiruction contrct with a ficed iiflf for meeting budget ond
operations, inegrating key existing managemant profit plus fae on sioff costs. Kiewt received mcentives
and fiskd supervisars with Xiewil parsonnal. Wa for nchiav?ng milkstones and shored piojct cost
supplemanted existing squipment os neaded and savings with Exxon Hobil

REVIEW PROCESS

., DEFIAION & OYEN BOOK ESTUARE

Develon A
» Anclyza profact el — ’7
> sty resoumcas
) ol

4| Why Kiewit?

By Projact Delivery Moda

0 Our onestop opproach inchudes fullifment of reguistory rmquirements through to
¥ conshuction support ond managament including oversight for oll suppbiars and
tonstruction portnars. Our innavative volueimproving proctices will result in raduced
intesfuces, significonty reduced project risks and oplimized projecs conbol

Projsct Monogemant

The proximity of our St John-hased project team to the project site will provide
bter systems integration, olong with centrakzed ond improved sthedule cnd
supplier managamant

Partnaring with First Nofions

Lssons Leamed from Kiewit 50/50 jointventura parierships will pave the way
for an eftecive working relatianship with the Abariginal paoples.

Knowledge of Local Labour Markat
Tha combined engagament of local porinars will help maximize local iahour
tontent ond benelits ogreements.



CIMFP Exhibit P-04351 Page 47

e ot G G R W T o

‘)J\a-\\;-.n.} \3‘5 Mh-\n..an o

Note h_ﬂ_:’:!_h:\\s ‘wm

T Wvanks

P e




b)

c)
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Some Useful Guidance from New Brunswick

New Brunswick Electricity Act
When making appointments to the Board, the Electricity Act requires the NB Power Board to
use a merit-based and objective approach

ensure that the board of directors as a whole has the necessary skills and qualifications to carry
out its functions,

provide to the Lieutenant-Governor in Council a description of the recruitment, assessment and
selection processes used and the results of those processes,

NB Power Governance

The NB Power Board maintains a skills matrix as a tool to assist it in seeking the optimum mix
of experience, competency and specific expertise as it chooses candidates. The skills matrix also
takes into account other attributes that would add to the diversity of NB Power’s Board
including: gender diversity, language diversity and familiarity with New Brunswick’s First
Nations communities.

In order to fulfill its responsibilities under the Electricity Act, the NB Power Nominating,
Governance and Shareholder Relations Committee established a board recruitment process that
utilizes the services of an external search firm in selecting qualified candidates to fill vacancies.

The Committee provides the search firm with criteria established for directors and the
background and mix of existing directors as indicated in the up-to-date skills matrix. The
recruitment activity typically consists of a national advertising strategy, as well as the search
firm identifying prospective candidates who have the desired attributes being sought.

The search firm then compiles a list of potential candidates for Committee consideration. The
Committee interviews a short list of prospective candidates and makes a recommendation to the
Board. The Board Chair is responsible for recommending to the Minister of Energy & Mines a
choice of potential candidates and their respective terms.
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Corporate Governance Model

L\ nalcor

energy

Page 49



CIMFP Exhibit P-04351 Page 50

Purpose / Overview

« To provide an overview of the current corporate governance model at Nalcor:

Benefits of Strong Corporate Governance
Evolution of Corporate Governance Practices
Corporate Governance Model

Director Skill / Experience Matrix

Key Board Focus Areas

: W nalcor
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Benefits of Strong Corporate Governance

Nalcor has made significant progress in formalizing and improving the quality of its corporate

governance and public accountability activities over the past 7-8 years.

The company is now moving to the next phase of its development and the time is right to

consider the improvements required to bring the corporate governance and accountability
model to the next level.

Key Benefits:

Provide confidence to key stakeholders that a strong corporate governance model exists
to provide oversight of Nalcor and its subsidiaries on behalf of the Shareholder

Provides comfort to the Province’s financiers and lenders that strong governance exists

related to key energy assets that create a heritage fund of significant future value to the
Province

An effective corporate governance process to enable the Shareholder and Management
to advance the organization to the next level in its development

Increased ability to execute the vision of Nalcor and have continuity of the vision
required to implement and execute on the long-term strategy and investments

Bring depth of knowledge, contacts, advice to the company to make the company
better.

: W\ nalcor

energy
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Evolution of Corporate Governance Practices
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Corporate Governance Framework

 Itis common practice that the corporate governance needs and requirements in an
organization evolve over time — particularly in organizations like Nalcor that are undergoing
significant growth and change
= In 2006 the Board undertook a review of existing corporate governance practices and
benchmarked itself against general best practices in other leading crown corporations and
publicly-traded corporations
= The focus of the review was to prepare the governance structure for the new phase in its
evolution that the company was entering
e A Corporate Governance Committee of the Board was created and this Committee worked
with senior management to undertake the review
« The review highlighted a number of opportunities for improvement, all of which have been
implemented by the Board
» The remaining outstanding items include those related to the appointment of directors,
specifically:
- The process to identify and appoint directors
- Compensation levels for directors

: Q\® nalcor

energy
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Corporate Governance Framework

« The corporate governance review initiated by the Board in 2006 focused on the
following five primary areas:

1)

2)

3)

4)

5)

Determining and defining roles of the Board, Committees of the Board and
Management (the “What”)

Ensuring we were doing all the right things to ensure the appropriate Board
Composition (the “Who")

Determining how the Board should effectively and efficiently operate (the
“How and When")

Identify the key supporting policies, procedures, and other infrastructure
required to achieve success.

Framework to ensure the company is demonstrating its public accountability.

: Q¥ nalcor
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Current Status

Determﬁning Roies

Board and Management Roles

Board Camposition

Director Independence / Conflict of Interest

Complete

Complete

\Pna

lcor

energy
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Current Status (continued)

Supporting Palicies, Procedures & Infrastructure

Whlstle-ﬂlower Process Implementatlon In Progress

External Audit Complete

Director Orlentatlon Complete
[@Fﬁbﬁﬂm; 2 "Cé“rﬁ‘ﬁlete

Director Compensatton

Outstanding data for selection of other entities provided ln KBRS report

Completet

i e W et

Pre-Approval of Non-Audlt Services

Complete

Public Accountabitity

Annual Consolidated Financial Statements

Complete

Management Discussion and Analysis (MD&A)

Complete
W%ﬂdﬂlw | Complete — meeting timelines established for public companies| -
Annual General Meeting Complete

| Annual Report.

Transparency & Accnuntabllity Report

Cornplete

: Q¥ nalcor

energy
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Corporate Governance Model
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Factors Influencing Corporate Governance
Model

« The corporate governance model currently being used by Nalcor was designed to reflect the
following considerations:

- High level of integration and commonality of interests between various legal entities
~ Need to ensure strategic alignment between the legal entities

- Need to respect the specific accountabilities of each subsidiary Board

- Desire to protect assets in one entity from potential risks created in another entity

- Minority ownership by HQ in CF{L)Co. (and Shareholders Agreement in place)

- Emera minority ownership interest in Labrador-Island Link (LIL)

- Need to ensure tax-exempt status of Nalcor and subsidiaries is protected

- Compliance with Nalcor legislation impacting certain corporate governance issues

- Conditions imposed by LCP Financing and Federal Loan Guarantee Agreements

; L\ nalcor

energy
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Key Characteristics of Corporate Governance
Model

To address the factors influencing corporate governance, a corporate governance model evolved that
reflects the following features:

—

Thirteen separate legal entities, each with a separate Board of directors

At least two external directors independent from the Nalcor Board or any other subsidiary an all
new subsidiarjes created

For most Board'’s the CEO is the only internal director
« ina limited number of subsidiaries there are some managements representatives on the Board

Cross appointment of directors from the parent company Board on Boards of most subsidiary
companies

Common Board chair for most of the legal entities
High degree of commonality of the Officers amongst the legal entities
“Super-independent” directors on several LCP subsidiary Boards to satisfy financing requirements

Separate Audit and Safety, Health and Environment Committees for CF(L)Co as required by the
Shareholders’ Agreement

Common Committee structure at Nalcor level supporting all other subsidiary boards (Audit;
Corporate Governance; Compensation; Safety, Health, Environment & Community)

’ W\ nalcor

energy

Page 59



CIMFP Exhibit P-04351

Director / Skill Experience Matrix
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Director Skill / Experience Matrix

In late 2014 Nalcor engaged Knightsbridge — Robertson Surrette (“KBRS”) to develop a matrix

of the required skill sets that should be considered in making director appointments.

The process recommended by KBRS with respect to the appointment of new directors is two-
fold:

Core competencies expected in all directors

Specific functional expertise, industry expertise, geographical coverage, cultural and
gender diversity

The Core Competencies identified by KBRS include:

Strong conceptual skill and intellectual insight

Nalcor values orientation

Judgment and risk assessment savvy

Sophistication and sensitivity in dealing with multi-stakeholder environments
International orientation

Board level contributor and /or senior business leadership acumen

Diversity

L\ nalcor

energy
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= - B ) bl . . ) e o
Director Skill / Experience Matrix
» In assessing whether the Board has the appropriate coverage of diversity, geographic, functional and
industry experience, KBRS developed a matrix that included the following considerations:

Geographic Considerations:

Newfoundiand and Labrador
Mantimes

Quehec

Ontario

Western Canarla

Fiurape

mew Engiand

Texas /US OH'& Gas Begions
Other — USA

Other

| Functional Experience:

Large Construction Proiects

i.arge Operations

Accounting / Financial Reporting
Financing / Capital Markets
Commercial Law

Technolopy

Electricity Markets

Geology / Subsurface / Exptoration
Human Resources

Government Relations / Public Affairs
InternationalMarkets

Other

Industry Experience:

il & Gas

Electricity

Energy Marketing / Transpartation
Repulated Utility

Fnance / Banking / Privat
Construction

Cansulting / Law

Governiment

Other

Page 62
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Key Board Focus Areas
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Profile of New Directors

« In considering new directors, the following factors should be considered:
~ Atarget board of 8-10 directors
—~ Some geographic coverage from outside NL
- Start to bring some diversity to the Board
— Start to get some broader industry / functional area coverage based on the KBRS work
- Recruit some directors with experience in large company Boards

i ¥ nalcor

energy
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Common Focus Areas

The Parent company Board and subsidiary Boards have the following common focus areas:

Annual Budget (Operating & Capital)

Annual Audited Financial Statements

Quarterly Financial Statements

Annual Financial Risk Management Plan (if applicable)
Five-Year Corporate Plan

Corporate Strategy

Understanding Key Risks

Emerging Business Issues

President’s Report (actual performance against corporate plan)
Financial Performance (actual performance against budget)
Appointment of Officers

New Debt Financing

Key Commercial Arrangements

17
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Focus Areas Specific to the Nalcor Board

» The following focus areas are specific to the Nalcor Board:

Quarterly and Annual MD&A
Annual Report
Business Unit Reports
Board Committee Reports
Relationship with External Auditor, including:
= appointment of external auditors,
= annual external audit plan, and
» establishment of audit fees for the group
Oversight of Internal Audit Activities
Key Accounting Policies to be adopted by the group
Financial Risk Management Policy to be adopted by the group
Enterprise Risk Management Framework and Policies to be adopted by the group
Compensation Framework and Policies to be adopted by the group
Corporate Governance Model and Policies for the group
Corporate Strategic Planning Process
Annual Corporate Financing Plan
Annual Transparency & Accountability Report

. L\ nalcor

energy
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MurEhx, Tim

From: O'Connor, Nancy

Sent: Wednesday, December 16, 2015 3:28 PM

To: Ball, Dwight; Parsons, Kelvin; Murphy, Tim; Miles, Peter; Buckle, Joy

Subject: Background on the discussion regarding the bond performance for Muskrat Falls
Hi,

Just looping back with you on this.

Further to some chatter about Anthony Germaine digging about investments. This is where it stems from based on my
understanding. The appropriate departments have this information as well.

Thanks
Nancy

From: KONeill@nlh.nl.ca [mailto:KONeill@nlh.nl.ca]

Sent: Wednesday, December 16, 2015 2:14 PM

To: O'Connor, Nancy

Subject: Background on the discussion regarding the bond performance for Muskrat Falls

Hey Nancy,
Dawn asked me to send along some background information to you on this topic.

Following a Globe & Mail article this week (see below) NTV reached out to Nalcor, Dept. of Finance and DNR
asking for a comment about the poor-performance of the bonds for the Project.

Dept. of Finance is not planning to comment and it's my understanding the DNR will leave it to Nalcor to
respond with a statement.

Here is our draft statement that I'm currently circulating for review and comment. {'ll forward the final once |
have signoff.

Diana Quinton at DNR is looped in on our planned response and she will also receive the final statement
before we issue.

Since this is the first time I'm using your gov't email address can you please confirm you have received my
email?

Thanks
Karen

Proposed response to NTV:

In December 2013 Nalcor Energy secured $5 billion of debt financing at a fixed average interest rate of 3.8%
for a fixed term by issuing a series of long-term bonds bearing an AAA credit rating through the guarantee

1
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provided by the Government of Canada. The performance of these bonds in the markets do not have any
impact on the favorable terms or repayment obligations Nalcor Energy has secured for these bonds nor is it
related to any views the market may have on the Muskrat Falls Project.

As noted in the recent Globe & Mail article, there are various macro economic factors that could be driving the
performance of these bonds. The performance could be related to the fact that financial markets have been
under pressure in the last few months driven by persistent market illiquidity, concerns over the Chinese
economy, and the continued oil crisis caused by the lack of cooperation of OPEC members.

In comparing the change in interest rate spreads on the bonds acquired for the Muskrat Falls Project financing
since December 2013 (which in turn impacts their price) to those they are typically benchmarked against, the
change has actually been comparable. The spreads on these bonds is consistent with the movement of both
Canada Mortgage Bonds in the 10-year term and the 30-year term Government of Ontario bonds.

/fwww.theglobeandmail.com/globe-investor/canadian-provincial-bond-selloff-spreads-to-less-liquid-

securities/article27750621/
Canadian provincial bond sell-off spreads to less-

liquid securities

JOSH WINGROVE
Bloomberg News
PublishedMonday, Dec. 14, 2015 5:13PM EST

Dwight Ball won a commanding election victory two weeks ago in oil-producing Newfoundland with a pledge
to stoke the province’s economy and open the books on its flagship energy project. Bond investors aren’t as
optimistic as voters. Bonds for the $7.7-billion Muskrat Falls hydroelectric dam and a pair of related
transmission lines, though federally guaranteed, are among the five worst performers this quarter among the top
50 provincial issuers on the Bank of America Merrill Lynch index.

While Mr. Ball’s Liberal election platform is bullish on Newfoundland’s economy and power sector, the
projects have run into setbacks in recent months, including a cost overrun and subcontractor insolvency. That
has been compounded by contagion from general weakness across Canadian provincial bonds, only now
rippling through to smaller, less-liquid holdings such as the three connected to Muskrat Falls.

“You've seen a very quick reversal” to match pricing with, likely, very little actual trading, said Heather
McOuatt, portfolio manager at Franklin Bissett Investment Management, which manages $5-billion in fixed
income. “The trajectories are in line with what I°d expect with just a catch-up trade.”

The Canadian provincial bond market is down 1.6 per cent since July, led largely by Ontario, on selling
pressure driven by the Chinese yuan devaluation in August and a subsequent search for liquidity, Ms. McOuatt
said. The smaller bonds related to Muskrat Falls were spared at first, but have since joined the rout.

Muskrat Falls is an 824-megawatt generation facility in Labrador; 1,600 kilometres of transmission lines known
as the Labrador Island Link would connect it with the existing Churchill Falls project and the island of
Newfoundland, while the Maritime Link would hook it up to Nova Scotia.



CIMFP Exhibit P-04351 Page 69

The dam is a massive project for the Atlantic province of 528,000 people — Muskrat Falls’ cost exceeds the
provincial government’s total annual budget, which sits at $7.2-billion this fiscal year. Nalcor Energy Corp., a
utility owned by the Newfoundland provincial government that is developing the project, announced on Sept.
29 costs had risen 10 per cent.

Canadian provincial bond spreads widened in the third quarter of 2015 largely because of external factors, said
Avery Shenfeld, chief economist at CIBC World Capital Markets. That included a higher risk premium in
global markets on non-sovereign debt, driven by a boost in liquidity of corporate bonds and a slowing global
economy, which increases credit risks, he said.

Canadian federal government bonds still trade at historically low yields, Mr. Shenfeld said. “Even with wider
spreads, high-grade provincial and corporate bonds are also still being bought at relatively low rates,” he said.

On Nov. 30, Newfoundland voters delivered what polls had long projected — a landslide victory for the Liberals,
who won 31 of 40 districts, and an end to the Progressive Conservative government that approved the Muskrat
Falls project. Mr. Ball chided Nalcor for cost overruns during the campaign and pledged to “open the books on
Muskrat Falls.” The Liberals also committed to “minimizing its burden” on taxpayers and detail funding.

“We continue to make steady progress in all areas of the project across the province,” Nalcor spokeswoman
Karen O’Neill wrote in an e-mail response.

Nancy O’Connor, a spokeswoman for Mr. Ball, declined to comment, saying his administration hasn’t yet been
briefed on the matter. The government takes power today.

The federal guarantee — agreed to by Prime Minister Justin Trudeau’s predecessor, Stephen Harper - is
supporting the value of the bonds amid uncertainty, Ms. McOuatt said. Mr. Trudeau has hinted at doing the
same for other projects, campaigning on a promise to use the government’s “strong credit rating and lending
authority to make it easier and more affordable for municipalities to build the projects their communities need.”

The bar will remain high on such projects, Ms. McOuatt said.

“I don’t foresee them getting involved with too much of these types of things in the future, if they’re not of this
scale and same sort of significance,” she said.

Karen O'Neill
n a I CO r Communications Manager
energy Lower Churchill Management Corporation
LOWER CHURCHILL PRONCT Nalcor Energy - Lower Churchill Project

t. 709,737.1427 . 709.680.2012
e. koneill@nalcorenergy.com
1.888.576.5454

You owe it to yourself, and your family, to make it home safely every day. What have you done today so that nobody gets hurt?
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Murehz, Tim

From: Mullaley, Julia

Sent: Friday, December 18, 2015 10:58 AM
To: Murphy, Tim; Parsons, Kelvin

Subject: FW: Staffing by line of business - Nalcor

Please see below. This had come up as a question during the briefings with the transition team. If you require further or
additional information, please let me know. Thanks.

Julia

From: King, Tracy
Sent; Friday, December 18, 2015 9:20 AM

To: Mullaley, Julia

Subject: FW: Staffing by line of business - Nalcor

Julia,
| understand during the transition period there was some question as to the staffing levels at Nalcor. Please see the
information provided below. If you require further or additional infarmation, please let me know.

Tracy

Tracy King

Assistant Secretary te Cabinet

Cabinet Secretariat, Executive Council
Government of Newfoundland and Labrador
{709) 729-2850

From: Bown, Charles W.

Sent: Thursday, December 17, 2015 3:10 PM
To: King, Tracy <TracyKin ov.nl.ca>

Subject: Fw: Staffing by line of business - Nalcor

Sent from my BlackBerry 10 smartphone on the Bell network.

From: DéwnDaIley@nalcorenergy.com
Sent: Thursday, December 17, 2015 3:09 PM

To: Bown, Charles W,
Subject: Staffing by line of business - Nalcor
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~ Company Estimate
Churchill Falls 314
NL Hydro 868
Non-Reg Hydro 40
LC 69
Oil and Gas 22
Bull Arm 3
Energy Marketing 18
Nalcor 127
Total 1460

Page 71
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Murphy, Tim

From: Bown, Charles W.

Sent: Saturday, December 19, 2015 7:11 PM

To: Murphy, Tim

Subject: Re: Monday Announcement - Key Messages
Got it.. Ty.

Charles

Sent from my BIackBerry 10 smartphone on the Bell network

From: Murphy, Tim

Sent: Saturday, December 19, 2015 6:50 PM

To: Bown, Charles W.; Coady, Siobhan; Ball, Dwight

Cc: Parsons, Kelvin; O'Connor, Nancy; Mullaley, Julia; Miles, Peter
Subject: Monday Announcement - Key Messages

Here are my Comms related notes:

- Given recent cost increases and schedule slippage on the MF project, it is prudent for the NL Government to
review the project's cost and schedule to determine if there are any critical risks going forward.

- The TOR for the review has been posted on the NL Government website.

- This type of due diligence is typical in major capital projects. It also addresses our platform commitment to
“open the books on Muskrat Falls".

- EY has been selected to do this work given they recently completed a study of MF project cost and schedule
controls, so their learning curve will be extremely limited thereby enabhng the review to be completed
- e_ﬁedltlously /" o

™

o
.- The review will take two months and will be completed by earleﬁ%rch The final report, including Nalcor's ™

ré&m\se, will be presented to the Muskrat Falls Oversight Committee and be released to the publlc J

- We are conscious that Nalcor is focused on MF project execution and we don't want that focus to change.
That's why we want the work completed expeditiously.

- A key driver to do this work relates to planning for our 2016-17 budget. We want to confirm the funding and
time required to complete the MF project gnd inform the public. We need to ensure that any risks from a

financial perspective are reflected in the Fiscal framework going forward.

- We have advised the Nalcor Board Chair and CEO of the planned review and they have committed to full
cooperation (TBC).

- The MF project is of critical importance to the province.
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- The cost of this review will be between 750K-1M. We believe this is an essential investment given the scale
of the MF Project and its implications on the Government's overall budget.

Sent from my BlackBerry 10 smartphone on the Bell network.
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Executive Council
Natural Resources
December 21, 2015

Media Advisory: Announcement of the Review of Muskrat Falls Project

The Honourable Dwight Ball, Premier of Newfoundland and Labrador, together with the
Honourable Siobhan Coady, Minister of Natural Resources, will make an announcement
today (Monday, December 21) regarding a review of the Muskrat Falls Project. The
announcement will take place in the Media Centre, Ground Floor, East Block,
Confederation Building, beginning at 2:00 p.m.

.30 -
Media contacts:
Nancy O’Connor Diana Quinton
Director of Communications Director of Communications
Office of the Premler Department of Natural Resources

709-789-1825 709-729-5282, 631-8155
nancyoconnor@gov.nl dianaguinton@gav.nl.ca
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SZﬁcV Fyu, ,4.6/({:'&)
Murphy, Tim ég)/\j.ﬂ—;(/] e 2o

From: Mullaley, Julia

Sent: Friday, December 18, 2015 10:22 PM

To: Ball, Dwight; Murphy, Tim

Subject: Fw: Revised material and quote

Attachments: Muskrat Falls Project - Cost and Schedule Review.pptx

For further discussion tomorrow. Thanks.
Julia

Sent from my BlackBerrv 10 smartphone an the Bell ngtwork.

From: David Steele <david steele@ca.ev.com>
Sent: Friday, December 18, 2015 9:44 PM

To: Mullaley, Julla
Subject: Revised material and quote

Hello Julia,

Attached is a revised deck that provides for greater focus on reviewing the Project's cost and schadule, current state and
forecast.

The fee range assaciated with this review Is $750K - $1.25M, which Is comprisad of notable planning before-hand
(between now to the second week of January) and 8 resources for the 2 month duration. {f., T pned— T

We will do everything we can to contain fees. We are bringing our very best major capital project/infrastructure
rasources to this project, all very senlor operators. This is what is required to ensure that you and the Premier get the

comfort from this review on the Project’s Schedule and Cost.

In addition, two of our major capital project/infrastructure leaders will be in town on Monday for internal planning. It
would be great i we could get a few key Tolks Irom Government {perhaps you and/or Charles) together with them for
initial conversations and direction setting. This could happen In the afternoon. Please let me know. Thank you.

Regards,
David

Find us on: F. MIM_IMIM

‘3 David Steele | Partner | Advisory Services

r--!"-'JJ

Emst & Young LLP

Fortis Placs, 5 Springdale Street, Suita 800, St. John's, Newfoundland and Labrador A1E 0£4, Canada
Offics: +1 7089 570 8284 | Cell: +1 709 789 2080 | David.Steele@ca.ev.com
Websle: hlp/iwww.eyv.com
Malania Brooks | Phone: 1 708 726 2840 | melanie brooks@ca ayv.com

Proudly serving Caneda for over 150 years
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5

CON;‘[DENTIAL andfor PRIVILEGED. If received in ervor please notify the sender and permanently delete. CONFIDENTIEL et/ou
PRIVILEGIE. Si ce courriel est regu par erreur, veuillez nous en aviser et en effacer toute trace. EY, 222 Bay St, PO Box 251,
Toronto, ON M5K 137. www.ey.com/ca To unsubscribe from commercial electronic messages / Pour vous désabonner des messages

électroniques commerciaux : Unsubscribe@ca ev.com
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Muskrat Falls Project — Program Review and Monitoring
Preliminary Estimate of Fees

ases of Program

The following is a preliminary esﬁmate bf fees for the varidus ph
Review and Monitoring activities:

(Initig aal) R

The scope, duration and expectation for deliverables will be determined through collaboration with Government and EY
and documented in an agreed Scope of Work (SOW). A final fee estimale with noted assumptions will be provided with
the SOW.

Page 1 EY
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135

Advisoey | Assurance | Tax [ Transactians |
For mare information, please wisn ey.com/fes
ey.com/ca

©2015Ermst & Young LLP

Alf Rights Reserved.
A member firm of Ernst & Yaung Globat Limited
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Muskrat Falls Project — Program Review and Monitoring
Building trust and confidence through transparency

Objectives and Overview:

» Independent program review and-fisk oversight is required to build stakehoider trust and
confidence in the Muskrat Fa)l§ Project (the “Project”).

» Establishing an independent program review and en-geing program monitoring are
considered highly effective leading practices for major infrastructure programs.

» It will deliver a clear understanding of the Project's current state and forecast for the
future, including identification of opportunities to address critical risks.

Deliverables and Reporting:
» A report will be provided to the Provincial Government, covering:
» The performance of the Project
» The key risks and issues impacting the Project
» |dentification of opportunities for remediation or corrective actions, if necessary

Page 1 EY
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Muskrat Falls Project — Program Review and Monitoring
Building trust and confidence through transparency

Scope and Activities
We recommend two scope components:

1. Program Review (up front)
» A comprehensive review of the Project status — both current and projected
» ldentification of the significant risks and issues facing the Project
» Root cause analysis
» Performed in 2 phases:
» Phase | (6 weeks) — interim results and observations, providing focus for Phase ||
» Phase Il (2.5 months) — deeper dive into focus areas identified from Phase !
» Expected total duration of 4 months (i.e., January — April 2016)
» Additional interim reporting will be provided during the course of the review, as appropriate

2. Program Monitoring
» On-going assessment and monitoring of the Project through to completion
» EXxisting sources of assurance on the Project will be used as appropriate
» The scope and intensity of the monitoring will be determined based on the results of the Program
Review and will consider any risks identified

The scope, duration and expeclation for deliverables will be determined through collaboration with Government and EY
and documented in an agreed Scope of Work.

Page 2 EY

Page 89



CIMFP Exhibit P-04351 Page 90

-

Muskrat Falls Project — Program Review and Monitoring
Building trust and confidence through transparency

Potential focus areas for the Program Review:

2. Project Status / Baseline
» Cost - assess processes / status / estimate to complete
Schedule - assess processes / status / forecast 1o complete
» Scope - changes pending / approved and claims
» Scope, Cost and Schedule - identify mitigation / improvement opportunities
» Procurement / Contracting — assess conlrols / status / identify risks
Quality management — assess processes / status / identify risks

v

b 4

3. Risk identification, quantification and mitigation

- Assess the slatus of critical risks identified and related risk management plans

» Assess the quantification of risk and contingency provisions in budgeis and schedules
» ldentify additional risks and other areas of concern

» Recommend opportunities to mitigate risks and define appropriate remediation plans

Page 3 EY
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EY

Adwisory | Assurance | Tax | Transactions |
For more informauon, please visit ey com/ca
ey.com/ca

©2015Eenst & Young LLP

All Rights Reserved,
A meebier firen of Ermst & Young Global Limited
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Briefing note: Muskrat Falls
Request for EY to Review Project Cost and
Schedule eadkr 4 e Aects

December 18, 2105

EY

Building a better
working world
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Muskrat Falls Project
Request for EY to Review Project Cost and Schedule

Objectives and Overview:

» An independent review.todetiverwretear-understanding-of the Muskrat Falls Project's Cost
and Schedule status (current state and forecast), including the identification of
opportunities to addressAcritical risks.

“y

» A report will be provided to the Provincial Government covering:
» The cost and schedule performance of the Project
» The key risks and issues impacting the cost and scheduie of the Project
» |dentification of opportunities for remediation or corrective action, if necessary

Reporting:

§ A%
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Muskrat Falls Project
Request for EY to Review Project Cost and Schedule

Scope and Activity Overview

1. Cost & Schedule Review
» A comprehensive review of the status of the Project's cost and schedule — both current and

projected
» |dentification of the significant risks and issues facing the Project =
» Root cause analysis [Ar €

ZF oo
» Expected duratio P(‘: H g Ao = . i S
» Interim reporting

be-provided during the course of the review, as appropriate

The scope, duration and expectation for deliverables will be determined through collaboration with Government and EY
and documented in an agreed Scope of Work.
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Muskrat Falls Project
Request for EY to Review Project Cost and Schedule

Potential focus areas for the Cost & Schedule Review:

— Qe a0
1. Project Status / Baseline Co (+
» Cost — assess status and estimate to complete

» Schedule — assess status and forecast to complete

i e AT oF
» Scope — assess changes pending / approved and claims 15 /

» Scope, Cost and Schedule - identify mitigation / improvement opportunities J / S eHer
» Procurement / Contracting — assess and identify risks
» Quality management — assess and identify risks — / o, N fr (e

2. Risk identification, quantification and mitigation
» Assess the status of critical risks identified by the project and related risk management plans
» Assess the quantification of risk and cantingency provisions in budgets and schedules

» |dentify additional risks and other areas of concern that come to our attention while conducting
the cost and schedule procedures outlined herein

» |dentification of opportunities for remediation or corrective action, if necessary

Page 3 EY
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EY

Advisory | Assurange | Tax | Transactions |

For more nformauon, pleasc visi ey.com/fca
cy.comfca

G 2015 Ernst & Young LLP
All Raghis Reserved.
A member firm of Erast & Young Global Limited
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Lower Churchill Management Corporation

L\ nalcor

energy 500 Columbus Drive
{OWER CHURCHILL PROIECT £.0. Box 12800
St. John's, NL Canada A1B OC9

Ms. Julia Mullaley

Clerk of the Executive Council

Cabinet Secretariat

Government of Newfoundland and Labrador
Confederation Building

St. John's, NL A1B 4J6

Dear Ms. Mullaley:

Re: Review of Muskrat Falls Project Cost and Schedule Management
Processes and Controls

Lower Churchill Management Corporation (LCMC) has had an opportunity to
review the recent Ernst and Young (E&Y) report commissioned by the Oversight
Committee to review the cost and schedule management processes and controls
implemented by LCMC for the construction of Muskrat Falls, the Labrador-Island
Transmission Link, and the Labrador Transmission Assets.

External reviews are a valuable mechanism to confirm that appropriate practices
are being applied and to identify opportunities for further improvement. We look
at this review in the same light as previous work commissioned internally by the
project team and the feedback provided by the Independent Engineer (IE). We
also believe it is important to provide context for such reports, as there is often
information and background that provides some additional insight into the
rationale for certain project decisions and processes. This letter, in response to
the E&Y report, was written from that perspective. The major points outlined by
E&Y have been addressed below; they are listed and addressed individually in
tables of concordance attached to this letter.

| U
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As noted in the report, LCMC has implemented a suite of project control processes
for project cost and schedule, 2 Project Execution Plan, and coordination
procedures for administering, controlling, and managing contractors’ costs and
schedules. Reporting is also issued to provide updates on cost and schedule for
the project. The project management controls and processes were developed
early in the project development for standard project management oversight
within the company. At that time, Nalcor did not design far these materials to be
used in a public oversight process. As you will see noted below, Nalcor recognizes
the different requirements of internal oversight related to project leadership and
decision making versus the requirements of the Oversight Committee and_the
company will adjust process controls and management to address the needs of the
Oversight Committee; in particular, in providing cost and schedule risk report:s—ét a

time and level that allows the Committee to identity and quantify project cost and

schedule risks.
Y

Contractor management is an important and strategic consideration for the
project team, as progress must be monitored, while at the same time avoiding
claims arising from directing their activities. We acknowledge that E&Y noted that
cost and schedule risks are subject to active and formalized management and that
the project team has been staffed with resources experienced in cost and schedule
management. '

We concur with the key schedule management process and control issues
highlighted by E&Y and have been actively working with our contractors to see
them addressed.

The baseline documents identified in issue number 1 (baseline schedules and
control documents) are contractor deliverables. As contractors are engaged, our
approach is to provide feedback and comments so that deficiencies in these
documents can be rectified by the applicable contractor before this information is
incorporated into the Integrated Project Schedule (IPS). All approved baseline
contractor schedules have been incorporated into the schedule, and issues arising
from unapproved schedules are being addressed directly by the project team._'[ht_e
noted documentation gaps in the IPS development and management processes

havenot precluded development and management of the schedule, and they will
_be closed by year-end 2015.

| O\

Page 100



CIMFP Exhibit P-04351

A decision to re-baseline project cost and schedule is made at the project
leadership level and not by the Project Control team. Consequently, it is not in
their mandate and therefore not in their process or procedure. However, it is part
of the Project Control team processes and procedures to monitor and report cost
and schedule performance and provide the necessary management information to
project senior management to take necessary action including: contingency draw-
down status, comprehensive trend identification, trend analysis, mitigation plans
and actions, and potential cost, schedule and quality impacts when appropriate
analysis is completed.

Project senior management’s decision to re-baseline cost or schedule and seek
related Approval for Expenditure (AFE) is an internal project process based on an
evaluation of trends in project performance and the underlying risks associated
with project execution that remain after mitigation strategies have been
implemented.

In response to E&Ys finding that the Oversight Committee’s understanding of such
conditions and processes is an important foundation as it conducts its oversight
activities, Nalcor will add a formal alert process to the regular monthly interface
meeting agenda with the Oversight Committee. This wimovide a summaryT:?
potential emerging vulnerabilities and opportlrm-ty trends, associated mitigation
activities and a range of potential cost, schedule and quality impacts, provided the
necessary analysis has progressed to the point where such impacts can be
quantified. In addition, Nalcor will provide the Oversight Committee with an
outlook, if and when a re-baseline may occur, and the rationale for such a
decision.

In relation to E&Y's comments regarding contingency forecasting, a
comprehensive contingency analysis was undertaken at Decision Gate 3 (DG3).
Subsequent contingency forecasting is based on an outcome of multiple inputs
including actual contractor bids, detailed oversight of the contractor and
procurement performance, all summarized into a comprehensive trend analysis
process. This process highlights issues and opportunities early, incorporates

mitigation activities and assesses potential impacts in the future. The current
R e .

approach to contingency is both deliberate and planned and intended to drive the
project team to control costs within tight limits. We believe it prudent to avoid

(U

Page 101



CIMFP Exhibit P-04351

excessive contingencies which are reflective of our desire to deliver the project at
the lowest possible cost.

E&Y noted that it did not review the project’s DG3 documentation. The process
used by LCMC to develop the DG3 cost estimate was, however, reviewed by the IE
as part of its initial review. The |E noted in its November 2013 report that:

The cost estimating methodology employed by Nalcor utilizes a
deterministic approach to calculate the project's direct and indirect
costs and a risk-adjusted onalytical technique to develop a
contingency allocation for defined tactile risks. Finally, a separate
escalation analysis hos been developed to colculate and fund
anticipated changes in forwaord price levels via an allowance into the
capital budget. The IE notes that Nalcor follows standard estimating
practices as put forward by the Association for the Advancement of
Cost Engineering International (AACEI), including 69R-12, 58R-10,
18R-97, and 17R-97.

The approaches to contingency development contemplated by E&Y were
undertaken at project sanction in December 2012. Our current approach, which
‘we believe to be appropriate and prudent at this stage of project development, is
to continue to engage in direct discussion on emerging risks and cost pressures
and take management action when they have emerged. This discussion will be
supported by the regular risk ranging and trend analysis documentation as
previcusly noted.

E&Y has suggested thresholds for variance management, reporting and escalation
are not defined and they expect them to be in place to assist in giving a clear
indication of the severity of issues and need to escalate to the Oversight
Committee. Nalcor has set the threshold for variance on any work as zero.
Authority to expend funds beyond the approved amount for any work package
does not exist, and additional funds must be acquired through the change control
process before additional expenditures can be authorized. That being said, as we

noted above, we are adding a process to our Oversight Committee interface which

will address this suggestion by clearly indicating the type and severity of issues to
the Oversight Committee.

| O\
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In relation to the note that fully quantified risks or trends may not be documented
for certain challenges, we note that the internal project risk management framework
captures such risks; however, quantification of risks is a function of many variables
and detailed analysis needs to be completed prior to quantification. This obviously
takes time and resources and can only be completed when the analysis is reasonably
progressed. The trends are assessed on an ongoing basis by project leadership, as
indicated by E&Y in their previous comments.

In summary, we believe that continued focus on, and enhanced discussion of project
risks that could materially impact cost and schedule, as well as their mitigation
strategies, is a valuable and important oversight tool to ensure a rigorous focus on
cost and schedule to project completion. While E&Y and the other external
organizations that have reviewed LCMC's processes and practices have consistently
concluded that appropriate controls for cost and schedule are in place, we
appreciate and understand the unigue needs of the Oversight Committee and the
important role it plays in advising Cabinet and are adjusting our reporting and alert
processes with the Oversight Committee as discussed above.

Sincerely,

Rt 70

Gilbert J. Bennett, P. Eng., FCAE
Vice President

cc. Mr. Ed Martin, CEO & President, Nalcor Energy
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Table 1 - LCMC RESPONSE TO KEY FINDINGS AND OBSERVATIONS IDENTIFIED BY E&Y

E&Y Comment

LCMC Response

1. Key project control processes have been
developed, including:

a.

Core project management and control
processes for cost and schedule,
including the development of an
Integrated Program Schedule (IPS) for
the program, identification of baseline,
cammitted and incurred costs as well as
linkage of cost and schedule baselines
to change management processes and
controls;

A Project Execution Plan defining the
basis of the schedule and the estimate,
and key assumptions supporting Project
baseline cost and schedule; and
Coordination procedures for
administration, execution control and
management of the contractors’ cost
and schedule,

LCMC concurs with these observations.
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Table 1 - LCMC RESPONSE TO KEY FINDINGS AND OBSERVATIONS IDENTIFIED BY E&Y

E&Y Comment

LCMC Response

2. Project reporting summarizes key information
on construction cost and schedule, including:

a. Schedule forecast and progress
leveraging the IPS, including critical path
and float review; and

b. Cost forecasting, including Estimate to
Complete, Estimate at Complete,
variances and trends, as well as basic
contingency forecasting.

LCMC concurs with these observations.

3. Nalcor’s continued efforts to work with
contractors on maintaining a disciplined
approach to project management, control and
reporting.

LCMC concurs with these observations.

4. Proactive measures were being taken to
manage patential claims.

LCMC concurs with this abservation.

5. Cost and schedule issues and risks arising
during the Project were subject to active and
formalized management.

LCMC concurs with this observation.
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Table 1 - LCMC RESPONSE TO KEY FINDINGS AND OBSERVATIONS IDENTIFIED BY E&Y

E&Y Comment

LCMC Response

6. A matrix organizational structure had been
established, responsibie for managing the
Project as 2 whole. Key roles In this
organizationa! structure had been staffed with
resources experienced in cost and schedule
management.

LCMC concurs with this observation.
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Table 2 - LCMC RESPONSE TO KEY SCHEDULE MANAGEMENT PROCESS AND CONTROL RISKS AND ISSUES
IDENTIFIED BY E&Y

E&Y Comment

LCMC Response

1. Certain baseline documents defining

contractor schedules as well as the documents
defining the control of project schedules were
not yet complete.

The baseline documents identified (baseline schedules and control
documents) are contractor deliverables. As contractors are engaged, our
approach is to provide feedback and comments so that deficiencies in
these documents can be rectified by the applicable contractor befare
this information is incorporated into the Integrated Project Schedule
(IPS). All approved baseline contractor schedules have been
incorporated into the schedule, and issues arising from unapproved
schedules are being addressed directly by the project team. The noted
documentation gaps in the |PS development and management processes
have not precluded development and management of the schedule, and
they will be closed by year-end 2015.

Contractors’ schedule updates were not being
systematically rolled up into the Nalcor
Integrated Project Schedule (IPS) that forms
the basis of the reporting to the Oversight
Committee.

Please refer to the response to #1 above.

. A completion date has not been established for
finalizing an integrated baseline of contractor
and IPS schedules to correct the issues noted in
#1 and #2 above.

Please refer to the responses to #1 and #2 above.

. The IPS development and maintenance process
is not fully documented.

The level of documentation is sufficient to maintain the IPS; however, any
documentation gaps will be addressed by year-end 2015.
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Table 3 - LCMC RESPONSE TO KEY COST MANAGEMENT PROCESS AND CONTROL RISKS AND ISSUES

IDENTIFIED BY E&Y

E&Y Comment LCMC Response

. The conditions and processes for re-baselining | A decision to re-baseline project cost and schedule is made at the project
cost and schedule are not defined in the Cost leadership level and not by the Project Control team. Consequently, it is
Control processes and procedures. The OC not in the Project Control team’s mandate and therefore not in their
understanding of such conditions and processes | pracess or procedure. However, itis part of the Project Control team’s
is an important foundation as it conducts its processes and procedures to monitor and report cost and schedule
oversight activities. performance and provide the necessary management information to

project senior management to take necessary action including: contingency
draw down status, comprehensive trend identification, trend analysis,
mitigation plans and actions, and potential cost, schedule and quality
impacts when appropriate analysis is completed. Project senior
management’s decision to re-baseline cost or schedule and seek related
Approval for Expenditure (AFE) is an internal project process based on an
evaluation of trends in project performance and the underlying risks
associated with project execution that remain after mitigation strategies
have been implemented. These processes are designed for internal project
utilization, and, in our experience, function well. In response to E&Y’s
finding that the Oversight Committee understanding of such conditions and
processes is an important foundation as it conducts its oversight activities,
Nalcor will add a formal alert process to the regular monthly interface
meeting agenda with the Oversight Committee. This will include providing
a summary of potential emerging vulnerabilities and opportunity trends,
associated mitigation activities and a range of potential cost, schedule and
quality impacts, provided the necessary analysis has progressed to the point
where such impacts can be quantified. In addition, Nalcor will provide the
Oversight Committee with an outlook, if and when a re-baseline may occur,
and the rationale for such a decision.
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Table 3 - LCMC RESPONSE TO KEY COST MANAGEMENT PROCESS AND CONTROL RISKS AND ISSUES

IDENTIFIED BY E&Y

E&Y Comment

LCMC Response

Nalcor uses a relatively basic approach to its
updating of forecasted contingency
requirements, which in our experience is not
consistent with the expected practices for a
project of this scale and complexity. Given this,
it is not clear whether the cost contingency as
forecasted in reports for the Project will be
adequate.

A comprehensive contingency analysis was undertaken at 0G3. Subsequent
contingency forecasting is based on an outcome of multiple inputs including
actual contractor bids, detailed oversight of the contractor and
procurement performance, all summarized into a comprehensive trend
analysis process. This process highlights issues and opportunities early,
incorporates mitigation activities and assesses potential impacts in the
future. The current approach to contingency is both deliberate and
planned and intended to drive the project team to control costs within tight
limits. We believe it prudent to avoid excessive contingencies which are
reflective of our desire to deliver the project at the lowest possible cost.

. The Project does not define thresholds for

variance management, reporting and
escalation purposes. We would normally
expect these to be in place as they assist in
giving clear indications of the severity of issues
and the need to escalate to key stakeholders,
such as the OC.

Nalcor has set the threshold for variance on any work as zero. Authority
to expend funds beyond the approved amount for any work package
does not exist, and additional funds must be acquired through the change
control process before additional expenditures can be authorized. That
being said, as we noted above, we are adding a process to our Oversight
Committee interface which will address this suggestion by clearly
indicating the type and severity of issues to the Oversight Committee.

Page 109




CIMFP Exhibit P-04351 Page 110

Table 3 - LCMC RESPONSE TO KEY COST MANAGEMENT PROCESS AND CONTROL RISKS AND ISSUES
IDENTIFIED BY E&Y

E&Y Comment LCMC Response

4. Fully quantified risks or trends have not been | The internal project risk management framework captures such risks;
documented for certain significant challenges | however, quantification of risks is a function of many variables and detailed

on the project. The scale of potential analysis needs to be completed prior to quantification. This takes time and
challenges is also not quantified in the resources and can only be completed when the analysis is reasonably
summary reporting made available to the progressed. The trends are assessed on an ongoing basis by project
Oversight Committee. leadership, as indicated by E&Y in their previous comments. The scale of

potential challenges will be addressed in the process we are adding to the
Oversight Committee interface.
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Project Background e i

January 13, 2016

Newfoundliand and Labrador (NL) requires more power due to increasing
demands for electricity and aging infrastructure

Lower Churchill Project - Phase | (LCP) positions NL as a leader in clean,
renewable energy with 98% of NL's energy generated from renewables

LCP stabilizes electricity rates for residents and is a strategic enabler for
businesses and economic growth

LCP will change the future of our province, Atlantic Canada and the rest of the
country when it connects NL to the North American grid for the first time in the
province’s history

LCP allows NL to take advantage of opportunities to sell clean, renewable power
to other Canadian provinces as well as the North Eastern US

LCP generates significant revenues and savings over the next 50 years
delivering long-term value to NL, NS and Canada

LCP provides significant economic and employment benefits to NL, NS, QC and
Canada during construction
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in

Key Messages Newfou ndiand

Labrador

* An Enhanced Federal Loan Guarantee (FLG) strategically aligns with the new
Government of Canada'’s platform commitments:

New Government of Canada Platform | Alignment with Enhanced FLG

Climate Change/COP21 NLis an environmental leader with 98% clean, renewable energy to meet
provincial needs and available for export markets — NL will be tied for the
leading position across all provinces for renewable energy and reduction of
fossil fuel

LCP represents a 4.5 million tonne reduction of CO, and will enable further
devetopment of c!ean, renewable energy in the region

Stronger Federal Prompcial T |J Demonstrates commltmentto NL, andlother. Canagienvere;ﬂl‘ces,aof more |
' Partnerships| I, effective Federal- -Provinclal working relatlonshlp .as|Cana ‘swoperatlon‘

proTrldes meanlngfulsupport to a Province’s fiscal management: actlon plan

' NL noticompetlng wlth eCanada andlpfuvlnces in tight, govemment"‘debt r”ffa’rkets |

Infrastructure Investments / Investment in green infrastructure creating $6.1 billion total income to labour

Clean Energy Infrastructure and business generating 70,000 person years of employment, $950 million in
federal taxes and $850 million in provincial taxes

Renewed relatlonshipretween, I Demonstrates'ssupport for strong Aborigina[:partnershlps as egldenced by,NL ’

Canada and]lndlgeno&s peopies  and|innu/Natlon’s New, Dawn iagreement

e Nl S —————r——— —

¥ It provides S|gn|f|cant fmancmg cost savings and economic beneflt whlle
maintaining Canada’s key financial protections under the FLG -$1.8 billion to
$4.4 billion savings to ratepayers with minimal potential cost impact to Canada

- A Aé-ﬂa/\/u\lur. Py aJC Ff.J_r 3
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Projected Benefits to Canada Newfoundiand

Labrador

$6:1 B $S50 M

i 31,000
total income to b in federal taxes pe—{g}g‘ggaf Attantic

. Canada
tabour andibusiness T employment in
iz G Canada
5.0 B newtoundiand

= 1.2 B ontario
=\1:2 B ouibec 17‘000

] b & w (¥
b gy oy S | ' Ontatfo

$350 M
intaxes

LEVFOUKDLAKD to NL
AN LABRADON

Further
development of
renewable energy
in the region

1-. Dowmh
SSEEERE enabled

¢

OOM‘

1 other
1
provincial HEV!

= L o NI DRUNSIICK upito
200 M =
$ Québec & . 4.5 M
e . - tonnes of
| CO, reduction

Ontario
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Federal Loan Guarantee ol
- Background

* In December 2013, Nalcor (through funding trusts) completed financial
close by issuing $5 billion of AAA rated long term bonds guaranteed by
Canada for the LCP - these proceeds were invested and are being
drawn down monthly to fund Project expenditures

* Some of the key provisions of the FLG with Canada include:
— Maximum debt levels (DER) for (i) the M at Falls (MF) / Labrador Transmission
(LTA) component of the projec@ and (ii) the Labrador-Island Link (LIL) is
—um Debt Service Coverage Ratios (DSCR) of 1.4 times
— Any amounts not financed through debt are to be financed by equity (supported by a v
formal guarantee from NL) ¢ ;o/"‘;

— Debt is amortized over the repayment period (30 years-MF/LTA; 35 yaars LIL) through
semi-annual sinking funds contributions starting of_December 1, 2018

NJ  — Any forecasted cost overruns subseguent to financial close are to be whollypre
/ﬁ [N" funded with equity through the Cost Overrun Reserve Escrow Account
current balance is $450 million

* Since financial close, NL and Naltgr have maintained compliance with
the provisions of all the agreements’and commitments relating to the
FLG

lanuary 11, 2016
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Federal Loan Guarantee T

- Background (continued)

* A-rated, non-guaranteed LCP credit ratings were secured as a condition
precedent to FLG - this was and continues to be based on the following:
— The investment decision was made on the basis that the future requirement for

electricity by NL was such that the financing is supported solely by the cash flow from
domestic NL sales, through NL Hydro (NLH), and does not require any export sales

— Given the above, a series of agreements were developed to ensure that the cash flow
stream from NLH was unconditionally available to support the LCP financing

— Implementation by the Province of a legislative and regulatory framework to ensure
full cost recovery in a timely manner to support debt service

— The equity portion of the financing will be provided to the Project's entities by (i)
Nalcor under Equity Support Agreements, and (ii) Emera under Nalcor/Emera Formal
Agreements - all of this is backstopped by NL with formal unlimited Equity Support
Guarantees

« All of these above features would continue under the proposed FLG
enhancements (o '

January 11, 2016
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Federal Loan Guarantee Vst
- Opportunity

3}: In finalizing terms of the current FLG, there were opportunities missed at the
o 4, Canada-NL political level for additional cooperation and benefit

“8‘ v — The level of low cost guaranteed debt was capped at $5 billion based on cost estimates at that time
W e
&

= Canada required any forecasted cost overruns subsequent to financial close to be wholly pre-funded with
equity through the COREA, despite being provided unlimited Equity Support Guarantees by NL to fund
whatever equity is required to achieve Project in-service

— Canada required a fixed date to start principal repayment through semi-annual sinking funds
contributions - this did not provide flexibility in case of a delay scenario

* In the spirit of greater partnership between Canada and the Provinces, NL and
Nalcor request to make three simple amendments (outlined on next slide) to the FLG
that will:

— Continue to respect Canada's key financial protections (maximum DER, minimum DSCR, priority asset
security and NL equity completion guarantee)
Mf "'\44»-0 ﬁtﬂ el D -A' .

— Achieve the objective of minimizing the total incremental cost to all stakeholders of funding required for
the Project; and

- Have minimal potential cost impact to Canada;

- Reduce the level of required NL equity funding and improve the timing in which the remaining NL equity is
to be funded

January 11, 2016



CIMFP Exhibit P-04351

Enhanced Federal
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_ /S.;ff‘{_ j , et Neff(l))u:i((iﬂand
Loan Guarantee  +»< .4 abradior

!

1. Eliminate the COREA concept, thereby not requiring any future pre-funded equity ~
payments and thus allowing the existing $450 million COREA balance to be used as d

equity immediately %
—,J B 5 = COREA requires NL to borrow funds earlier than normally required - inefficient and more expensive £ }
g \1 \ A :fl_ Canada remains provided with unlimited Equity Support Guarantees by NL to fund whatever equity is
S( | ‘yb required to achieve Project in-service j_ %
5?’ — defers timing of additional NL equity requirements &
2. Improve existing additional debt provisions to allow addifionat-debt to be guaranteed .

/1‘\7 by Canada and funded in the same way as the origina

’5' J,'\ — by maintaining maximum DER and minimum DSCR, this additional debt would be at least $1 - $2 billon
depending on final costs)
.

% 3. Change sinking fund contribution requirement from fixed date starting in December

1, 2018 to date depending on LCP in-service with any deferred amount being
~amortized between in-service date and first bullet bond repayment
— sinking fund contribution is approximately $50 million every six months

* |Improved timing and reduc i 1 ve generate net
interest savings to I\éL of/$30 - $90 million over next 2-3 years i coild S Hosa
_ gk >~ ASa I
Januar?vfu_:mls /——//W,L ] oles, 9?é<(‘ Aroale

et s
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&

Potential Benefits of e foundland
Enhanced Loan Guarantee |

« Canada demonstrates a more comprehensive regional partnership and assists in
achieving key announced policies on reduction of greenhouse gas emissions,
green infrastructure development and renewed relationship with Indigenous
peoples, while maintaining key FLG financial protections with minimal potential
cost impact to Canada

«  $1.8to $4.4 billion savings over life of the project ($0.4 to $0.9 billion on a
present value basis) to ratepayers - from difference in cost of guaranteed debt
versus equity

« $1 to $1.9 billion reduction over next 2-3 years in NL equity contribution to Nalcor
- Canada’s cooperation provides meaningful support to a Province’s fiscal
management action plan

* $30 - $90 million in net interest savings over next 2-3 years due to improved cash
flow timing and reduced NL equity requirements

* The requirement not to pre-fund forecasted cost overruns results in NL not
competing in tight, government debt markets with Canada and other provinces
before funds are actually required by the Project

January 11, 2016
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Company Frofile L_ TR 1H2035qulta“ﬁ 5 \ JL AT W ke, - 7

ﬁml_;ea‘dfihg”@'énenaIf-Q,Qntractor; with"a‘Global'Presencei:

A leading Itatian General Contracter and cne of the most important players in the construction sector at global ievel, delivering value through a dual
-

constructlon-:oncession approach, integrated with engineering and procurement.

Koy Milaziones L J'_Emyj_M!_ sence () N
| 75,000+ kms of railways end undsrgrounds, 15,000+ kins of highways snd ‘.
f«mmumm.z1s+mqmuwmmdmm v3r Contractor worldwide in Sridges :;
|1212.TOM (Tupoef Bor Megneh + 7 Gonbractor worldwite In Akiports |
WATERANDENERGY + 8% Contracior workdwide in Hydro Plont |
/B8 dama. gamwhm power wmw““u‘,ww | M) e e L e e SN T
plants. B #12% Contracior workdwide in Mass Transi & Rell
V73 e o hydoadhs 2% Contractor wos
myumuam-. plants, adding o a total of B,000MW instaed capacity. +.16% Conircior worldwide In Trnsporiation
| e h s !
: ¥ 17% | Contracior workdwide in Hig -
' [CIVIL AND INDUSTRIAL BUSLDING | ool ontvice in fgfnany
"Zﬂm for u tolal of 8,500+ beds. v 25" Contrecior woridwids in Bufidings (Hestthcars)
% 25" Contraclor woridwida in Bufidinga (Hestihcs
| B,ZOZplrkingm
ke .._k_ e Y - i o T o FENTR- pe—— CUREY Sl A F L A MR Nl - PR L ¥ et |y o R A WA S S A AN T il
t Contractor i1 Europe and 854 Contractor worldwide in 2014 ENR Global Contrastors List {1,

{*) 2014 ENR {Engineering News Record) Sourcebook - 2013 consolidated figures,
{*=) 2015 ENR (Enpineering News Recard) Sourcebook — 2014 cansolidated lgures.
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Key Figures and Business Lines

£
v a,..
=
=]

*Key;consolldated 2014 figures 3
oj_iewmas €27, billionj =5
® EBITDA: €306 million (11.6% margin) _% S TA L D I
® Total Backlogt!): over €28 billion
® LApprox 100 projects in: 17 qounlnes ¥ |
L:Q.BOD*» gmplo_yees . ‘? ) CONCESSIONI

- Water and Energy ' Civil and Industrial Plant Design and Concessilon
Franapoit Infrastrucires Prduction Plents Bulldings Malntenance Participations
) - [Pier | : —= . B

éASTAL | Astaldi @ London STAR Conference 2015 o Oclober 5, 2015 4
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Global Presence

® More than 70% of revenues from outside {taly with increased contribution from Chile, Peru, Russia and Canada (in 2014)

Present singe:  belore 1980 1580-1530 1390-2608
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Agenda

Company Profile
1H 2015 Results
Appendix

Balant | Watsaw Subway Line 2
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Company Profilz 1H 2015 Resuits EF g e pandic. i 3 —W]

Main Topics

* [STRONG1H2015'RESULTS'BENEFITING:FROM:A\GOOD:COMMERCIAL
AND/OPERATING'PERFORMANCE:»

. Total'Reveniie #15:8% “at EUR 4 billion

« QOperating revenue +18.3% at EUR 1.3 billion, mainly in Turkey, Russia, Canada, Poland

« EBITDA +20.5%, EBITDA margin at 12.9%
 EBIT +18.8%, EBIT margin at 10.1%

* Netincome+82% at’'EUR"62:4 milliony.of which approx. EUR 34 million from equity
participation

» [Net'EFinancial'Position‘at’EUR“ 1 billion; with-approx:EUR:130:million:ofiinvestments;

é'ASTALD_[ Asfald @ London STAR Conference 2015 ¢ Oclober 5, 2015 8
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1H 2015 Results — Operating Performance

* Revenue boosted by foreign activities
(+32.8%), mainly in Turkey, Russia and

tioed ; Canada
[ e B R . 1 37 % « (12 2015 revenue coming from Italy
ﬂ-—m—mm—..m l_RW"m.‘.ef" R 5‘391"7{‘ ""“!1 201*5”““%"‘1'5‘% +10% seems to anticipate a recovery path for
————hi ;"L Y LS domestic market (+35% for 2Q 2015 vs.
e e R R— * Margins supported by high quality orders
ERIT R & 7 5 e ST A4 AD 1) " 4494 e o T in execution and by the release of
Em 1403 L +18.8% provisions linked to projects, which have
EBITMmyln - s rorars - 10.1%, _8.8% ' . >9% been delivered
Net Financial Charges (85.1) (77.5) +10.0% ; i - {551
* Net financial charges include EUR
I SPV d
;vcac;g;i ;r:m s equity metho 336 14.0 n.m. million charge linked to fair value on the
e 788‘8‘ - 547 +62’3% ] equity linked bond
! . ]

— .-— e e * Net income benefits from EUR 33.6

ey AR Y _._....134 LY R 5 =

— 62:47 3 +M ?T*At"‘“ '!‘_10/) million of effects mainly linked to SPVs

equity method evaluation
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H 2015 Results — Commercial Performance

* A DURABLE COMPETITIVE ADVANTAGE

« Astaldi with its effective business model, continues to prove an impressive

commercial, financial and technical strength

» (New:contractsifor EWUR5:3ibillion‘toidater
 Financial closing reached for over EUR 6 billion no-recourse lines

» Impressive performance on delivering complex projects

* Astaldi is successfully executing some of the most complex engineering project at
worldwide level

* All this has laid the foundations for the next cycle of growth

ASTALDI Asialdi @ London STAR Conference 2015 o Oclober 5, 2015 12
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Astaldi with its Effective Business Model, Continues to Prove an Impressive
Commercial, Financial and Technical Strength

- JOTAL'BACKLOG'HAS'REACHED:OVERIEUR:27:BILLION

« Strong commercial network is creating the opportunity for a new durable, sustainable cycle of growth

>EUR:27;billions%)
TOTALBACKLOG?
EUR 16.5 billion
=3X BACKLOG IN EXECUTION

FY 2015
Expecled
Revenues

m Concessions = Construction

.ASTAL | Astaldi @ London STAR Conference 2015 « October 5, 2015
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Executive Council
Natural Resources
December 21, 2015

Media Advisory: Oversight Committee Releases Review of Management Processes and
Controls Related to the Muskrat Falls Project

Today, the Muskrat Falls Oversight Committee released a review of cost and schedule
management processes and controls related to the Muskrat Falls Project. The review,
undertaken by Emnst & Young (EY), and Nalcor's response is available at (insert web
address).

The Muskrat Falls Oversight Committee was established in March 2014 to formalize and
strengthen existing oversight of the Muskrat Falls Project. In making its observations, the
committee uses an extensive reporting framework, which includes project reports regularly
generated by Nalcor, information specifically requested by the committee, and information
required by the Independent Engineer.

-30-
Media contacts:

Nancy O’Connor Diana Quinton

Director of Communications Director of Communications
Office of the Premier Department of Natural Resources
709-789-1825 709-729-5282, 631-8155

nancyoconnor@gov.nl.ca dianaguinton@gov.nl.ca
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Executive Council -~ Goun
Natural Resources -
December 21, 2015

Responsible Management of the Province's Investment

Government Opens Books on Muskrat Falls Project

Today, the Honourable Dwight Ball, Premier of Newfoundland and Labrador, together with
the Honourable Siobhan Coady, Minister of Natural Resources, announced that the :
Provincial Government will undertake an independent review of theﬁ:?st nsks and schedule
for the Muskrat Falls Project.

“Given cost increases and schedule slippage on the Muskrat Falls Project, it is
prudent Tor the Provincial Government to review the project's cost and schedule to
determine if there are any critical risks going forward. Emst & Young LLP (EY) will undertake
a comprehensive, independent review of this project to get a clear understanding of cost,
schedule, and key risks. The consultant will also identify opportunities for corrective action,
if necessary. This type of due diligence is typical in major capital projects and we are
moving ahead with the work immediately.”

- The Honourable Dwight Ball, Premier of Newfoundland and Labrador

The terms of reference for the review are available at (insert web address). The process will
be completed in March. The final report, including Nalcor's response, will be presented to
the government’s Muskrat Falls Oversight Committee and will be released to the public.

“We have a mandate to open the books on the Muskrat Falls Project and starting with the
review announced today, that is exactly what we intend to do. This review will ensure
prudent, responsible oversight and will confirm the funding and time required to complete
the project. We need to ensure that any risks from a financial perspective are reflected in
our 2016-17 budget and the fiscal framework in the future. We have advised Nalcor of the
planned review and they have committed to full cooperation.”

- The Honourable Siobhan, Minister of Natural Resources

EY has recently completed a study of Muskrat Falls project cost and schedule controls
available at (provide web address) and will complete this additional review.

QUICK FACTS:

¢ Today, the Honourable Dwight Ball, Premier of Newfoundland and Labrador, together
with the Honourable Siobhan Coady, Minister of Natural Resources, announced that the
Provincial Government will be undertaking an independent review of the cost and
schedule for the Muskrat Falls Project.
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e The terms of reference for the review are available at (insert web address). The review
process will be completed in March. The final report, including Nalcor's response, will be
presented to the Muskrat Falls Oversight Committee and will be released to the public.

e EY is an independent consultant to the Muskrat Falls Oversight Committee with special
skills in major capital projects. EY has extensive knowledge and understanding of the
project and has recently completed a study of Muskrat Falls project cost and schedule
controls available at (provide web address).

-30 -
Media contacts:
Nancy O'Connor Diana Quinton
Director of Communications Director of Communications
Office of the Premier Department of Natural Resources
709-789-1825 709-729-5282, 631-8155

nancyoconnor@gov.nl.ca dianaquinton@gov.nl.ca
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| have no idea whether Astaldi is in a cash crunch to the magnitude that Ed
and Ken will describe but the above information, which describes a fairly healthy
company, is all publicly available online and took me less than an hour to find. 'm
sure David Cochrane and James MacLeod and others will find it pretty easy as
well.

This is the same company that you and your P&P colleagues will be asked
by Ed Martin and Ken Marshall to write a cheque to for $250-$350 million from
the public treasury — with no guarantee this will even be enough to satisfy Astaldi,
plus it doesn’t prevent the schedule slippage referenced above. To me, this
situation is, in a word, preposterous. It would clearly be seen by the public as
throwing good money after bad with no end in sight. It would be seen as
rewarding bad behavior.

Can you imagine appearing before the people of the province to justify such
a decision? The same people you have told for the past six weeks that our fiscal
circumstance is dire, the same people who now believe that significant layoffs and
program reductions are coming, the same people who will know in the next few
days that five schools are closing. Can you imagine the reaction of Jerry Earle and
other union leaders to news that Government can afford to write this cheque
while at the same time Minister Bennett seems to think she can achieve $200
million in concessions from unions — this year alone)

Also not covered in the deck is what happens to our money if one of the
100 or so other major projects Astaldi is involved in runs into a similar overrun.
And do any of the other proponents of any of these projects around the world
share Nalcor's assessment of the dire cash flow situation, and are they writing big
cheques as well? Can Ed and Ken guarantee you on Tuesday that this will be the
last over-run or schedule slippage on the project (of course they can’t)? Important
questions, but all unaddressed.

While this memo will inform your thinking leading into Tuesday's
discussion, you will note it doesn’t address your options in response to the
proposal Ed and Ken will pitch. That's because the collective we need to do much
more analysis of the implications before we are in a position to provide you with
that advice. This next decision and steps by you and your government on this
project are critical, and the due diligence needs to be done to ensure the next
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If we don’t cut the cheque, Ed and Ken will tell you that the actual cost
increase will be higher than the $600-5800 million {closer to $1 billion) and the
schedule slippage will be greater than 12-18 months (closer to 21-27 months)
because Astaldi will slow its progress as a result of not getting its assistance. They
will also tell you that the contract with Astaldi is “solid”.

Ed and Ken will tell you about the analysis they have done which confirms
for them that Astaldi is in a major cash flow crunch, and try to convince you the
risk of Astaldi insolvency is real. What is not in the deck and what they may not
tell you is the following:

1. Astaldi had revenues in 2014 of 2.7 Billion (Euros);

2. They have over 100 projects in 17 countries;

3. They have 10,000 employees worldwide;

4. In Astaldi’s public presentation to financial analysts on their first half of
2015 results, they reported total revenue of 1.4 billion Euros (up 15.8%);
they reported net income of 62.4 million Euros (up 82%); they reported
a net financial position of 1.1 Billion Euros; and they reported new
contracts they had secured valued at 5.3 Billion Euros. The punch line of
the Astaldi presentation was “All this has laid the foundations for the
next cycle of growth”;

5. On December 3, 2015 Moody’s reaffirmed the credit rating of Astaldi at
B1 corporate family while at the same time changed its watch outlook
from stable to negative. In reaffirming Astaldi's rating, here’s a snippet
of what Moody’s said in its news release from just seven weeks ago:
“Astaldi's B1 rating reflects the good visibility and predictability of its
future revenue generation given the company's strong and relatively
well diversified order backlog in execution, the company's
geographically fairly well diversified order portfolio, its solid track record
of execution and expectations of continued healthy operating margins,
and a fairly immature but attractive investment portfolio in
concessions”; and

6. In January 2016, a number of analysts from major banks offered their
recommendations on Astaldi shares. One recommended buying shares,
one recommended holding, a couple were neutral, a couple said reduce
and one recommended selling.
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CONFIDENTIAL

January 24, 2016

Premier,

This memo has been prepared as food for thought as you think about the
discussion planned for P&P on Tuesday.

On Tuesday, Ed Martin and Ken Marshall will appear before you and your
colleagues on the Planning and Priorities Committee of Cabinet. They will present
a set of slides to you that they were reluctant to commit to paper. While they will
use their own presentation skills to make their points, in essence this is what they
will be telling you:

1. The Muskrat Falls project will incur a further 12-18 month delay to
powerhouse completion;

2. The additional cost to Astaldi is anticipated to be in the $600 million to
$800 million range; and

3. This schedule slippage and cost increase are the responsibility of Astaldi.

They will indicate to you that if Astaldi has to incur this additional cost,
which is an estimate and may be higher, there is a risk of Astaldi insolvency. If that
were to occur, the cost increase to the project will be much higher, accompanied
by a longer time required for project completion.

Ed and Ken will pitch to you and your P&P colleagues their proposed
solution which evidently has been vetted through various Nalcor Boards. They will
recommend that the public treasury of the province cut a cheque in the order of
$250 million to $350 million in assistance to Astaldi to offset their cash flow
problems to reduce — but far from eliminate - the prospect of further cost
increases or schedule slippages. They will also point out, as does their
presentation deck on several slides, that this cheque amount may not be
sufficient to satisfy Astaldi. So the cheque amount may very well be higher.
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If we don't cut the cheque, Ed and Ken will tell you that the actual cost
increase will be higher than the $600-$800 million (closer to $1 billion) and the
schedule slippage will be greater than 12-18 months (closer to 21-27 months)
because Astaldi will slow its progress as a result of not getting its assistance. They
will also tell you that the contract with Astaldi is “solid”.

Ed and Ken will tell you about the analysis they have done which confirms
for them that Astaidi is in a major cash flow crunch, and try to convince you the
risk of Astaldi insolvency is real. What is not in the deck and what they may not
tell you is the following:

1. Astaldi had revenues in 2014 of 2.7 Billion (Euros);

2. They have over 100 projects in 17 countries;

3. They have 10,000 employees worldwide;

4. In Astaldi’s public presentation to financial analysts on their first half of
2015 results, they reported total revenue of 1.4 billion Euros (up 15.8%);
they reported net income of 62.4 million Euros (up 82%); they reported
a net financial position of 1.1 Billion Euros; and they reported new
contracts they had secured valued at 5.3 Billion Euros. The punch line of
the Astaldi presentation was “All this has laid the foundations for the
next cycle of growth”;

5. On December 3, 2015 Moody'’s reaffirmed the credit rating of Astaldi at
B1 corporate family while at the same time changed its watch outlook
from stable to negative. In reaffirming Astaldi’s rating, here’s a snippet
of what Moody’s said in its news release from just seven weeks ago:
“Astaldi's B1 rating reflects the good visibility and predictability of its
future revenue generation given the company's strong and relatively
well diversified order backlog in execution, the company's
geographically fairly well diversified order portfolio, its solid track record
of execution and expectations of continued healthy operating margins,
and a fairly immature but attractive investment portfolio in
concessions”; and

6. InJanuary 2016, a number of analysts from major banks offered their
recommendations on Astaldi shares. One recommended buying shares,
one recommended holding, a couple were neutral, a couple said reduce
and one recommended selling.
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decisions are made based on well-informed analysis. We have some ideas on who
to engage to assist in that regard which we can discuss.

Tim Murphy

C.c. Kelvin Parsons
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January 25, 2016

Premier,

As you are aware, on Monday, Janua Nalcor advised Government that they were entering
_into discussions with Astaldi with the objective of negotiating a solution to Issues raised by Astaldi with
respect to cost and solvency. | understand that Nalcor's intent was to reach an agreement in principle
with Astaldi with final approval to be sought from Nalcor’s Board of Directors and Cabinet. In general,

standard process requires negotiating mandates for issues of this significance to be approved by
Government in advance of entering good faith negotiations. While Nalcor had advised government of
the performance issues with Astaldi and a potential quantum required to address the issue, to date,
there have not been any detailed briefings or analysis provided by Nalcor to Government to support
Nalcor’s position/recommendation on this issue. As a result, Nalcor was directed to provide detalled
information respecting the issue including due diligence performed to date, and an assessment of
options.

A draft presentation was provided on Thursday, January 21, 2016 (revised Friday, January 22, 2016)
outlining Astaldi performance to date, Nalcor’s actions to address performance issues and Nalcor's
position that while their contractual position is strong and issues are the result of Astaldi’s actions, the
implications of not supporting Astaldi could result in a very large exposure to the Project. The
presentation further outlined the options considered with a recommendation that Nalcor work with
Astaldi to reach a negotiated settlement which would require providing at least an additional $250-
300M to Astaldi. This recommendation was largely to address reported solvency concerns with Astaldi
and ensure earliest completion of the project, estimated at 12-18 manth increase in schedule.lt_:js
amount does not include other additional costs to the project due to this extended timeline to project
Hmpﬁtﬁ\ (eg. site services, impact on other contractors, project management, etc). Nalcor advises
their assessment/due diligence processes included consultation with mega project risk consuitants;
project management advisors; a forensic accountant firm; construction lawyers; construction claims
advisors and internal project managers.

As discussed aver the fast several days, there has been no independent analysis of the information
provided by Nalcor and the level of information provided is not sufficient to render an informed
decision. Given the significant policy and financial implications of this decision, a much deeper
understanding of the issue and the due diligence undertaken by Nalcor in reachlng its recommendation
is required to ensure there is strong evidence to inform a decision by Cabinet and accountability of any
decision to the public. However, Government Is challenged to have independent analysis completed in a
limited timeframe and this issue is further compounded by a lack of internal capacity to undertake this
analysis given the highly technical nature and complexity of this issue.

It is therefore recommended that:

= Government consider immediately engaging the necessary expertise (to be identified) to
complete an initial assessment of the issue including in particular, validating the urgency of the
issue, the conclusion that there are cancerns with the solvency of Astaldi and the related risks to
“the project. Further validation will also be required to assess the options and related legal and
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financial risks and to provide a recommendation on how to move forward to manage the project
and mitigate risk.

»  Further consideration be given to how this independent assessment would integrate with the
current review being undertaken by EY on Project cost and schedule risks, of which Astaldi is
included (this assumes that EY is not the expertise envisioned above).

= Internal legal counsel in Justice and Public Safety familiar with the various contracts and terms
of the Federal Loan Guarantee [and related agreemeants) be immediately engaged to assess any
potential impacts on the agreements. s ¢

+ Risk of potential change in senlor executive at Nalcor and the resulting impact on the project be
considered and deliberate thought be given to an interim replacement to be prepared to move
guickly If the need arises.

| am available to discuss further at your convenience.

Julia
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By.com

Mr. Cralg Martin

Assistant Deputy Minister of Finance
Muskrat Falls Oversight Committee 29 September 2015
Government of Newfoundiand and Labrador

st Floor East Block Confederation Buliding

Prince Philip Driveway, P.0. Box 8700

St. John's, NL A1B 4J6 4

Revlew of Muskrat Falls Project Cost and Schedule Mi'pa'dem;ﬁt;?;_pcesses and Controls
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Dear Mr. Martin, A b
EY has completed its review of Nalcor's cost and schadule management processes and cantrols as
related to the Muskrat Falis Project (“engagement"”). Tﬁa engagement was performed Inaccordance

with the statement of work dated @ March 2015 betweenEY and Her Majesty in Right of Newfoundland
and Labrador, and our procedures were limited to those descrlbed’fn that statement of work.

The fleld work for the engagement was compleled in April and M*y 2015, and consisted of reviewing
Project data and documentation, as well W@tmﬁwed interviews with Nalcor personnel. The Project
reporting period under review spanned December 2014&9 Februarv 2015. The report resulting from
our engagement Is titled “Review of Muskrat Falls Cost’ and |Schedule Management Processes and
Controls” and Is provided under thls transmltta]}letter As requasted our report |s provided In twa parts:

1, Executive Summary Repnrt \ V4
2. Detailed Supplamentary nepa& (thls dDCU'Q&(!t)

The services provided. hy EY as suml}_l;ized in this repu;t are advisory in nature, They are intended to
provide insight into Nalcor’s Cost and Schedule managgnent processes and controls, and related
reporting. EY Is not renderinq an’ agdlt*mylawl examination, or other form of attestatlon as those terms
are deflnzﬁdlwy the‘fAmerIcan !nstltute of Certified  Public Accountants or Chartered Professional
Accountaljts Canada

Restrlctlons on the use of our work praduct

This report Is prepared solelv for use of the Government of Newfoundland and Labrador for the
purpose of assesslnq cost and schedule management processes and controls for the Muskrat Falls
Project. Ernst’ &Woung LLP specif[cally disclaims any responsibility to any other party, and disclaims
any responslbllttvwfor loss Incu;red through use of the report for any other purpose,

\

We appreciate the coopgg;atlon and assistance pravided to us during the course of our work.

Yours very truly,

Lot * Yousp L0

Chanared

Ernst & Young LLP
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A. Executive summary

Background

The Government of Newfoundland and Labrador ("Government™ has Initiated oversight protocols for
the Muskrat Falls Project (“Project”), a significant component of the Lower Churchill Project. This
Included establishing the Muskrat Falls Qversight Committee (“Qversight Commlttee"), which provides
regular Project oversight reports to Cabinet. 4

The Oversight Committee is accountable to Cabinet for providing rellS'BIe' and transparent oversight on
the cost and schedule performance of the Project, The Oversight Com ttee Is retying on the summary
cast and schedule information preduced by Nalcor as a key ezernent in performlng Its mandate.

EY's Major Capital Projects practice was engaged to brlnq addltlonal experience to assist the Oversight
Committee in meeting its mandate. This report presents a summary of the results of EY s review of
Nalcor's cost and schedule management processes ayd controis

Review scope [
The scope of the review Included an assessment of the:

e Adequacy of Nalcor's cost and schedule management processes and controls as it manages and
reports on the execution of the F'ro]ect. L

» Consistency of Nalcor’s use of those processes and controls in key areas of the Project; and

= Extent of rellance the Dverslqht Cornrnlttae coUId ‘place on Nalcor's management reporting for
cost and schedule forecasts., \

The field work for the review was completed In Aprﬂ ‘and May 2015, and consisted of reviewing Project
data and documentation, aswell as structured Interviews with Nalcor personnel. The Project reporting
perlod under review spanned December 2014 to, february 2018,

A sample of five key contracts (the "Sample") was selected in conducting procedures for this review,
whoge agqregate value exceeds 52.3 btllton

This report summarizes the work performed by EY, detalls of our key findings and recommeandations
for the Overslqht Committee’ s consideratlon The Oversight Committee has been briefed on these and
other detailed ﬂndlngs from our review.

This report does not lnclude a management response from Nalcor, as EY has not been engaged by
Nalcor. This serves to preserve EY's independent reporting relationship to the Oversight Committee,
The intention Is that Nalcor wilf provide their management response directly to the Oversight
Committee.

Review limitations

The following areas were excluded from the scope of the review:

Review of Muskrat Falls Cost and Schedule Management Processes and Contraols ]
Prepared for the Muskral Falls Oversight Committee
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e The estimaling processes and cost baseline process were not assessed. The Oversight Committea
indicated it intended to rely on the results of the DG approval processes (DG2 having been reviewed
by MHI Consulting and DG3 having been reviewed by the Independent Engineer) and the approval
of the narrow scope cost adjustments in the 30 June 2014 update.

» The accuracy of the forecasted costs or schedule dates for the contractors or Project as a whole.

e Change Management and Risk Management processes, The Oversight Committee Indicated Nalcor's
internal Audit Department are assessing these areas and intends to assess Nalcor's Internal Audit
reports for reliance purposes.

The services provided by EY as summarized In this report are advisory in nature. They are intended to
provide insight Inta Nalcor's Cost and Schedule management process'és and controls, and related
reporting. EY Is not rendering an audit, review, examination, or otﬁer form. of attestation as those
terms are defined by the American institute of Certified Publlc Accountants or Chartered Professfonal
Accountants Canada. ;

This report Is prepared solely for use of the Government of Newfoundiand and Labrador for the
purpose of assessing cost and schedule managemengjprbcesses and controls for the Muskrat Falls
Project. Ernst & Young LLP specifically disclaims any responsibiiity to any other party, and disclzims
any responsibliity for loss incurred through use of the report for”anv other purpose.

We understand that the distribution of this Detailed Supplement Report will be closely controlled as it
includes certain potentially commercially sensltlve information that might otherwlse adversely impact
the performance of the project were it released An Executlve Summary Report has also been provided
for public information.

Summary of key findings
The following observations were noted during our revlew.

1. Key project control processes have been developed Including an Integrated Project Schedule,
Project Execution Plan and Coordinatlon Procedures

2. -Project reportfng summarlzes key information on construction cost and schedule

3. Nalcor continues efforts to work with contractors on maintalning a disciplined approach to

pro]ect rnanagement control and reporting

Proactlve measures had been taken to manage potential claims

. We saw evidence of actlve formalized management of cost and schedule issues and risks arising

during the Project

6. A reasonable matrlx organizational structure has been established staffed with resources

experienced In cost and schedule management

LI

However, issues and risks in cost and schedule management processes, controls, reporting and/or their
deployment were also Identitied. The details are provided in Sectien C of this repart,

We also recognize that Nalcor Is using many conventional management processes and controls for the
Project. However, while certain contractor Earned Value data is being collected, Nalcor is not reporting
using a full Earned Value Management System across the whole of the project. Reporting on Earned

Review ol Muskral Falls Cost and Schedule Management Processes and Contrals
Prepared tor the Muskrat Falls Oversighl Committee
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Value performance would however, provide addltional useful data and information to the Oversight
Committee on Individual contractor and overall Project performance where available,

Until such time as the management process and controls risks and Issues identified In this report and
the supplement are addressed, the completeness and accuracy of Project cost and schedule status
reporting to the Oversight Committee cannot be fully verified.

Key recommendations D
In response to the risks and issues Identified in this report, we recou/'qmend that the Oversight
Committee: / Vs

1. Work with Nalcor to obtain management response for egch of the ﬂr@ings noted in this report
with defined corrective action, responsibility and an U}cipated completiop'dates. Given the
volume of Project actlvity (burn), timeliness of actlon is critical. Therelore. the Oversight
Committee should actively monitor status agd !erlly completion of managemenl fesponse toits
expectations.

2. Consider conducting detalled assessments of the g\c_lst and schedule status of the Praiect on an
ongolng basis untll Nalcor's correctwe action aﬁdresslnq key risks and Issues noted in this
report Is complete to the Oversight Commlttee 5 satlsfactlon This ongoing assessment shoutd
include the basis and accuracy of' the fnrecasts for compTetlon at the contractor level, as well as
the quantification of cost and scheduie risk: t‘: 3
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B. Approach

The Oversight Committee requested that EY review Nalcor's cost and schedule processes and controls
for the Project. This review included assessing the methods for calculating and reporting cost and
schedule progress, as well as an assessment of:

s Schedule and cost management processes, controls and reporting against leading practices and
standards (PMBOK); and

» Implementation of and compliance with schedule and cost processes and controls for 8 sample of
contractors.

The review activities included:
o Interviewing key staff from Nalcor's project controls__teém and senfor management;

» Reviewing Project controls cost and schedule processes and procedures, and comparison with
leading practices and standards; and

¢ Reviewing cost and schedule data and reporting for a Sample of contractors,

The field werk for the review was completed In April and May 2015 and consisted of reviewing Project
data and documentation, as well as structured interviews with Na!cor personnel. The Project reporting
period under review spanned December 2014 to February 2015.

The Sample of five key contracts was selected In concluctlnq procedures for this review, whose
aggregate value exceeds $2.3 bllllon.

The list of data obtained ln con]unction with the review is contained in Appendix A of the report.

EY wauld like to thank the members gt the Governme_nt and Nalcor who participated in this assessment
process. The list of individuals lntewleﬁed Is contained In Appendix B of the report.

Review of Muskrat Falls Cost and Scheduiie Management Processes and Conirals A
Prepared for the Muskral Falis Oversighl Comimittes
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C. Detailed findings

The ‘Detailed findings’ section of the report Is organized as follows:

Schedule management process design

Schedule management process comgliance

Cost managemant process design

Cost management process complliance A

) Schedule management process design

Effective schedule management, menitoring and control processes allow the user to malntain an
effective baseline plan and compare with progress to identify varlances frorn that plan and corrective
actions taken. -

A range of conventlonal schedule control plans, processes and procedures have been developed. These
include; 5

s An IPS document, including a description of the IES structure, schedule assurnptlons. baseline
as well as IPS progress/updating/reporting and critlcal path determination and |PS bar charts:

» A Project Execution Plan (PEP), where the function and structure of Project controls are
defined; e

» A PEP, which includes a summary of forecast Schedule and the basls of that schedule forecast,
including key assumptions, driving quIc and project mllestoneS'

e A Project Control Management Plan wlth‘a detalted sectlon dedicated to planning and
scheduling, lncludtng T, \A

o Generat strategles for achlevlng Project planning and scheduling objectives;
o Schedule reporting and alignment requirements; and
o lntegratton of detalled schedules of varlous contractors and suppllers.
«  Planning and schedule process work flows. Whlle the process steps remain at a high level, the
map demonstrates functional responslbllttles and handoffs. These work flows include key steps
/ tor'
o Controlling the schedule at component level (i.e,, Muskrat Falls Generatlon, Labrador
Transmission Asset, Labrador Island Transmisslon Link), from contract award up to
.. contract close out;
a _:Developlng components schedule baseline;
o Updatlng the ;PS and
o Repo{tlnq

s Coordination procedures for administration, execution control and management of contractors’
schedules {and cost);

« Trend analysis and change management pracesses used for forecasting time (and cost);

* An IPS focused on completion of the physical construction of the plant. However, management
also indicated that schedules had been prepared for operational readiness and commissioning;
and

= Project monthly reporting capturing key Information to manage work on schedule, including:

o Planned/earned/forecast progress;

Review of Muskrat Falls Cost and Schedule Management Processes and Conlrols 5
Pregared for the Muskrat Falls Oversight Committee
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o Variance;

o Critical path(s);

o Float watch; and

o IP5 summary and construction progress.

Review of Muskrat Falls Cost and Schedule Management Processes and Conlrols -]
Prepared lor the Muskrat Falts Qversight Committee
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Detalied obseruatlons

The process used to update the status and recorded progress of the Project Is not fully
docurnented in the IPS. The process is complex and uses a number of manual inputs, tools (i.e.,
LCP database, IPS progress spreadsheet "Rosetta Stone™) and monthly processing.

2. Variance threshalds for monitoring schedule performance are not defined. Control thresholds
are used to indicate predefined scale of variation permissible before a documented corrective
action plan must be put in place and the Issues escalated to key. stakeholders Use of these

threshalds would better inform the Oversight Commlttee 2 /_

3. The IPS Gantt charts do not show percent complete at the: acﬁvltv leve! this limits the ability of
the Oversight Commlttee to cross-check progress and forecasted end detes

4, ThelPS Iocuses on three domains, namely constructIon commissioning and operations
start-up. The IPS does not include information on three other domains, namely: enqineerlng
procurement and fabrication. A b
The logical relatlonships and the Impact of delays In englneerlng. procurement or fabrication on
construction schedule are not Included In the IP5. Withc;ht these logical relationships between
dependent activities and the constructlon scnedule. Itis not elear how such delays may impact
canstruction and completion of the Pro}ect S O

— \ \ - 4 ‘w,,_"‘{d"

i} Schedule manaqement process compllance \

Nalcor has establishgd ] conventional organizatlonal structure to support Project management and
execution of processes and controls.: Kev roles in this organizational structure have been staffed with
resources experienced in schedule manaqement monitoring and control.

= e

We noted that . b ¢ ~

Nalcor regular!v updates and maintains the IPS as Its core schedule management tool and basis
- or feporting. IPS updates are performed using the established tools (IPS progress spreadsheet

“Rosetta Stone”, LCP database)°

] Nalcor Is worklng toviards systematically integrating contractor schedule updates as a basis for
the IPS updates Contractors' schedules are regularly (i.e., monthly) reviewed by the Project
Controls team .and comments are made;

o The Pro]ect Controls teem is well aware of the established processes as well as the planning
and schedule workflows,

» Nalcor is making an effort to work collaboratively with contractors to encourage them to
comply with project requirements; and

* An onsite Nalcor quantity surveyor validates contractor quantity and supports progress
reporting for the IPS.

Review of Muskral Falls Cost and Schedule Management Processes and Controls Z
Prepared lor the Muskral Falls Oversight Commitiee
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1 Te process for integrated malntenance of the lPS and contractors' schedules is not fully
deployed or consistently executed, Specifically:

SCBD and SDCP are Incomplete and/or fall criterla, as per Nalcor's coordination
procedures. These key documents describe the approach to planning and schedule
control, including schedule development, analysls, forecastlng, reporting, progress
measurement and corrective actions; P

OF the contractors from the Sample, only two had corn;:lete SCBDs and SDCPs. The
status of control schedule baselines, as per contractors monthlv December 2014 and
January 2015 progress have been reported lndependent of this report ta the Oversight
Committee (independent reporting of the status detalls to the Overslqht Committee was
required due to commercial sensitlvitv). and

The updated schedule control basetine from the Sample of contractors is not rolled up in
the IPS. A timeline had not been estabtished for comp!eting the plans and fnalizing an
Integrated baseline of contractor and IPS schedulm

d.

2. From the Sample, one key cuntractor‘s qost recent appreved schedule {dated October 2014)
does not fully comply with Nalcor's Coordinatlon Procedure

Move than 10% of the cnntractor's scheduled ectlvlties have negative float. A significant
number have a’ negative float of more t‘liian 80 deys. Negative float indicates the inability
to meet schedule rnilestonesldeadilnes including the required project completion

date. As‘ oi' 21 May 2015 schedule non-compiuances remained to be rectified; and

The contrector s monthiv progress report has not been approved since July 2014, This
typically indlcgtes potential signll’icant dlsputes between a client and contractor

- regarding the schedule forecasts and the accuracy and/or quality of their reporting.
: Cunsequent y. such metters may net be included in the IPS and reported to the

Oversight Committee " -‘

3. Contractor‘s schedule corrective actions are not all implemented within the manthly reporting
period foilowing their identificatlon by Nalcor. The result of a corrective action test performed
on three contractors in the Sample has been reported independent of this report to the
Oversight Commlttee.‘independent reporting of the test details to the Oversight Committee was
required due to commercla[ sensitivity.

4, Reasonabllity checks revealed instances where progress reported in the IPS differed from the
progress reported from contractors in the Rosetta Stone. Although the differences are not In
themselves material, the reported progress may be viewed as subject to interpretation and not
wholly objective,

'.-'i. A target date for completion of corrective action on the schedule rr\anagement and reporting
challenges at the contractor level has not been established,

Review of Muskral Fal's Cosl and Schedu’e Management Processes and Conltrols
Prapared for the Muskrat Fails Oversighl Committee
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In EY's experience, challenges with contractor schedules and their management are not uncommon In
the major construction Industry In Canada. However, the corrective action required is Important for the

Project as well as its oversight.
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ill) Cost management process design

Project cost management typically Includes processes for planning, estimating, budgeting, financing,
funding, managing and cantrolling costs so that the Project can be completed within the approved
budget. Cost control processes are set to monitor and report project performance against the cost
baseline and identify variance from plan, and forecast potential impacts.

A range of conventional cost management processes have been substantially developed.

We noted that:

« Nalcor's LCP cost management processes are detalled r_n\tﬁ_e PEP, Praoject Controls
Management Plan and Procedure for Cost Control. These plans and pracedures include a
description of the:

o Function and structure of the Project Controls group for cost management and

o Structure of the cost baseline, which lncludes the Project coding structure and wark
breakdown structure, Project commltment packages and packages dictlonarles, and the
Project process to establish and maintaln budgets.

= A Project Control Management Plan with a detailed section dedicated to cost management,
including:

c Commitments and incurred cost monltorlng process and cost/cash flow methodology;

o Trending and forecasting processes used, to calculate Forecast Final Cost (FFC) and
assess variances, FFC is ad]ustad through a formal Forecast Change Notices
mechanism,,Early identification of potentlal varlance is necessary to atlow for an
effective cost contro! system, and ultimalelv improve the accuracy of cost forecast;

s Cost control workﬂows have been drafted by the Project Controls team. These workflows
describe the key stepsat a functlonai level for each Interface involved in the cost control
processes. WDrkrows cover, the followinq areas;

-1 Commitments, i e
o Incurred and cost. flow; and e
o Forecast cost.
='_ Coordination procedures for admlnistratlon. execution control and management of the
“tontractors' cost (al'[ﬂ schedule);

» Nalcor's ‘monthly cost report captures key cost information, both at program and component
level, tncludlng }

o Orlqlnal control budget (OCB);

Apprqged__pro]ect changes;

Current control baseline (CCB);

Incurred cost;

Committed cost;

FFC, which is the sum of orlginal commitment, approved changes, changes in progress,

trends and unallocated budget/unawarded scope;

Variance from CCB and Trends; and

Contingency with related drawdown curve.

0O 0 000

a0

Revew of Mushrat Fals Cost and Schedule Management Processes and Conlrols 10
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An estimated contingency drawdown curve has been developed to forecast the usage of
estimate contingency over the Project (ife.
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1. Cost verlance thresholds are not deﬂned These thresholds are used to establish a permlsslhle
variation from budget before documented corrective action must be taken. Varlance thresholds
are also used ta define what constitutes a variance requiring escalation for senior
management’s attention,

2. The conditions and processes for rebaselinlng are not defined in the Project’s control processes
and procedures. Management indicated that rebaselining of the prngram was at their discretion
and dependent on a variety of factors including forecast and rate of drawdown on contingency.

3. Detaifed checklists have not been developed for the use ofg%Naécor cost controllers to valldate
contractor costs and ensure review consistency.

4. The shape of the contingency curve Is conventlona[lv defined by aggregation of the forecasted
materialization of estimate uncertainties or tacﬁcal risks. The current basis of the forecast
contingency drawdown curve did not Include quantified materfal risks, This shortcomlng
significantly limits the abllity to compare the rate otreallzed cost risks versus orlginal forecast,
and assess the need for additional contlnqency or the rebaselining of the Project's cost and
schedule

=y

iv) Cost management process compliance " ‘

Nalcor has established a conventional organlzatlonal structure to Support the management of the
Project and execution of| the processes and controls. Key roles in this organizational structure have
been staffed with re_sources experlenl;ee in management monitoring and control of the Project cost.

We noted that: "'

e ACost Control team has been estabiished with the mandate to provide the Project Management

Dellvery team with timely updated Informatlon on the Project cost status for analysis and
“ control to dellver the Pro]ect wlthin budget;

= Major activities performed under this mandate include: budgeting, reporting commitments and
‘a&ual status, trend!nq and calculating FFC;

» The Project has been dlvlded Into manageable sub-projects with their own budget code for
accounts ofunding authorltv and funding release mechanism;

e Acost hasellne has been established and maintained;

e TheFFCls calmu?ated using data from Nalcor's cost management systems {including PM+, LCP
tracker and PR SM)

s Coniractors’ costs are regularly reviewed by Cost Control teams and comments made are
reported back to the contractors;

e Reasonabllity checks and variance analysis are performed by cost controllers to validate
contractors’ cost figures;

« Processes for Deviation Alert Notices and Trends are Impiemented and reported; and

= The Project Cost Control team Is well aware of the established processes and cost-related
workflows (although some are still in draft versfon).

Review of Muskral Falls Cost and Schedule Management Processes and Conirols 12
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Detalled observatlons

1. Alrend, quantlﬂed risk andlor earlv ldentlﬂcatlon of potentia! materlal varlance have not been
raised for the challenges with one key contractor included in the Sample, particularly related to
progress delays. 1t Is not ciear how the quantification of the related cost risk has been
communicated in reparting, Himiting the understanding of the scale of the risk or issue.

2. Contractors’ forecasts are not consistently used as a basls of the FFC, Alternative procedures
are utilized including the use of a quantity surveyor who valldates contractor quantity and
supports progress reporting for the IPS,

3. FFC does not Include trends for another contractor Included in the Sample, as a different
system Is used to track costs. / :

M

Review of Muskral Falls Cosl and Schedule Management Processes and Controls 14
Prepared for the tMuskrat Falls Oversight Commillee



CIMFP Exhibit P-04351 Page 165

Appendix A: Documentation reviewed

Dacuments reviewed as part of this engagement:

| Monthly/Progress Reports dated December 2014 | | t
and Jmﬁﬁ*ﬁ 2015 for: the)foﬂowlnqs_ampla of
f-eonh-acto@: e

L= Valard CT0327.

| S —

SRR

- C1 Progress to IPS rollup - Reporting MF-Gen [~ LCP-LITL bar chart from IPS 2015 04 09
(C1) Progress to IPS; = LCP-LTA bar chart from IPS 2015 04 09;

- IPS Progress Roll-up 2015 05 05; - LCP-MFG bar chart from 2015 04 09;

- IPS Progress welght factors 2015 0505 = IPS LCP-PT-MD-0000-PC-SH-0001-01

' Gostreports dated December 2014'and January’ ‘SchedUle xer fjie forthe following sample of |
- 201 &ie‘folloyﬁng ‘'sample'of contractors: | fcontractors:

.

| - lstom CDO502: - Naxans'L.C-S8-003 With Januaryand
- ‘Andritz Hydro.CH0032 Febﬂﬂrv2045i._tl
| - Astadicioooy : Wit August 2014
= Nexans LC-SB-003 L= antgrgggaz‘rmhmuqustﬂzou;
= yaiard CT 0327
Control Schedule Basellne Document dated 27 ' Control Schedule Baseline Document dated 06
January 2015 from Andritz Hydro CHO032 February 2015 from Nexans LC-58-003
“Project’ ‘Baseline Schedile dated 09 January) ICePMonthiy Brogress Report da ‘dated Dacember ’1
20;5a?mm Andrltz Hydro.GH0032 r2014mdy m 2015 |
Inteqrated Project Schedule (IPS) - Moﬁthlv - Sample of Draw _Canﬂrrnatlbn Certificate
Schedule and Pragress Analysis Project Based - Sample of Draw Request and Funding Request
cut-off date 31 December. 2014, 28 January - Sample of Construction Reports
2015, 25 February 2015
'IPS Progress Rosetta v of | IMatarial Contract Gast Qamm.m,;_a_t,eu!nsogm_“f i
‘Decamber 2014, January : 2015@ February | ;zom&mwgﬂ- 015 i
] 2015 | !
Mclnnes Cooper Reports dated Januarv. Contract Administration Plan_LCP-PT-MD-0000-CA-
February and March 2015 PL-0001-01
} MD-0000-PM-ST-0002° \Declslon Gate'3'Bas(s of Estimate/LCP-F1- 0- |
_01@1 Jc:mtmmq Stratagy. Eps«mol*-bﬂﬁggsz
Project Change Management Plan_LCP-PT-MD- Integrated Project Scheduls_ LCP-PT-MD-0000-PC
0000-PM-PL-0002-01 SH-0001-01
Review of Muskrat Falls Cost and Schedu'e Management Processes and Contrals 15
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INE—]

| 0000-PC-PL-0001-01[1]
Project Contro! Schedule Baseline LCP-PT-MD-0000-C5-PL-0001-01_B2 Construction
Docurnent_LCP-S5N-CD-0000-PC-SH-0001-01 Management Plan

noe'and Iu‘c' unting Management’
AD-0000-FI-PL.-0001-01

i %\Erojacl‘tont_l Managsment Plan CGP-PT-MD= | [LGP’Assurance Framewark May 2013 ' }

Project Risk Management Plan_LCP-PT-MD- 7 Pro]ect Work Breakdown Structure and Code of

0000-RI-PL-0001-01_B1 Accounts_L CP-PT-MD-0000-PC-LS-0001-01
' nd' | [Wark Planning Management Rlan['GP-PT-MD-000C |
[P L-0003-01 r
. | Gt R
- Astatdl CHO007 Monthlv ngress Report Project Controls WorkﬂowIProcedure
dated 25-July-2014; = LCP_Cost Control_Mar2015_DRAFT;
= 2014 10 10 - AC-MFC-0143 = Issue Of - LCP_Planning & Scheduling_Component
Revised Construction Schedule; Baseline_Mar2015_DRAFT;
- CHOOO7-Muskrat Falls — Execution Detalled - LCP_Planning&Schedullng_IPS_Mar2015_DRA
Schedule vB.2 DD 28 SEP14 Official FT;
Submission 09.10.2014; - LCP_Planning&Scheduling_Mar2015_DRAFT;
= LTR-CHO0Q7001-0283 - Baseline Control - LCP_Reporting_Mar2015_DRAFT;
Schedule Conditionat Acceptance; - LCP-PT-MD-0000-PC-PR-0005-01_Cost
- Astaldi Executlon Detatled Schedule —~ MFA-AT- Contral Procedure DRAFT
SD-0000-PM-A02-0001-01 dated 10-October-
2104

Orqa;ulzatlonﬁ s T 'GP-PT-_

te to MWH —22-Jul-2014" E

—_— . —_— e e e

LCP Asset Schematic by Project - LCP Monfhly PC Meetlﬁg_ZS-Mar-ZOlS
= LCP_PCMesting_Bi-Weekly_Agenda_feb2015

Review of Muskral Falls Cost and Schedule Managemenl Processes and Controls 16
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Appendix B: Interviews conducted

Interviews with the following Nalcor personnel were conducted:

| [Name
(¥ |[tome
1 Anthony Embury
2t fCarlos Farnandez.
3 Paul Harrington
‘4 Jason Keane
E 1 i z
5 Ed Bush
6 |[Ta anva ya Power 5 ,
7 Nick Ternasky Project Contro[s Lead - Overland Trans_rnt_sslon
87| [Georges chehabl ] Tead Gast Cantroller [ERA DR
9 Brian Marsh Sr. Cost Controller T
107 [l Hawkin |EoE 7
11  Tara Dumaresque Cost Controller
[ 12] E mGhudy. = ] IPS'ST. P anner ; e v T ]
13  Andrew Whitty Planner 5
"~ ||Flanpersosi ; SRS
15  Greg Fleming Project Manager SOBI Crossing
67| [Jaiifér Grandy. [Stewsrdship Reporting Coordjnator {
17  Scott Glllis Change and Interface Management Lead
Revigw of Muskrat Falls Cost and Schiedule Managemenl Processes and Controls 17
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY Is a global leader In assurance, tax. transaction and advisory
services. The insights and quality services we deliver hielp build trust
and confidence in the capital markets and in economies the world
over. We develop outstanding leaders who team to deliver on our
promises to 2l of our stakehokders. In so doing, we play a critical role
in bullding a better working world for our people, for our cifents and
{or our communities.

EY refers to lhe glabat organtzation and may reler to one or more of
the member firms of Ernst & Young Global Limited, each of which
separate lagal entity. Ernst & Young Global Limited, a UK col
limited by guarantee, does not provide services lo clients. For
information about our erqanization, please visit ey.com.

For mare nformation, please visit ey.com/ca,
ey.com/ca

© 2015 Ernst & Young LLEAA
A member firm of ErmsLEY
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Dieppe Fredericion Habhlax Saint John 5t John's
@ 11 Englehart Street 527 Oueen Strest RBC Waterside Centre  Red Rose Tea Building Fortis Place
Dieppe, NB EIATYT?  Suile 110 1B71 Hoths Streel Sth ftoar 5 Springdale Streel
Bullding a better Tet: +1 506 8533097  Fredericlon, NB E3B3T2  Suite 500 12 Smythe Sireat Swie 800
Worklng world Fax;+1 5068597190 Tel +1 506 455 81861 Hablax, NS B3J0C3 Sant John. HB E2L 565  Si. John's. ML ALE DE4

fax: +1 506 4558141 Tel; +1 902 420 1080 Tel. +1 506 634 7000 Tel: +1 709 726 2840
Fax +18024200503 Fax' 415066342129  Fax +1 709 7260345

Ernst & Young LLP /
Atlaniic Canad A ozl
Svdmes/ s fhe e
. ﬁ Py A ) £ fa 7.90(—'
Mr. Craig Martin - 5
Assistant Deputy Minister of Finance 29 October 2015
Muskrat Falls Oversight Committee J

Government of Newfoundland and Labrador

1st Floor East Black Confederation Bullding 20 i i T— N
Prince Philip Driveway, P.O. Box 8700 ) 00*.'@-;4

St. John's, NL A1B 4J6 /-/ yr Bon = 7B
W= )‘."-. : .

Review of Muskrat Falls Project Cost and Schedg.lpf':g!aBaqemenf\Piiécebsses and Controls

r. - 4

A
7

Dear Mr. Martin,

EY has completed its review of Nalcor's cost and schedlie manage[nent processes and"co_ritrnls as
related to the Muskrat Falls Project ("engagement”). Tha[ ngagement was performed in accordance
with the statement of work dated 9 March 2015 between E-Y@_@il-ler Majesty In Right of Newfoundland
and Labrador, and our procedures were Imited to those described In that statement of work.

ot A
The field work for the engagement was comhletfi?ﬁl_&ﬁuprll and May,2015, and consisted of reviewing
Project data and documentation, as well as'struc radiinterviews w‘ﬁl@[glcor persannel. The Project
reporting period under review spanned Decem pber 2014olFabruary 2018, The report resulting from
our engagement Is titled “Review of Muskrat Falls CDst;apd Schxedule Management Processes and
Controls” and s provided under. lfs;tgansmlttaﬁ;ttgr_:; ff" ~7

The services provided by EY as sumﬁgﬁzed in thE@:ﬁort are advisory in nature, They are intended to
provide insight into Nalcor’s Cost and Schedule management processes and controls, and related
reporting. EY Is not rendering an auditreview, examination, or other form of attestation as those terms
are datined by the Americ?ég Igtltqu.dgigg_tlﬂed Publle’Accountants or Chartered Professional

Accountants Canada. oy T,
- . - £ . E

—

Resgglﬁjbﬁg on theﬁ_'ﬁs”e;_jof_kour\\‘;\'ﬁfk product

4 i
This'?epdrt is prepared sol"e‘!v_gf_or use'ofithe Government of Newfoundland and Labrador for the
purpose ofjassessing cost an@gchedule management processes and controls for the Muskrat Falls
Project. Ernst(& Young LLP spacifically disclaims any responsibility to any other party, and disclalms
any responslblllt?yq{gr loss incﬁﬁed through use of the report for any other purpose.

RS, A7
We appreciate the cogpe_r_a_gon and assistance provideg to us during the course of our work.

Yours very trufy,

Lot ¥ Yousp Lir

Chanamd AESheies

Ernst & Young LLP
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‘Ex"ec_ijtif\rg Summary Report

‘30 October 2015
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Building a better
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Background

The Government of Newfoundland and Labrador ("Government™) has initiated oversight protocols for
the Muskrat Falls Project (“Project”), a significant component of the Lower Churchill Project. This
included establishing the Muskrat Falis Oversight Committee ("Oversight Committee™, which provides
regular Project oversight reports to Cabinet.

The Oversight Committee is accountable to Cabinet for providing rellable and transparent oversight on
the cost and schedule performance of the Project. The Oversight Committee Is relying on the summary
cost and schedule information produced by Nalcor as a key element in parforming its mandate.

LA
EY's Mafor Capital Projects practice was engaged to bring addltlogalfe'xge[lence to assist the Oversight
Committee in meeting its mandate. This report presents a sumnrarv’ of the fesults of EY's review of
Nalcor's cost and schedule management processes and controls @D

Review scope D

The scope of the review included an assessment of tha' \

s Adequacy of Nalcor's cost and schedule manaoementprocesses and controls as it manages and
reports on the execution of the P oject \, 4

s Consistency of Nalcor's use of those processes and controls in key areas of the Project; and

s Extent of reliance the Oversight Comrnlttee could place on Néf‘" s management reporting for
cost and schedule forecasts, \ 1\

\ - 4
N

The field work for the review: was; completed In'Ap A ril and’ ya? 2015 and consisted of reviewing Project
data and documentation, as wellas structured lnter\llevfs with Nﬁfﬁr personnel, The Profect reporting
period under review spgpﬁed Decem e:; 2014 to Febmary 2015.

A sample of five key coQtracts {the "Sajnple") was seledted in conducting procedures for this review,
whose aggregate value exceeds $2 3 bUlon 4

This report sumltg{izes the work performed bv E{ff our key findings and recormnmendations for the
Overslqht Committee’s, conslderal{,on The Oversight Committee has been briefed on these and detalled
flndlngs lrom our review. .

This report does not Include a rpanagement response from Nalcor, as EY has not been engaged by
Nalcor. This serves to preserve EY's Independent reporting relationship ta the Oversight Committee.
The Intention is' tﬂat Nalcor wltlrprovlde thelr management response directly to the Oversight

Committee.

Review limitations

The following areas were excluded from the scope of the review:

» The estimating processes and cost baseline process were not assessed. The Oversight Committee
indicated it intended to rely on the results of the DG approval processes (DG2 having been reviewed
by MHI Consulting and DG3 having been reviewed by the Independent Engineer) and the approval

of the narrow scope cost adjustments in the 30 June 2014 update,
Review of Muskrat Falls Cost and Schedule Management Processes and Contrals 1
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The accuracy of the forecasted costs or schedule dates for the contractors or Project as a whole.

» Change Management and Risk Management processes. The Oversight Committee indicated Nalcor's
Internal Audit Department are assessing these areas and Intends to assess Nalcor's Internal Audit
reports for reliance purposes.

The services provided by EY as summarized in this report are advisory in nature. They are intended to
provide insight into Nalcor's Cost and Schedule management processes and controls, and related
reporting. EY is not rendering an audit, review, examination, or other form of attestation as those
terms are defined by the American Institute of Certified Public Accountants or Chartered Professional
Accountants Canada.

This report Is prepared solely for use of the Government of Newfoundland and Labrador for the
purpose of assessing cost and schedule management processes and controls for the Muskrat Falls
Project. Ernst & Young LLP specifically disclaims any responslbll:ty to any other party, and disclaims
any responsibility for loss Incurred through use of the report for any other purpose.

Fuller details of our observation are provided in a supplement to this report. We understand that the
distribution of the supplement will be ciosely controlled as Itincl udes certain commerclally sensitive
information that might otherwise adversely Impact the performance of the project and its cost if this
informatlon was released.

Summary of key findings "
The following observations were noted

1. Key project control processes have been developed [ncludlng
a. Core project management and control processes for cost and schedule, Including the
development of an Integrated Program Schedule (IPS) for the program, Identification of
baseline, commltted and Incurred costs as well as linkage of cost and schedule baselines to
change management processes and controls;
b..~A'Project Executlon Plan defining the'basis of the schedule and the estimate, and key
; assurnptlons supportlng Project baseline cost and schedule; and
c. Coordination procedures for administration, execution control and management of the
» contractors’ cost and schedule.

2. Pro]ect reporting summarlzes key information on construction cost and schedule, including:

a, Schedule forecast apd progress leveraging the IPS, Including critical path and float review:
and - /

b. Cost forecastlng. Including Estimate To Complete, Estimate At Complete, varlances and
trends, as well as baslc contingency forecasting.

3. Nalcor's continued efforts to work with contractors on maintaining a disciplined approach to
project management, control and reporting.

4. Proactive measures were being taken to manage potential claims.

5. Cost and schedule issues and risks arising during the Project were subject to active and
formallzed management.

6. A matrix organizatlonal structure had been established, respansible for managing the Project
as a whole. Key roles in this organizational structure had been staffed with resources
experlenced In cost and schedule management.

Review ol Muskrai Falls Cost and Schedule Management Processes and Conirols
Prepared for the Muskrat Falls Qversighl Committee
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The following observations summarize key aspects of management processes and controls not fully
developed and deployed at the time of our review:

Key schedule management process and control risks and issues

1. Certain baseline documents defining contractor schedules as well as the documents defining
the control of project schedules were not yet complete.

2. Contractors’ schedule updates were not being systematicatly rolled up into the Nalcor
Integrated Project Schedule (IPS) that forms the basis of reporting to the Oversight Committes;

3. A completion date had not been established for finallzing an I;teqrated baseline of contractor
and IPS schedules to correct the issues noted in #1 and #2 above.

4. The |PS development and maintenance process s not fujlf docugte[_\ted

Key cost management process and control rlsks ggd issues {" \

1. The conditions and processes for rebaselining cost and schedule are not deﬁned in the Project’s
control processes and procedures. The Overslqht Committee’s understand nq*ol such
conditions and processes is an important foundatlon, asit conducts its overslqht -activitles.

. Nalcor uses latively basic approach to its updatin ofefore asted contingency reguirements
which in our experience Is not consistent with the engted practices for a project of this scale
_and complexity. Given this, it is not: clear whether the cochontlngencv as forecasted in reports
for the Project will be adequate. \, > b Y i
3. The Project does not define thresh ds for qulance management reperting, and escalation

.~  purposes. We would normally expect’ these to ben'place as they assist in giving clear

indications of the seventy of issues anqktj}e neod}o escalate to key stakeholders, such as the
Oversight Co lttee.’ B 3 4

4, Fully quantlﬂed rlsks or trends I}ave not been documented for certain significant challenges on
the project. Ttge scate of potentlal challenges Ls also not quantified in the summary reporting
made available’ to the Overslght Committee. '-\g“

We recognize that Naicor is uslnq manv conventional management processes and controls for the
Project Hoﬁever. wttlle certain contractor Earned Value data is being collected, Nalcor Is not reparting
using a full Earned Vali.le }tjanagem t System across the whole of the project. Reporting on Earned
Value performance woulﬂ ngg_vgever, provide additlonal useful data and Information ta the Oversight
Commlttee on both lndlviduat contractor and overall Project performance where available,

Until such ttme as the rnanagen}ent process and controls risks and issues identified In this report and
the supplement are: addressed.ithe completeness and accuracy of Project cost and schedule status
reporiing to the Overslght Committee cannok be fully verified.

‘.‘!,

Key recommendations

We recommend that the Oversight Committee:

1. Waork with Nalcor to obtain management response for each of the findings noted n this report
with defined corrective actlon, responsibllity and anticipated completion dates. Given the
volume of Project activity (burn), timefiness of action is critical. Therefore, the Oversight

Review of Muskral Falls Cost and Schedule Management Processes and Conlraols 3
Prepared for the Muskral Fails Qversight Committes
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Committee should actively monitor status and verify completion of management response to its
expectatlons.

2. Consider conducting detalled assessments of the cost and schedule status of the Project on an
ongoing basls until Nalcor's corrective action addressing key risks and Issues noted In this
report Is complete to the Oversight Committee's satisfaction. This ongoing assessment should
include the basis and accuracy of the forecasts for completion at the contractor level, as well
as the quantification of cost and schedule risk.

Review of Muskrat Falis Cost and Schedule Management Processes and Controls o
Prepared for the Muskrat Falls Oversight Commitlee
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisary
services. The insights and quality services we defiver help build trust
and conlidence in the capital markels and in economies the world
over. We develop outstanding leaders who team to deliver on cur
promises lo all of our stakeholders. In 50 daing, we play a critical rale
in building a better working wortd for our people, for our clients and
for our communities.

EY refers to the global organization and may refer to ane or more of
the member firms of Ernst & Young Global Limited, each of which
separats legal entity. Emst & Young Global Limited, a UK com|
limited by guarantee, does not provide services to clients, Far
information about our organization, please visit ey.com.

For more information, please visit ey.com/ca.
ey.com/ca

@ 2015Ernst & Young

LLE#
A member firm af Ernst &
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Parsons, Kelvin

From: Secretariat, Cabinet

Sent: Monday, January 25, 2016 10:38 AM

To: Ball, Dwight; Bennett, Cathy (Minlister); Burt, Paula; Byme, Gerry; Coady, Siobhan;
Haggie, John; Joyce, Eddie; Mullaley, Jutia; Murphy, Tim; Parsons, Andrew; Parsons,
Kelvin

Ce: Robens, Edna; Connors, Heather; Power, Colleen (HCS); Glynn, Valerie; Manning,
Rhonda; Jarvis, Carolyn B.; Haynes, Brenda; Murphy, Marina

Subject: Call In Numbers for Policy & Planning Briefing today

Information fog Policy and Planning Briefing ~ if you are unable to make it:

rerce 10 [

Jackie Barry
729-2921
jbarry@gov.nl.ca

From: Secretariat, Cabinet

Sent: Monday, January 25, 2016 10:09 AM
To: Ball, Dwight; Bennett, Cathy {Minister); Burt, Paula; Byme, Gerry; Coady, Siobhan; Haggle, John; Joyce, Eddie;
Mullatey, Julia; Murphy, Tim; Parsons, Andrew; Parsons, Kelvin

Cc: Roberts, Edna; Connars, Heather; Power, Colleen (HCS); Glynn, Valerie; Manning, Rhonda; Jarvis, Carolyn B.;
Haynes, Brenda; Murphy, Marina

Subject: Policy & Planning Brigfing

There will be a Palicy & Planning Briefing today, Monday, January 25%. in the Premier’s Boardroom at 3:30 pm. If for
some reason you cannot attend please call in at 729-3968. Thanks.

Jackie Barry
729-2921

Jbarry@gov.nl.ca

Cabinel Secrelariat
Office of Executive Council

*Please do not reply to this email as this account is nol monitored oulside of regular working hours. Thank you.
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Miles, Peter_
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“

From: Wayne Myles <wayne@mylesandcompany.com>

Sent Friday, January 29, 2016 12:06 PM

To: Mites, Peter

Cc Alexander (Sandy) MacDonald; docs docs

Subject: Blackstone/TDI meeting with the Premier & Minister of Natural Resources 3 February
2016 at 8:30 AM

Attachments: NL Meeting Bios_02.03.16.pdf

Good moming Peter.

As discussed, | am writing to confirm that our meeting on Wednesday February 3, will commence at 8:30 AM
and will be held in the Boardroom of Cox & Palmer on the 11th Floor of Scatia Centre, 235 Water Street.

You have confirmed that the NL Government attendees will be:

Premier Dwight Ball

Minister of Natural Resources Siobhan Coady
Kelvin Parsons, Chief of Staff

Tim Murphy, Deputy COS

Peter Miles, Senior Advisor Economic Policy

1 confirm that the attendees representing Blackstone and TDI will be:

Sean Klimczak, Senior Managing Director, Blackstone
Donald Jessome, CEO, TDI

Todd Singer, Senior VP, TDI

Wayne Myles, C&P

Alexander (Sandy) MacDonald, C&P

Attached you will find a brief BIO of each of Sean, Donald and Todd.

The proposed Agenda for the meeting is as follows:

(1) Introductions

(2) Blackstone - TDI Overview

(3) Markets and the Gull Island Opportunity
(4) Hydro-Quebec involvement

(5) Next steps

Peter, please let me know if there is anything else you would like to have or need prior to the meeting.

Otherwise, I look forward to seeing you on Wednesday AM.
Also, please confirm receipt of this email and attachment.

Wayne Myles, QC
counsel Cox & Palmer
Mail: P,O. Box 7056 Station C, St. John’s, NL Canada A1E 3Y3

1
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Courier: Suite 1100 Scotia Centre 235 Water St. St. John's NL A1C 1B6
Direct Voice: 786-991-9007 Cellular: 709-685-0889 Fax;709.738.8083

Email: wayne@mylesandcompany.com
Web:

NOTICE: The information in this email and in any attachments is confidential and intended solely for the
attention and use of the named addressee(s). This information is subject to legal, professional or other privilege
or may otherwise be protected by work product immunity or other legal rules. It must not be disclosed to any
person without our authority. If you are not the intended recipient, or person responsible for delivering it to the
intended recipient, you are not authorized to and must not disclose, copy, distribute, or retain this message or
any part of it. If you have received this message in error, please notify us by return electronic mail and delete
the message and any attachments received with it from your system
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Transmission
Developers Inc.

CHAMPLAIN HUDSON POWER EXPRESS &
NEW ENGLAND CLEAN POWER LINK

Newfoundland and Labrador Meeting Bios

FEBRUARY 3, 2016
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Executive Bios

Sean T. Klimezak, Senlor Managing Disector — Blackstons. Since joining Blackstone In 2005, Mr. Klimazak has been involved in the execution of several Blackstone Investments, including various
Sithe Global lnvesiments (Including Goreway, Bujagali, GNP Marlveles and 5KS), Chenlere Energy Partners, Fisterra, P00 Energy, Utility One Source, Meerwind, Tramsmission Developers, American
Petrolewm Tankers and The Weather Channel.

8efore jolning Blackstone, Mr. Klimezak was an Associate at Madison Dearborn Parthers. Prior 1o that, Mr. Klimezak worked In the Mergers & Acquisitions depariment of Morgan Stanley & Company’s
lnvestment Banking Dhvislon,

M. Klimctak recejved a B.8.A. In Finance and Business Economics from the University of Notre Dame, where he graduated summa cum laude and was elected to Beta Gamma Slgma, and an M.B.A, with
High Distinctlon from Harvard Business Schoof, where he graduated with the highest academic standing In his class and was selecied as a Baker Scholar, a John L Loeb Fellow, a Henry Foed I Scholar and a
Willlam J. Carey Stholar. Mr.Kiimczak serves as a director of Shihe Global, Chenlere Energy Pariners, Fisterra, PO Energy, Utility One Source, Mesrwind, Transmission Developers and The Blackstone
Charitable Foundation.

Donald Jessome, Chlef Executive Officer — Transmission Developers, Mr. Jessome has spent his entire carger n the energy lield, starting with 22 years at Emera Inc., a publicly traded company in
Canada with $5.3 billion In energy Infrastructure assets centered on power and natural gas. Mr. Jessome worked in a broad range of areas while at Emera, induding transmission & distributlon operations
and consinuction, Integrated system planaing, sysiem operations, generation operations and fuel procurement, marketing and sales, and most recently Director of Assat Optimization and Power Trading
for Emera Energy Inc. 3 wholly owned noaregulated trading and asset optimization company of Emera Inc. During this tenure Mr. Jessome has sat on numerous advisory boards, including his membership
as ane of the inaugural members of the NBSO Market Advisory Committes and a founding member of the CEA Power Markeiing Committee. He has extensive knowiedge of the power markets In the
Northeast Including ISO-NE, NYISD, IESQ, Transénergie, NBSO, and PIM through his extensive marketing and trading experience with both the regulaled and nonregulated business at Emera.

Prioe 1o co-founding Transmission Davelopers Inc., Mr. Jessome joined Riverbank Power Iy 2008 as Vice President of Marketing and Trading 1o help the company develop its commerclalization strategy for
Us 1,000 MW underground pump-storage technology, referred to as Aquabank'™, This strategy included the development of econemic models and programs for the sale of enargy, capacity and renawable
attributes for both the regulated and market-besed energy markets. In additlon, Mr, Jessome was responsible, along wiih the CED, for raliing equity financlng Tor Riverbank's development plans. Mr.
lessoma is 3 board member of Rivarbank Power.

Mr, Jessome eamed his undergraduate degree in Electrical Engineering from the Technical University of Nova Scotia {currently referred 1o as Dalhousle University) In 1987 and his Masters of Business
Administration, with Distinction, from Salnt Mary's Unlversity in 1999,

Todd Sinager, Senior Vice President - Project Development & Finance, Treasurer — Transmission Developers. Mr. Singer is the Senlor Vice Peesident of Project Development B Finance, and
Treasurer for Transmission Developers. He Is a senior operaling and Mnance executive with 20+ years of diverse corparate and investment banking experience. He has significant expertise bn the
aliernative energy and power/utility Industeles. During his investment banking career, Todd was responslble for orfginating and executing over $97 billion In capital markets transactions and $3.6 bition in
MEA transactlons. Todd was formerly the founding principal of Brookdale Energy Advisors, a strategic and financlal consulting business focused on allemative energy. in that role, he served 25 a
consultant and head of strategy and corparate development for a wind energy storage company and as a consultant with the Natural Resources Defense Council in its Center for Matket Innovation, where
he was focused on energy efficlency finance.

M. Singer worked for over elght yeaes as an invesiment banker at Morgan Stanley, where he was an £xscutive Disertor In Global Capital Markets. Follawing business school, Todd was also a consultant at
Price Watethouse Coopers and an investment banker at Bank of America, He also worked in advertising finance at Time Warner's Time Inc. subsidlary.

Todd recelved his Masters of Business Adminlstration from Columbia Business School and his BS in Management with a minor In Art History from Bucknell Unhversity, Todd Is on the Board of Directors of
the Bucknell Alumni Assoclation and was formerly the Co-Chair of the Bucknell Prolessional Networks, a 3,500-member aetwork of alumni coveting a broad range of Industries and disclplines. He was also
the founding Co-Chainman of the Bucknell Finance Networl, 2 warldwide network of all Bucknel aturmni working In finance. He ks alse a lormer Chairman of the Reunlon Gilk Committes and has been a
guast leciurer at Bucknell.

TDI New England @i |
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GULL ISLAND / BLACKSTONE PARTNERSHIP

Opportunity: Create a Partnership between Blackstone and the NL Government to build
Gull Island and export the majority of its power to the Northeastern United States.

Partnership Rationale:

*  GullIsland is the best remaining hydro resource in North America, but requires long-term contracts to bring to fruition.
*  The NL Government wants to increase hydro exports and is intesested in finding parmers to develop Gull Island.

¢ Blackstone is secking to mvest in lasge energy infrastrucrure opportunities.

*  Blackstone has expenience co-developing hydro outside of the U.S.

*  Blackstone has the transmission Projects to connect Gull Island to US. enerpy markets.

Why Now?

*  Thousands of megawants of fosst-fuel and
nuclear generation within the Northease will
redire over the next decade due to aging plants,
carbon reduction goals and political will — the
region can’t meet this demand through in-region
supply.

* The New England and New Yotk coergy
markets have developed an unprecedented
sppetite for long-term, base-load, clean power.
These matkets have some of the highest power
prices in the U.5. and place a premium on clean
power.

— New England is seeking ~20 TWh/annually
of clean power via leng-term contracts
through the Tri-Stie RFP and pending
Energy Legislaton

= NYC will issue an RFP in 2016 for an
addidonal 4-3 TWh/anaually

— M4, CT and NY must reduce emissions by
approximately 80% by 2030

* TDI's transmissioa soludons in New York (Champlain Hudson Power Express) and Vermont (New England Clean
Power Link} will be permitted by the end of 2015 and poised for constzuction in 2016, These transmission lnes are
supported locally and will provide uncongested access to the populadon centers in New York and New England.

* HQT is actively studying TDI's interconnection request to wheel power from Labrador theough Quebec to the U.S.
horder.

ABOUT TRANSMISSION DEVELOPERS. TDI was founded m 2008 with the goal of developing uniquc caengy ermsmission projeens in an
encironmentlly responsible manner. The company, headquartered in Albany, NY, uses HVDC cable o bink chan, highly competitive
gencration fesourees with markets that need supply divessity, eohanced refisbility and loog term lower costs. TDI was sequiced by the
Blackston: Group in Januaey 2010 More mformation 13 avadable at www tmnsmissiondevelopers.com.
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Blackstone

BLACKSTONE OVERVIEW

4 0

Blackstone is a premier global investment firm that staves to provide solutons that create lasting value for our investors, the companics
in which we invest and society at large. ‘The firm was founded in 1985 by Stephen A. Schwaczman, our Chairman and Chicf Executive
Officer, and Peter G, Peterson, who retired as Senior Chairrman in 2008, They began with a modest balance sheet of $400,000 but with
a wealth of entreprencurial ideas about creating a world-class investment business built on a foundation of uncompromising
commitment to excellence. Their vision was to create a fiem that put clients’ needs fisst, that was independent and conflict-fres, adhered
to the highest ethical smndards and soughe (o create long-team value for all smkeholders.

Today, Blackstone has more than 2,000 emplogees in 22 offices worldwide with portfolio companies employing more than 616,000
people accoss the globe, making us a major factor in economies around che world.

In June of 2007, Blackstone completed irs initial public offering and is listed on the New York Stock Exchange undes the symbol BX,

Blackstone is the world's largest independent altemative asser manager, secving the investment needs of leading public pension funds,
academic and chaitable institutions and other investors for nearly 30 years. Oue funds inclede private equity funds, eeal esmte funds,
customized hedge fund solution funds, credir-oriented funds and publicly waded closed end munal funds. In addition, we provide
investment advice and management secvices to institutional investors through a vadery of separately managed accounts, The firm's
goal is to deliver enhanced rerums and capital peeseevation over the long term through a rigorous application of sharp intellect, skilled
management and significant capital eesources, This appeoach has led the firm to pursue diverse investment oppostunities an 2 glabal
scale. Toml Assets Under Management were §333 billion as of June 30, 2015.

-

Blackstone has 2 deep, long term commitment

to encrgy and aamzal resources with significanr €2 gTHE GL OBA
greenficld  and  brownfield  development ~7 8 .

cxpcdcnce. [BY TY Cavaehmm -y
= = - oo Dt <y Fidlobreniel e Boales e v g0 YRTS ©1 0 v S,
®  Active investor in the coergy space: = ST S
i 8 P o R § B b E ] Bk, Mk e & ) ¥ B — e b6, S
- $2.4 billion energy fund raised in - e T
Seprember 2012 Sam
= 54.5 bilhoneu . ﬁ d . cdm e e s e~ e ) g s s iy a7t e

Februacy 2015
¢  Purchased Transmission Developers,
Inc. (TDI) in 2010 and is funding the

development for both the Champlain
Hudson Power Express and New
England Clean Power Link projecrs. TR e et v

Blackstone is committed to providing
100% of the equity required foc these
projects which combined will cost
approximately $3.4 billion.
¢  [n addition to TDI, companies in the
Blackstone enesgy portfolio include:
= Ofshore MW: www.offshoremwlic.com
= Fiswerra Energy: woww. fisterraenergy.com
= Onyx Renewable Pastners: www.onyxsenewables.com
= Sithe Global: www.sitheglobal.com

Sy B4 5§k b it

ABOUT BLACKSTONE. Blackstone is one of the workl's leading investment fiems. We seck 1o areate posinve ectnomic impact and long-
term value for our investors, the companics we mvest in, and the communitics tn which we work. We do this by using exmordisary people
and flexible capital 1o help companics sulve problems. Our asset management businesses, with over §330 billion t assets under management,
include investment vebicles focuscd on private equiry, real estate, public debe and equity, aen.iovestment grade credit, real assers and
secondary funds, all oo a global basts. Blacksioos abso provides vadous financial advisory sexvices, including nancial and strategic advisory,
restructuring and reorgancation advisory and fund placement services. Fusther informarion is availshle 3t wuaw blackstonc.com.
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www.ch) ress.com
Albany, NY: (518) 465-0710
New York, NY: (212) 408-5190

CHAMPLAIN HUDSON POWER EXPRESS

The Champlain Hudson Power Express (CHPE) is a2 1,000 MW high voltage direct current
(HVDC) underwater and underground transmission line bringing clean, low cost energy from
the U.S.-Canada border to New York City commencing operations in 2019,

This innovagve project provides clean, Jow cost hydro power 10 fuel
economic growth while providing significant environmental and consumer
benefits 1o New Yorkers. Two five-inch cables will be buded undee Lake
Champlzin and the Hudson River and along railroads and other public
nghts of way ublizing technology that has been commercially proven over
the last 60 years. The hnes will be in operadon for over 40 years, reducing
the need for aboveground transmission Lines and providing New Yark
Suate with a long term highly reliable supply of abundant clean energy.

Blackstone (NYSE: BX), the lasgest altermanve asset manager in the world,
will provide 100%% of the equity required for the §2.2 billion project.

BRINGING AFFORDABLE

CLEAN ENERGY TO NEW YORK

PROJECT BENEFITS

® 5650 MM in annual savings for NY
tatepayers

® 1,000 MW - enough power to
serve approxmately one million
residental customers

¢ GHG reduction of 2.2 million CO32
tons per year

® Suppon for cconomic growth,
cteating 300 direet jobs duning the
3.5 year construcnon period and
another 2,000+ indirect jobs over
the project kife

o Significant annual tax payments to
communities along route

¢ Anunpeecedented §117 MM
Eavironmental Trust established 1o
itnprove aquatic eavironments
where the project is located

o Blacksiart capability — substannally
increasing the electdc systems
ability to restart after catastrophic
events such as Hurricane Sandy

PROJECT NEED

s Jts hatdencd inbastructure will
make NY"s aging energy gnd safer,
more secure, and more relinble

¢ T will increase system secusdry
beeause the eable transmission
system is underground /
undenwaier

® Iz will add fuel diversity while
reducing upstate / downstate
transmission congestion

s It will provide a ncw source of
energy 1o replace aging NY power
plants

® Itis consistent with public policy
goals of tncreased renewable energy

& Irwill play a significant role in
achieving New York's cartbon
emission goals - 30% reduction by
2030 and 80P 5 reduction by 2050

PROJECT STATUS

® Fully peanitted:
= NYS Asticle VI eeeeived Aprd 2013
= NYS Water Quahty Centificate
reccived Jaouary 2014
= US. Department of Energy Final
Enviroamental Impace Saatement
issucd August 2014
= Presidential Peemit recaved Ociober
2014
= US Asmy Corps Pesmit recaved
Apnl 2015
— Authnrizations by Nanonal Marioe
Fisherics, LLS. Fish and Wildlife
Scevice, U.S. Deparanent of State,
US. Depanment of Defense, Federa
Enerpy Regulatory Commission
® Financing, enginecnng,
construction and manufacruring
agrcements structured, actve
discussions to finakze supply

ABoUT TrANSMISSION DEVELOPERS. TDI was founded in 2008 with the goal of developing unique enerpy transmission peojecs in an
enviroomentally responsible manner. The company, headquartered in Albany, NY, uses HVDC cablk: o link clean, hiphly compedtive
gencration rosourees with markets thar need supply diversity, enhanced rehability and long renm lower costs. TDIE was acquieed by the
Blackstone Group in January 2010 Mose information is avzilable at www.trnsmissioadevelopers com.
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» TDI New England
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www.necplink.com
VT Office: (802) 477-3830
NY Office: (202) 408-5190

NEW ENGLAND CLEAN POWER LINK

The New England Clean Power Link (NECPL) is a 1,000 MW high
voltage direct current (HVDC) underwater and underground
transmission line bringing clean, low-cost energy from the US.-
Canada border into New England commencing operations in 2019,

This 154 mile long busied transmission Project is proposed within Lake
Champhain and along public mansportation corridors within the State of
Vermont. The Project aims 1o badge the substantial geographic gap
between Canadisn Supply and the vibrant New England energy masket.
NECPL is poised to be the first transmission solution in New England.

B A "
..‘. _. 7 g s b

Blackstone (NYSE: BX), the lacgest alternative asset manager in the world,
will provide 100%s of the equity required for the $1.2 billion project.

Tie developers of NECPL are alye deelsping the Champlain Hudsen Pover Exprest in New York.

PROJECT BENEFITS PROJECT NEED PROJECT STATUS

® An estimated §1.6 billion in ¢ 8,000 MW of existing capacity is ~ ©  All major permits expected in
energy cost reductions within set to retire m New England 2015, including:
New England in the first 10 years ¢ New England has apgessive — Presidennal Peomit
of operations emission reduction goals that =~ VT Sute Siung Peanir

® Up ro 3.3 miilion tons of CO2
reductions annually

¢ ~$900 million i tax and lease
payments to Vermont over 40
years

tequire increased impocts of clean
power.

New England has some of highest
elecuricity rates in the US.
The Region is becoming over

— US Army Corps Permits
- VT Eavironmental Permits
® The Project has no opposition
and Agreemerts have been
executed with the key Vermone

® —$500 million in electrical and reliant on Naturat Gas which has stakcholders
environmental benefits to resulted in winter price spikes. ¢ Evalusting muldiple commerci]
Vermoaters through newly ¢ The New England Governors and options for shipping power
established funds over 40 years Eastem Canadian Premiers ace « Equity financing secured; debt
committed to increasing hydro financing identified and available

imports into the Northeast

AsouTTDI NEW ENGLAND, TDN New Eaglind 1s 2 Blackstone portfolio company. Blackstane is 3 leader in alremative assee management
with over $279 billion under management. The developers have 2 sreong teack recond of working in parmership with Jocal communitics,
ecsidents, clected officials, and other stakeholders to develop projects that mcet unitue encrgy needs of growing vconomics, combating
cimate change while minimizing Jocal impaers. Bbon: information oo the project and the company 13 available ar www.necplink com.

Donald Jessome | Chicf Exceutive Officer | {518) 465-0710 | Deonald Jessomef@ichwilecom
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Regulators approve $1.2b Vermont
power line

By Jon Chesto| GLOBE STAFF JANUARY 06, 2016

A proposed 154-mile power line that will bring electricity from Canada to New
England was approved by Vermont regulators this week.

The $1.2 billion New England Clean Power Link would stretch across much of
Vermont, including under Lake Champlain, and be capable of delivering
1,000 megawatts of power to a region with high electricity costs.

Don Jessome, chief executive of the power line’s developer, TDI New England,
said the “certificate of public good” his firm received Tuesday from Vermont
regulators is the most important state permit that the project needs. TDI New
England expects to file a request with the Federal Energy Regulatory
Commission later this year for that agency’s approval. Construction on the
project could begin in 2017 and be completed by mid-2019, he said.

Jessome said his company has received interest from seven electricity
suppliers interested in shipping power along the line. He said his firm is
currently reviewing their proposals but declined to name the companies or the

generation sources.

The Clean Power Link is competing with another project to bring power from
Canada, called Northern Pass, that is being funded by utility giant Eversource
Energy. That project, however, has encountered stiff opposition along much of
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its path in northern New Hampshire, where residents complained the
mountain scenery would be ruined by unsightly transmission towers and
power lines.

Power line project through
White Mountains moves
underground

Eversource Energy said it would put 60 miles of
its 292-mile power line project underground,
primarily where it passes through the White
Mountains area.

In August, Eversource announced it would put about one-third of its 192-mile
power line underground, primarily through the White Mountains.

The Vermont project, by contrast, would be entirely underground or
underwater — about two-thirds would be under Lake Champlain. The line’s
potential invisibility has minimized the opposition. The Boston-based
Conservation Law Foundation supports it, in part because of the promise of
additional funds to clean up the lake.
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In Massachusetts, the Baker administration has proposed legislation that
would essentially compel the state’s major utilities, Eversource and National
Grid, to buy hydropower from Canada, which would help finance the
construction of new power lines to import the electricity.

“The passage of our hydro legislation is critical to make any of these projects
real,” said Matt Beaton, the Massachusetts Secretary of Energy and
Environmental Affairs. “The only thing we’re looking for is the ability to test
the marketplace to see which one of these projects can deliver in a cost-

effective manner.”

Governor Charlie Baker and other New England governors see Canadian
hydropower as a crucial way to reduce air pollution and global warming
caused by burning fossil fuels, and to replace electricity lost through the

retfirement of older power plants within the region.

A spokeswoman for Northern Pass said Eversource executives believe the
project will be a key part of the solution to New England’s energy challenges.
She also said Northern Pass is the only power line to Canada with a
committed energy supplier — in its case, Hydro-Quebec — lined up.

Jon Chesto can be reached at jon.chesto@globe.com. Follow him on Twitter
@jonchesto.
Get Today's Headlines from the Globe in your inbox:

Enter your emall address SIGN UP

Privacy Policy
SHOW 5 COMMENTS

& 2015 BOSTON GLOBE MEDIA PARTNERS, LLC
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Miles, Peter

From: Wayne Myles <wayne@mylesandcompany.com>
Sent: Thursday, January 07, 2016 12:33 PM

To: Miles, Peter

Cc docs docs

Subject: Fwd: TDI NL project Re: Blackstone Meeting
Hello again Peter.

Further to our recent discussion, I wanted to mention that TDI/Blackstone received its Vermont state final

Among other things, it mentions TDI has received expressions of interest from 7 electricity suppliers in Canada.
Also, below is what the Governors of Vermont and Massachusetts had to say about the announcement,
I thought you would be interested and may want to pass the details on to the Premier and Minister.

Wayne Myles, QC

counsel Cox & Palmer

Mail: P.O. Box 7056 Station C, St. John's, NL Canada AIE 3Y3
Couricer: Suite 1100 Scotia Centre 235 Water St. St. John's NL A1C 1B6
Direct Voice: 786-991-9007 Cellular: 709-685-0889 Fax;709,738 8083
Email: wayne@mylesandcompany.com

Web: coxandpalmerlaw.com

Gov. Shumlin VT

FOR IMMEDIATE RELEASE
January 6, 2016

Gov. Shumlin Statement on TD] New England Approval

MONTPELIER - Gov. Peter Shumlin issued the following statement after the Vermont Public Service Board
granted a Certificate of Public Good to TDI-New England for their proposal to construct a 1000 MW
transmission line under Lake Champlain and underground from Benson to Ludlow.

“This is good news for Vermont and the region, which needs more clean, renewable energy and & way to get it
to market. Thanks to the hard work of the Department of Public Service, this project would bring a huge benefit
to Vermont. Through negotiations with TDI, the Department and other agencies have secured benefits that
would total more than $720 million if this project were to move forward. That would include over $260 million
to aid our cleanup efforts, restore habitats, and enhance recreational opportunities on Lake Champlain, over

1
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$100 million to promote additional clean energy development in Vermont, and $136 million in savings for
Vermont ratepayers.

“We know this isn’t the only transmission line proposal but the approval of this project is a positive step
forward for Venmont, the region, and our shared energy future.”

Gov. Baker Mass

“I commend Governor Shumlin for his efforts to deliver cost-effective, low-carbon
hydroelectric power to the New England region,” said Massachusetts Governor Charlie
Baker. “Our administration remains committed to working with the Legislature and our
regional partners to reduce greenhouse gas emissions, improve the reliability of the New
England electric grid and reduce energy costs for residents and businesses through hydroelectric
power and the exploration of other alternative forms of energy.”

NOTICE: The information in this email and in any attachments is confidential and intended solely for the
attention and use of the named addressee(s). This information is subject to legal, professional or other privilege
or may otherwise be protected by work product immunity or other legal rules. It must not be disclosed to any
person without our authority. If you are not the intended recipient, or person responsible for delivering it to the
intended recipient, you are not authorized to and must not disclose, copy, distribute, or retain this message or
any part of it. If you have received this message in error, please notify us by return electronic mail and delete
the message and any attachments received with it from your system
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s

Newfoundland
Labrador

Lower Churchill Project
Financing Structure Overview
January 2016

Department of Justice and Public Safety

5
£

Introduction Newfoundiand
Labrador:

* The LC Project financing structure can be thought of
in 2 stages:

¢ Construction, Xuring which financingis provided and
used; and

f 0peraﬂons>durlng which the financing is repald Fess %" & -
» Canada requires both stages to be in place to e
provide the Federal Loan Guarantee /

* The purpose of this presentation is to review the
finance structure and the context of elements
provided by the Province
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Newjoumdland
Labracor:

* The financing structure described was finalized in
November 2013; minor amendments were executed
in 2015

* The documents to be signed by the Province will be
highlighted:

~ The Equity Support Guarantee(s)
- The Intergovernmental Agreement

Original (Pre-Closing) Newﬁnfmand

Funding Situation Labrador

4
Construction activiles

Page 203
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L3
. t"
Newfoundland
Labrador:

Project Subsidiaries

 The Project components were transferred from
Nalcor to subsidiary corporations and organizations:
- MFCO, or Muskrat Falls Corporation
- LTACo, or Labrador Transmission Corporation
- LIL LP, or the Labrador Island Link Limited Partnership

* These corporations were created under special
provisions of the Energy Corporations Act

‘i

d".«JTlelll(lldll(l
Labrador:

_agents of the Province or Nalcor
- Their liabilities cannot be enforced as debts of Nalcor or
the Province
~ Fundamental aspect of “non-recourse” financing - the
financing is based on the security and revenues of the
Project
* Nalcor and the Province are only exposed to liability
to the extent specifically provided for in contracts:
- Equity Support Agreements / Equity Support Guamantees
- Intergovemmental Agreement

* The corporations and the limited partnership are not

Page 204
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Financing Step: e
. . New flard
Subsidiary Creation e‘ﬁﬁ’,‘ﬁé‘é&’-‘“
[Ere]—— (Emmen)—— o) ————
‘ /N
l Boards Of Directors |
Construction aciivilles -
Pledge of Commitments to Gt uﬁ:‘uiland
Pay and Asset Security Labrador
Collateral Agent
UL Funding Vehicla MFCo / LTA Funding
Trust Vehics Trust
T Pledyd
Construction activilies ('7? *
OYly tom b
e
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Nalcor and Province Commit

and Guarantee Equity Labrador

| Financial Institution / Lenders / Hedge Providers / Bondholdera ' |

ﬁ

Collateral Agent

LiL Funding Vehicle MFCo /
Trost Vehicle

Construction activiias

. X
Newﬁ)un(llaml
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Loyl ete,
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X

Equity Support Guarantees  Newfoundland
Labrador:

* The Province Euarantees Nalcor's equ
commitment to the Praject under the

« There are actually 3 ESA and ESG document sets;
one for each of the Projects

* The Provinces guarantees Nalcor’s payment of:
- Base Equity (the expected equity contribution per
project)
- COntinEsnt Equity (to cover all cost overruns to
Commissioning over Base Equity)

- Contributions to debt servicing and liquidity
accounts, required as preventative elements by
Canada and credit rating agencies.

Pres.
/i vamteed |
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. A
Equity Support Guarantees  Newfoundland
Labrador

= Through the ESG, the Province provided a
completion guarantee for each Project.

— These are absolute commitments payable within 5 days
on demand

— The Pravince has waived all customary defenses

- These commitments are not subject to budgst
appropriations but are direct calls on the CRF

- They are authorized under sections 25 and 27 of the
Energy Corporation Act

— There is no express ability to pay off debt as opposed to
complete the Projects

L2
vo

Equity Support Guarantees  Newfoundland
Labrador

« As part of the financing structure, the ESAs and
ESGs share common “Master Definitions
Agreements” with other financing documents

= The Province's execution of the Master Definitions
Agreement was expressly restricted to those
definitions relevant to the ESGs
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£ hals
Newloundland

Completion and ESG in IGA Labrador:

Fdioats! —

Province Confirms

o — [wlm:mlgmcmiw—.l -
(Dixwoty | R
@ €AY 215 Collateral Agent m
65 oy ¥ L Funding Vehicla MFCa | LTA Funding ,_I.E.,,,.,w
1rop) = e A

Conslmcllactlviﬂes

e
Intergovernmental L

Newfoumdland

Agreement Labrador

« Canada has required the Province commit to
indemnify Canada for any costs Canada has under
the FLG, where those costs are a result of a failure

of the Province to:
Fund Project equity to completion){including confirmation
~that the Province will comply with the ESG's)

* This commitment expires upon Commissioning
- Maintain the legal and other structures guaranteeing the k{{ 6 ;od'
Projects generate revenues during operations (discussed ~—, €t
under below)
* This commitment appiies throughout Operations

gl zC-'-77V el . eft-v— Loa Gugps, e,

= gur s, a~f7 '&7]&4 L?' ._(°-c’¢-7 e de .
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Intergovernmental o A5
g Newfoundland

Agreement Labrador

* |f the FLG were to be triggered because of a breach
of these IGA commitments by the Province, the
Province will be liable for all Canada’s FLG-related
costs.

- In extreme circumstances this may be the entire
guaranteed Project debt

= This risk is entirely in the Province’s control, as
breach of the IGA only occurs if the Province:

- Fails to fund equity to Project completion

- Changes legislation or otherwise alters the established
legislative structures for repayment (discussed below)

Canada Provides Guarantee ¢

Newfoundland
to Lenders / Bondholders Elﬁ){,@({]}ﬁ-m

FedwalLoan  ~—3 Financial Insittulon ] Lenders / Hedge Providers / Bondholders |

Interg:
Gusranien X & rhas =y
Lm= com s I
Gusanise i
[(E50)
ColsteralAgent | | ==
LK. Funding Vehicla MFCo / LTA Funding Eauily Support
Trust Vehicle Trust Agreemand
= {ESA}
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Federal Loan Guarantee Newfoundland
Labradaor:
* On the strength of:
— the financing structure
- the security over the Projects
- the ESAs and ESGs
- the IGA and
- its other conditions precedent being satisfied,
Canada provides the Federal Loan Guarantee to the financial
institution.
* The FLG guarantees to the bondholders the revenue
stream to meet bond obligations.
* Form of the FLG similar to the Province's ESGs
o
el’
v

Debt Funding Flows el and (% .A‘&

FodersiLoon w3 Finianclal Instituion / Landers | Hedge Providers / Bondholders |

g

(i

1
4\'& o(’

Construction activities
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b
Operations Newfoundiand
Labrador

* In the Operations phase the focus is on the
revenue stream to the Projects, which is the
basis of repayment of the financing

L3
S

Operations Newloundlanc
Labrador

FedarsiLosn =3 Financlal instilution / Lenders / Hedpa Providers / Bondholders |

el

Collateral Agenl

LIL Funding Vehicle MFCo { LTA Funding
Trust Vehicla Trust
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Ratepayer Eunding Newfoundland
Labrador

« Once Projects have been Commissioned, the focus
becomes the legal structures under which:
- Power Is delivered to island Ratepayers
- Revenues from Island Ratepayers is delivered through to
the Bondholders
* The contracts between LIL LP and MFCo and
Newfoundland and Labrador Hydro include:
- Power Purchase Agreement (PPA)
- Transmission Funding Agreement (TFA)
— Remedies Agreement

¢

Y

Lewfoundland
Labrador

* These agreements have been negotiated with
extensive involvement by the Province
* These “Revenue Agreements” have terms matching

the expected financing arrangements of the various
Projects

Page 212
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Operations Structures Newfoundland
Labrador

Fedaral Loan ?—nwmrm:mm:m i h

Collateral Agenl

LiL Funding Yehicia MFCa / LTA Funding
Vehicle Trust

[

éﬂ -§ I

~e
Revenue Pipeline Newfoundland
Labrador:

* The Province has created a legjslative and regulatory
framework that will guarantee inclusion of Project —
related expenses in Newfoundland and Labrador
Hydro's rates, and on to the Ratepayer.

* This framework was contained in Bill 61 and related
Orders in Council:

- Creating a wholesale electricity monopoly in NLH ‘/
— Ordering the PUB to include Project-related costs in rates

Page 213

2/8/2016

12



CIMFP Exhibit P-04351

L3
LS

Revenue Pipeline Newfoundland
Labraclor

* |mplementation of such a structure by the Province
was a requirement under the FLG

* The structures created were approved by Canada ,
and are being relied upon by Canada in its grant of
the FLG.

* The IGA's commitments include a commitment to
maintain these structures until the financing is
repaid (and the FLG falls away).

A3

g W
Operations Structures Newfoundland
Labradaor

Faderal Loan
s ﬂmnm:mtmm:mm&w

P S —

Collateral Agent

LIL Funding Vehide MFCo / LTA Funding
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Newfoundland
Labrador;

» Questions
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MurEhlg, Tim .

From: Mullaley, Julia

Sent: Tuesday, February 16, 2016 1:32 PM

To: Ball, Dwight; Parsons, Kelvin; Murphy, Tim

Ce: Bown, Charles W,

Subject: FW: Summary of IE Nov site visit report

Attachments: IE Nov 2015 Site visit - Summary of Report comments and highlights Feb 16 2016.docx

Please see attached from Ed. | will follow up to determine when IE report will be made public given statement in Report
re Nalcor will be releasing new completion schedule for Powerhouse and Intake by end of Q1. Charles, I will leave for
you to provide and discuss with your Minister. Thanks.

Julia

From: EMartin@nalcorenergy.com [mailto:EMartin@nalcorenergy.com]

Sent: Tuesday, February 16, 2016 11:06 AM

To: Bown, Charles W. <cbown@gov.nl.ca>; Mullaley, Julia <JMullaley@gov.nl.ca>
Subject: Fw: Summary of IE Nov site visit report

FYl - please share with the Premier and Minister and other folks as appropriate,
tks

Ed
=== Forwarded by Ed Marti/NLHydro on 0271672018 $1:04 AM —

From Karen O'Nefi/NLHydm

To Paul Harringlon/NLHydro@NL Hydro, Gliberl Bennet’NLHydro, Ed Marlin/NLHydro@MNLHyto, Lance Clarka/NLHydro@NLHydro
Ce Stave Pefer/NLHydro@NLHYDRO, James Maaney/NLHydro@NLHYDRO

Date 0211672018 10.50 AM

Subject Summary of IE Nov site visit repant

Here's a summary of the key points from the Nov IE site visit report. These are all very positive. One note of
concern is the schedule slippage in the Powerhouse.

| will send these points to DNR now and let them know | will post the report on our website as soon as we
have final signoff from Canada (hopefully today or tomorrow).

Lance, I'll provide the comment about Astaldi to Matthew and Alessandra and let them know this will be made
public soon.

Thanks
Karen

Karen O'Neill

Q NAlCOT  communications wansge:

energy Lower Churchill Management Corporation
iowee cuecHat pecvect Nalcor Energy - Lower Churchill Project

i
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t. 709.737.1427 c. 709.690.2012

. koneill@nalcorenergy.com
1.888.576,5454

You owe it to yoursalf, and your family, to make it home safely every day. What have you done today so that nabody gets hurt?
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Independent Engineer Summary of Key Points of November 2015 Report
Prepared — February 16/2016

Background:

¢ Following the acceptance by the Government of Canada of the IE site visit reports, Nalcor publishes
the reports on its website. The IE reports are located on the Reports section of the Newsroom on
the www.muskratfalls.nalcorenergy.com website.

Construction:

North Spur:

¢ Considerable progress has been made on construction at this site and construction work on the
slope stabilization measures at the North Spur was proceeding well and generally ahead of schedule.

e All excavations and fill placement works are of good quality and no significant geotechnical
problems have been encountered. This contract has no significant issues either contractually or
tachnically and should be completed on time.

Spillway:

*  Work on the spillway is at a very advanced stage and 100% of concrete placement for the main
structure has been completed.

* While it is understood that there has been some minor schedule slippage, it would appear at this
time that the Spillway will be ready for river diversion, as scheduled for next summer.

s The activities and construction works observed were all in accordance to good construction practice
standards.

Powerhouse/Tailrace: Noted Challenges:

e Astaldi's progress on the powerhguse construgtion Is behind schedule. This work is on the critical
path and directly impacts initial power generation at Muskrat Fails, Nalcor is currently evaluating
new completion dates for the works and will release new completion schedule by the end of Qt,
2016. There has been schedule siippage at the Powerhouse and Intake arez and the LCP team is
working with the contractor to update the schedule by the end of Q1 2016.

Cofferdam:
¢ Cofferdam performance during the past 6 months has been excellent.
s The contractor appears to be an track for river diversion early summer 2016.

Transmission lines:

e  Workis proceeding ahead of schedule between Muskrat Falls and Churchill Falls. The construction is
advancing very well with an expected completion date of Q1/Q2 of 2016,

e The quality of the clearing on the HVac and HVdc line Is good and all of the work is good quality and
in accordance with the accepted standards,

Electrode stations ond switchyards:

e All of the work at the L'anse-au-diable and Dowden’s Point electrode stations is high quality and in
keeping with accepted standards. In particular the armour stone placement works are of
exceptionally high quality, generally better than the norm for breakwater installations.

e |t was observed that construction works quality at the Soldiers Pond switchyard Is being done to a
high standard. The site work appeared to be on schedule.

Overall - at all sites, the construction works are being carried out in compliance
with very high standards of safety and environmental criterfa.
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Muskrat Falls Project

Comments on Nalcor’s Negotiating Strategy
| DRAFT

NOTICE TO READER

PRIVILEGED AND CONFIDENTIAL — PREPARED IN CONTEMPLATION OF LITIGATION
Any actlons contemplated and/or considered in or arising from this document should only
. be undertaken by Government or Nalcor Energy after receipt of legal advice related
thereto.

The better the question. The better the answer.
The better the world works.

Building a better
working world

Page 219



CIMFP Exhibit P-04351

Framing the negotiation

Itis critical to have a clear and objective understanding of the history and current status of the contract
position and the key drivers and issues that will impact any negotiation with Astaldi

This should include:

5 definition of a quantified vision for success, wilh BATNAs and maximum limits
range of projecl cost fo complete scenarios (for the coniract, the project, for Astaldi)

drivers for successful execution of the remaining work

the formal conltractual position, detailed understanding of potenlial for ierminate {or cause scenarios
the crilical issues and outcomes for Astaldi, Nalcor, GNL and other stakeholders
influence of Astaldi Group's financial pasition

All of the above are covered in the Nalcor Strategy to some degree, but it isn't clear how they influence the

development of a coherent strategy for negotiation

To date, Nalcor has placed significant emphasis on Astaldi Group’s liquidity as a critical factor influencing

the timing and quantum of a negotiated settlement with Astaldi

The financial results of Astaldi announced on 9 March 2016 show an improved cash position, with €153
gillion of cash generated through working capital management initiatives in the 3 months ended 31
ecember 2015

At 31 December 2015, Astaldi had €611 million cash on hand and could have an estimated line of credit

available of approximately € 200 million, with consolidated equity of €637 million

Astaldi could take further steps to improve cash flows such as sale of assets/concessions, reducing
investments, deferring capital investment, reducing costs or raising additional equity/long term debt

Page 2 SEE NOTICE TO READER EY
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EY Perspective — Foundation for negotiations

The starting point for negotiations should be repositioned to focus on Astaldi’s
contractual entitlement not the Group’s liquidity issues

Focus should be on contractual arrangements between Astaldi Nalcor

Astaldi should set out their ‘case’ for entitlement to additional payments and should be
quantified in terms of cause and effect

Potential structure as well as quantum of payments to be considered. For example;
additional costs incurred by Astaldi could be met through a mix of:

Astaldi funding ( resulting in losses being incurred by Astaldi over time)
additional payments by Nalcor linked to achievable milestones

the potential to earn further bonus payments for exceptional performance
secured loan to Astaldi, repayable to Nalcor post compietion

Page 3 SEE NOTICE TO READER EV
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EY perspective - Strategy Contents

Principles for negotiation

Negotiation team — appropriate mix of internal members/ use of external experts
Financial Limits of authority for negotiating team

Governance for decision making/ sign off of revised deal

Base line assumptions around alignment of | rests

asis of case from Astaldi position
Nalcor potential for counter claim
Trade-offs — key levers for each party

Assessment of range of financial outcomes

Timeline for negotiation — (how strength of each party’s position varies over time)
Risk assessment

Communication strategy (internal and external)

Page 4 SEE NOTICE TO READER [E,V
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EY perspective — Risks and protections

Assessed risks should include:

the quantified risks (particularly cost and schedule risks) that Nalcor is currently exposed to
and how it can use the negotiation to reduce its risk exposure

the quantified, risks that Nalcor will still be exposed to after any new deal is agreed and
contracted

any new risks that Nalcor will be exposed to as a consequence of any deal eg the potential
for claims from the 3 original bidders in the procurement process

the knock on consequences on other contracts

Protections should include:

Page 5

ability to terminate without cause/penaity

right of step in and ability to novate workforce to Nalcor or a third party in the event of
default

ability to communicate the novation agreement to Astaidi employees to give the workforce
comfort in relation to their job security

ability to recover LDs, LOCs, PB and retain PCG

incentives to minimise exposure to risk of additional cost and delay, linked to delivery
milestones

protection from future claims, requiring full disclosure from Astaldi of all underlying causes
of cost increases to date

SEE NOTICE TO READER EY

Page 223
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Negotiation Influencers

Costs to be incurred by Astaldi to complete the Project (particularly costs
of work planned for 2016, prior to winter), compared to contract price

Profit included in overali contract price
Amount of any penalties that Astaldi will incur if they default

. -~ Additional costs that Nalcor will incur if a new contractor has to be
| appointed

Loss of time if Nalcor has to appoint a new contractor

: The tipping point/ BATNA — the level at which an alternative option is more
| financially attractive

The quantum of the securities available to Nalcor

The costs incurred by Nalcor as a direct consequence of the late delivery (
including extensions of time on other contracts, additional project
management, camp costs, other direct and indirect costs)

Page 6 SEE NOTICE TO READER EV
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Some Uscful Guidance from New Brunswick

New Brunswick Elcctricity Act

When making appointments to the Board, the Electricity Act requires the NB Power Board to
use a merit-based and objective approach

ensure that the board of directors as a whole has the necessary skills and qualifications to carry
out its functions,

provide to the Lieutenant-Governor in Council a description of the recruitment, assessmenl and
selection processes used and the results of those processes,

NB Power Governance

The NB Power Board maintains a skills matrix as a tool to assist it in sceking the optimum mix
of cxperience, competency and specific expertise as it chooses candidates. The skills matrix also
takes into account other attributes that would add to the diversity of NB Power’s Board
including: gender diversity, language diversity and familiarity with New Brunswick's First
Nations communities.

In order to fulfill its responsibilities under the Electricity Act, the NB Power Nominating,
Govemnance and Shareholder Relations Committee established a board recruitment process that
utilizes the services of an external search firm in selecting qualified candidates to fill vacancies.

The Committee provides the search firm with criteria established for directors and the
background and mix of existing directors as indicated in the up-to-date skills matrix. The
recruitment activity typically consists of a national adventising strategy, as well as the search
firm identifying prospective candidates who have the desired attributes being sought.

The search firm then compiles 2 list of potential candidates for Committee consideration. The
Committee interviews a short list of prospective candidates and makes a recommendation to the
Board. The Board Chair is responsible for recommending to the Minister of Energy & Mines a
choice of potential candidates and their respective terms.
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EY Team Structure

CIMFP Exhibit P-04351

L~

David Steele Michael Kennedy Kirsten Tisdale

Local Delivery Paul Hickey
Partner Partner Maicolm Bairstow |
EY Steering Group
Tim Calver
- Engagement Lead
David Leather/ Sam Wolyniec Richard Noble
Neal Argent Contracts Lead Cost & Schedule
Risk Lead Lead

EY Resources

Page 229
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Summary Work Plan

Week
starting  Dec-21 Dec-28 Jan-04 Jan-11 Jan-18 Jan-25 Feb-01 Feb-08 Feb-15 Feb-22 Mar-01

Finalize Review Program Reuie»Cost B Schedule Program Integrated

Preparation Cetail Level Baseline &  Performance /Forecast & Risk - Analysis and Impact
Plan Critical Risk PMO/Praject Level Assessment
: Finding &
Recommendations
Validation

Review Risk Profile, Risk
Quantification & Contingancy r
Brovisions

Milestone meetings/ reporting

Planning complete and agreements on approach with Province and Nalcor

EY assignment

Presentation of Final Draft Report (Final dependent on validation/acceptance period as

@ Summary presentation of interim findings and updated strategy/plan for completing the
@ agreed between Province and Nalcor)
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DRAFT

 Lower Churchill Falls Project |
~ Status Review & Revised Plan Dis ion z
17 February 2016 |

working \?lorld'




CIMFP Exhibit P-04351 Pagg 232

Status of EY Work DRAFT

Proposal for Moving Forward

The EY team is currently progressing with the original scope of work of the cost,
schedule & risk review (minus the Astaldi issue). We anticipate reporting by the 8t
March against the September baseline

EY has not had exposure to the Astaldi issue prior to 16 February 2016 beyond
historical context

Nalcor advised EY on 16 February 2016 they had engaged Westney to provide an
options analysis of the different strategies for dealing with the Astaldi issue. We
received a presentation from Nalcor and Westney demonstrating their findings to us
and the Oversight Committee

We propose that EY conduct an independent review of the Westney options analysis in
respect of the Astaldi issue. This review would focus on construction, contractual and
commerical scenarios, contingency planning and the Astaldi financial position.

EY needs full, complete, timely and transparent access to ALL data related to the
Project

Page 2 Draft / Confidential EY



CIMFP Exhibit P-04351 Page 233

Astaldi Options Analysis Review DRAFT
Proposed Engagement Governance Model
Gveraight The existing EY Delivery Team
(o Stoarng will be supplemented by
e additional senior EY resources
that will function alongside the
ST gss=y Naicor existing EY delivery team to
: = review the Westney options
TR analysis
----- 1  Westney
EY will engage with Nalcor and
Westney through interviews,
workshops, and a review of the
poComevosmey ] [ EY RevewTeam analysis material to date |
{ Risk Raview) Anglysis) |
3 - The Province should retain |
- -~y external legal counsel with
solid commercial construction
experience to advise the
3| Comlma e Province and EY

Reporting Line
-----3 Information flow

Page 3 Draft / Confidential E‘W



4 Week Delivery Plan

Stage 1: Data Coliection &
Review ~1 week

» Engage & align >
stakeholders

» Ensure access to all needed
material >
» Confirm detalled cutput >

and execution plan

» Transparent access to >
people and work performed »
to date at Nalcor &

Westney

» Collect & initial review of >
Westney and Nalcor
analysis material

» Understand Westney &
Nalcor parameters and full >
range of options

» Initlal discussion with >

Westney & confirm future
workshop schedule >
»
» Confirm data & >

assumptions universe
» Initial Westney dicussions
completed >
» Detailed execution plan

CIMFP Exhibit P-04351

Stage 2: Face to Face Working
Sesslons (EY/Nalcor/Westney/Etc)

Provide an Independent assessment and
constructive challenge to the options
analysls work performed

Review of the Astaldi financial condition
Give confidence to the Province on the
process to inform the Astald! strategy

Stage 1 outputs
Access to the Westney and Nalcor team
for workshops and discussions

Review of Astaldis current contractual
obligations, status, notifications,
performance issues, strengths of claims
and counter claims

Perform a review of the spectrum of
options available to LCP

Perform stress test modelling on the
options produced by Westney

Perform an Independent financial
modelling and assessment of the Astaldi
organisation robustness

Weekly call with Oversight Committee

Produce a draft analysis of EY's
perspective on the options avallabie to
Lce

Independent analysis of a range of
potential outcomes assoclated with
each strategy

Draft / Confidential

Options Analysis Review

Stage 3:

Stakeholder
~2 weeks = > A5

‘Allgnment ~1.week

» Stakeholder alignment
and feedback

» Stage 2 outputs

» Time with the Oversight
commiltiee for a draft
report discussion

» Review meeting with
Oversight Committee of
Initial findings

» Receive feedback on
potential changes /
updates

» Refined stage 2 outputs

DRAFT

Stage 4: Deliver
Final' Report

» Deliver completed

report

» Stage 2 & 3 outputs

» Finalise draft report
» Update with feedback
provided from the

Oversight Committee

» issue final report

EY

Page 234
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P .
roposed EY Work Plan Mo '“%h'jgm%EL,dDRAFT

WeeltCommencing
!
|
Dec21 Dec28 Jan04 Jani1 Jan18 Jan25 FebO1 Feb08 Fet{w Feb22 Feb28 Mar07 Mar14 Mar21 Mar28 Apr4 Apri1 Apr18
'
s
i
o
E %Ow
:g‘ bﬂ!ﬂ
o !
!
! of Draft Final
........................................................ qremmmmme——mme————o 4000 --——~mm ST e
0 ‘§ I
5 |
5c :
5 ﬁ ]
28 '
2 :
....................................................... S DR {5 -
= I
28 !
b :
o e B P D e A e e e L D i i e S e R S R
B+ Vo ST e TR | AT T
‘_3'% 8 LTAandLITL re-basoline and QRA,
[+ B R = i T ‘-*F'Nt."’-v—‘ml‘- e a T S a1 T
285 | Astad discussions, evaiuation of pacts from Astail egotiatins and GRA of Muskrat Fels Generstion”
- 4 | - P * o'y o e = 1 R e =9 TSI N = =1 TI e b >,

* Dalaliad sxacution plen for consolidated report to be delermined, and will be oﬂactel by complation of Nalcor depandancies

Reporting milestone
Page 5 Draft / Confidential A EV
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Options to be Evaluated

CIMFP Exhibit P-04351

DRAFT
Option Sub-Option
1 | No new deal with Astaldi - enforce existing N/A
contract
2 | Conclude new deal with Astaldi to complete Plan for Astaldi to complete the contract
Powerhouse
Plan for Astaldi to perform for 2016 and devslop other options
for 2017
3 | Change Powerhouse contractor Tender procaess
Bilateral negotiation with selected contractors
4 | Nalcor step in to deliver powerhouse Keep existing labour on site team as much as possible
construction = .
Full demobilisation of Astaldi resources and remobilisation
5§ | Powerhouse construction stops (temporarily | Suspended by Astaidi
g:' I;;’ennanenny). complete transmission line Suspended by Nalcor
6 | Postresolution contingency planning Potential post agreement Astaldi insolvency planning
Inclusion of warrants / similar to capture future Astaldi
enterprise upside
7 | Other-TBD
Page 6 Draft / Confidential EEV
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Proposed EY Delivery Resources

CIMFP Exhibit P-04351

DRAFT

Availabilities to be confirmed

EY resources Name Credentials
New Resources
Lead Partner David Leather | David has been previously involved in this engagement
Contractor financial Mylene Levac- | SOW being developed
viability & modelling Wolf
Commercial contract Neal Argent Commercial quantity surveyor. 30 years experience in major project
review contracting environments. Extensive infrastructure expertise — London 2012
Olympics, Network Rail.
Scheduling expertise | Bamrett Expertise in Primavera analysis exists in EY New York office — availability is
(P6) Richards being established.
Separate To be retained separately by the Province. EY has a number of
Counsel recommendations and preferred individuals that we could work with.
Existing Resources
Tim Calver & | Tim will provide continuity and interface with the existing delivery team
Michael focused on the cost and schedule review.
Kennedy Michael will be the delivery partner from EY, for both delivery teams.
Page 7 Draft / Confidential IEV
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Other Considerations DRAFT

Time is of the essense...

Working Relationships

How can we reset the working dynamic between the stakeholders?
Communications Priorities

Realtime communication, full cooperation and transparency
Reporting Deadlines & Drivers

Drafting Process

Original Scope

Astaldi Options Review

Consolidated Findings

Page 8 Draft / Confidential EV
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Interim Status Summary

The following observations are relevant to the reasonableness of the forecast of
cost, schedule and risk, and influence EY’s proposed focus moving forward

Proposed EY work plan for February

» Continue with cost and schedule analysis elements that are not fully dependant on outcome
of Astaldi / QRA.

» Extension of the EY review timeline to align to the Project’s re-baselining and quantitative risk
assessment activities to allow for complete assessment by EY to achieve expected value to
Government.

» Interim and final reporting options should be considered. Specifically, it is proposed that EY
report at the end of February/early March with the following scope:

» Areview of the reasonableness of the September 2015 AFEZ2 cost and schedule forecast for the
Muskrat Falls Project, identifying opportunities to address any material/critical risks.

»  The report will explicitly acknowledge the Project status around critical risk areas (e.g. Astaldi and
Valard) and the ongoing work by the Project to update cost and schedule forecasts

» EY should be provided with access to key data and information through critical elements of
the Project as they unfold, including:

»  Provision of data and information during Astaldi discussions (i.e. review materials and positions as
they evolve), and

» Allowing EY to take an observer role through re-baselining activities and quantitative risk assessment
activities.

» Provide suggestions to the Steering Committee and Nalcor regarding project reporting to
enable more effective oversight and assurance of cost and schedule forecasts.

it

Page 4 DRAFT CONFIDENTIAL EY



CIMFP Exhibit P-04351 Page 244

Proposed EY work plan moving forward

Original Plan

Recast Option

......

* Thaza limalinas am Indicative, based on discussions with Nalcor. Tha nr{.

inp of the conclusian of the Astaldi discussions, and Hs culcome, are not controllabla by Nalcor,

e
DRAFT CONFIDENTIAL EY
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Competency Matrix
Nalcor Energy Board
February 24, 2016
Submitted by:
Mark J. Surrctie
Knighisbridge Robertson Surreite
10th Floor, 1894 Barrinpton Streel
Halifax, NS B3J 2A8
P: (902) 424-1100 E: misurrctic/@hbrs.ca Private and Confidential
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Knightsbridge Natcor E Board
: alcor Ener oar
RobertsonSurrette o
Table of Contents
1. Composite Nalcor Energy Board Specification ..siwscessesssecsessisass 1
2. Current Board Analysis - Nalcor Energy Board Competency MatriX...iuees P — 3
3. Current Board Composite Profile & Gap Assessment....... e 8
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, Knightsbridge . o
RobertsonSurrette alcor Energy Boar

Rep@agpe FogRy ) scmclus

1. Composite Nalcor Energy Board Specification

Overall Philosophy

To attract outstanding Individuals to the Nalcor Energy Board who bring a true oversight and
counseling orlentation with the requisite competencies and experiences (set out below), Including
a cultural fit that seeks to contribute ta a highly collaborative but independent-minded board.

Required Competencies

1. Strong Conceptual Skill and Intellectual Insight
¢ Abllity to assimllate, understand and effectively monitor Nalcor's approach to
business and the drivers of its success;
+ Evident Intellectual interest in, and commitment to, understanding Nalcor's business;
¢ High level of analytical capabllity; and
¢+ Willingness and capability to delve Into and understand complex business dealings
and long term Investments.

2. Nalcor Values Orientation
4 Ability to communicate openly and foster an environment where information moves
freely In a timely manner;
¢ Demanstrates a high level of accountability through holding oneself responsible for
actions and performance;
Evident commitment to safety by protecting oneself, colleagues and the community;
Committed to being sincere and demonstrates honesty and trust;
Evident teamwork capabilities;
Shows respect and dignity by appreciating the individuality of others; and
Ability to provide leadership and empower individuals.

® & & ¢ @

3. Judgment and Risk Assessment Savvy
¢ Abllity te effectively oversee Malcor's overall investment strategy;
Up-to-date knowledge of the Canadian and International business;
Experience with muitiple perspectives on risk and risk management;
International capital markets exposure; and
Abllity to understand the unique investment characteristics of long term assets,
infrastructure, and real estate.

* & & @

4, Sophistication and Sensitivity in Dealing with Multi-5takeholder Environments
¢ Experience and reputation for success In operating at the interface of the private
sector and with public policy / public stewards; and
¢ Abllity to contribute to the strategic thinking and proactive influence required to
ensure Nalcor’s Independence and founding leglslative mandate.

5. International Orientation
¢ Knowledge of International markets and business operations, especlally where
Malcor will be active In securing Investment capital and partnerships.

Composite Nalcor Energy Board Specification RN
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Knightsbridge
" RohertsonSurrelte Nalcor Energy Board

Pt P o agmeiign

6. Board-Level Contributor and / or Senior Leadership Business Acumen

7.

L]
L4

Accomplished senior business or professional leadership experience;
Experience in contributing effectively to strategy discussions and their
implementation;

+ Experience In a growing and Increasingly complex organization, including success in
buliding, consolidating and overseeing at a board / senior leadership level an
organization’s infrastructure (i.e., IT, HR, Finance, Enterprise Risk Management,
etc.);

¢+ Tolerance for ambiguity (i.e., comfort in making decisions with imperfect infarmation
In highly changeable external circumstances; taking calculated risk);

¢ Experience in making decislons that are long term in nature;

+ Experlence in the leadership, oversight, attraction and retention of talent; and

¢ Expertise and famiifarity with financial information, public accountability, performance
metrics, and reporting.

Diversity

+ Visible minority / first nations;

¢+ Exposure / experience dealing with first nations Issues;

¢+ Gender balance;

¢ Able to bring a diverse perspective to the board; and

¢ Demonstrates cultural competence.

Page 248
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Naleor Enorgy Board

Bt A —

2. Current Board Analysis ~ Nalcor Encrgy Board Competency Matrix

T et Tem e 4 Goerd  Beard
""'""""' Sl Of AMhm Mk Mambers . Whembar 7.
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Nalcor Enargy Board

3. Current Board Composite Profile & Gap Assessment'

Legend

@& FullymEwvidence

& SgnficantExpenence
i = §! Ressonable Expenence
;ﬂ ¥ 1, Strong Conceptual Fully In Evidence & Limited Espetience
K= ~ Sufll and Inteilectua) . Q NoExpaience
35 Ty Insight
|"-‘ -
R Futly in Evidence
SRR 2, Nalcor Values

Orlentation @)

2 ignifi
3. Judgment and Risk Significant Experience
[ W Savvy &

4. Sophistication and

t Sensitivity In Dealing Significant Experience

& with Mull-Stakeholder

e Environments

f%‘ 4

ity ,

i1 Reasonable Experience Area af significant
|7 Tonemmtion O ceeerunty:

%

! 6, Board-Leve] Significant Experience

%,; Contributor and / or anifemniRRss

B Senlor Leadership

| Business Acumen &

b 53

} ] Reasonable Experience No obvlous diversity
| e 7. Diversity apparent, only experience
ey ) O with diversity.

e

1. Closest year total, as at February 2016 = date of analysis.

Average Age: 60 Gender Mix: _5 Males ; 0 Females = Average Tenure: 8.8 vears
Locations;_4 Newfoundland and Labrador, 1 Ontario

Current Board Composite Profile & Gap Assessment  EEIE)
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, Knightsbridge o bos <
alcor Energy Boa
RobertsonSurreite
i SRcE Eb
tegend
Individual Board Member Profiles @ Fullym Evidence
& Sipmficant Expenence
First Name: Ken { Reasonabie Experienca
Last Name: Marshall 4 limtedExperiences

.- i e Fully i
[ k! 1. Strong Conceptual Skil) and Inteflectual ity In Edidence
! : Insight .
i ;
e
i i
‘ _ Significant Experience
i 1 2. Nalcor Values Orientation
l
. ] Significant Experience
| 1 3. Judgment and Risk Savvy
|f7"="q_.;
&1
Bls) ifi ol
i 4. Sophistication and Sensitivity In Dealing with SlanligntLspacante
} L Mulj-Stakeholder Environments
= 7
B =
3
! # Reasonable Experlence
F 5. International Orientation 0
-
' l 6. Board-Level Contributor and / or Senlor <ignifeacs Expericape
f i Leadership Business Acumen
{ A
} 1‘ : Limited Experience
7. Diversity O
P s " L - =
Age: 53 Gender: M Years on Board: 11

Location: _St. John's, NL

Functional Experience: Management of large talecoms, stort-up gxperiences,

Industry Experience: Regulated Industry, work with canital markets.

Current Board Composite Profile & Gap Assessment _
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Nalcor Energy Board

First Name:

Serald

Last Name: Shortall

Spnibicant Expenence
Rensonoble Experience
Limited Expenence

Legend
Fullym Evdence
# Mo Expenence

Omae@

1. Strong Conceptual Skill and Intellectua!

Insight

Fully In Evidence

2. Nalcor Values Orlentation

Fully in Evidence

3. Judgment and Risk Savvy

Significant Experience

&

4. Sophistication and Sensitivity in Deallng with
Muli-Stakahelder Environments

Significant Experience

5. International Orlentation

Reasonable Experience

O

6. Board-Level Contributor and / or Senlor
Leadership Business Acumen

Fully In Evidence

Loecation: Tgronto, ON

Limited Experience
Diversity O
Age: 67 Gender: M Years on Board:_10

Functional Experience: _CPA, CA Practiced Public Accounting - 37 vears,

Industry Experience: Experience with 2 wide varlety of indystries.

Current Board Composite Profile & Gap Assessment [N
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Knightsbridge
® Nalcor Energy Board
RobertsonSurrette
Fpven 1 paathes
Legend
@ FullymEvidence
First Name: Jgm & SombicntExperience
Last Name: Clift § Reesonable Experience
8, Umited Expeniene
O noExpenence

Fully In Evidence

o 1. Strong Conceptual Skill and Intellectual

i l 4 Insight .

‘ Fully in Evidence
2. Nalcor Values Orjentation .

Significant Experlence
3. Judgment and Risk Savvy

j._\;'..-t'-)j :

Significant Experience

i

4. Sophistication and Sensitivity in Dealing with
Muli-Stakeholder Environments :

L e

Rals
D e i

I Reasonable Experience
; 5. International Orlentation O
i
1 6. Board-lLevel Contributor and / or Senlor FgnHicnn: Eeperienes
] Lesdership Business Acumen 0
] ¥
] | =
‘ 1
! | l Uimited Experience
3 ! 7. Diversity
Firg O

Age: 60 Gender: ___ M Years on Board: _10.5

Location: _St. John's, NL

Functional Experience: B, Comm., MBA, ICD.D,

Industry Experience; ars of nsyltin f

Current Board Compasite Profile & Gap Assessment  [EEN
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, Knightsbridge

Nalcor Energy Board
RobertsonSurrette

Legend |
Fully ;1 Evidence |
Significant Expenence
Reasonable Experrence
Limited Exporiones
NoExpondnes

First Name: Leo
Last Name: Ahbass

Qmagg

3 - Fully in Evidence
B 1. Strong Conceptual Skill and Intellactual .

Insight

: Fully in Evidence
} 2. Nalcor Values Orientation .

Fully in Evidence
3. Judgment and Risk Savvy .

: Fully in Evidence
4. Sophistication and Sensitivity in Dealing with .

Mull-Stakeholder Environments

Reasonahle Experience

5. International Orientation 0
ficant Experiance
6. Board-Level Contributor and / or Senlor Saicant ExA
Leadership Business Acumen 0

Significant Experience
7. Dlversity 0

Age: 63 Gender; _ M Years on Board: _ 3
Location: _Happv Vallav Gopse Bav, NL

Functional Experience: _Varied.

Industry Experience: Mayor: i
personnel for pver 135 years,

Current Board Composite Profile & Gap Assessment
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, Knightsbridge
R 1 : Surretle Nalcor Energy Board
[ ot TP )
Legend
@ FuilyinEndence
& Sonificant Expenence
First Name: Eg 4§ ReasonabieExpevience
Last Name: Magiin 4  LiutedExpesience
O &oExpenene

4 Fully in Evidence
] 1, Streng Conceptual Skill and Intellectual
Insight @

L Fully In Evidence
! 2. Nalcor Values Orientation .

i Fully in Evidence
d 3. Judgment and Risk Savvy .

Fully |
4. Sophistication and Sensitivity in Dealing with i ".E"'de"ce

Muli-Stakeholder Environmeants

Fully In Evidence
5. Intsrnational Orlentation .

Fully in Evid
6. Board-Level Contributor and / or Senlor ¥ . #hes

Leadership Business Acumen

Significant Experience
7. Diversity

Age: 57 Gender: _M__________  Years on Board: 1§

Location: _St, Jghn's, NL

Functional Experience: _Experience with [arge constryction proiects, operations,
capitat markets and geology [ subsurface / exploration,

Industry Experienca: Qv f ex r i ffshor:
oll and gas.

Current Board Composite Profile & Gap Assessment
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Knightsbridge
RobertsonSurrette

0, S ikl ety md

Nalcor Energy Board

Board Composition Observations

Observations from
Pro Forma Board Analysis:

¢ Opportunity to enhance board
diversity in light of its current
composition of being all white
males.

# Average Board tenure is reasonable
(8.8 years).

4 Exposure to electricity and energy
markets remalns a priority as limited
experience exists aside from CEO.

¢ Global energy and financial market
“inter-connectivity” underscores
desire for enhanced global markets
/ Investments experience,

+ Additlonal functional skills in risk
management (ideally In a global
/ International setting) still
welcome.

¢ International experlence / exposure is
still not & defining characteristic of the
Board. Heavy concentration in
Newfoundland and Labrador,

¢ Limited other organizational
infrastructure building expertise,
encompassing HR, IT, and
Engineering expertise, with Board
overall.

¢ Large, capital intensiva
construction experience is not
readily evident with the current
board make up.

Implications for Future
Board Placements:

Sourcing qualified diversity candidates
Is an ongoing consideration in all
Nalcor searches.

International experience remains an
oppertunity area - especially In light
of the Nalcor's continulng geographic
diversification of Its need for capital.

Candidates with experience in
elactricity, energy and / or
exploration need to be a focus to add
necessary depth in this area to the
board.

Experlence In the attraction and
retentlon of world-class human capital
through use of sophisticated HR
practices is an oppaortunity area.

Experience in the “scaling vp” of key
infrastructure and managerial
processes {i.e,, IT, Finance, Eng.) - in
sophisticated and complex enterprises
could stil) be enhanced.

Ideally targeting candidate profiles
that can contribute to a long possible
tenure with the Board given the
average age is 60.

With the exposure to heavy
construction and on-going need for
capital ta support this work,
experience In both these areas would
be highly desirable,

Current Board Composite Profile & Gap Assessment

Page 256




CIMFP Exhibit P-04351 Page 257

KnlghtSbndge Nalcor Energy Board
RobertsonSurrette

o [y b

Nalcor Energy Board Search Focus For Next Director

. 1. Strong Conceptual Skill and Intellectual Insight 0 o

L

Priortty tor s Benrche
. Essental

Abllity to assimilate, understand and effectively monitor Malcor's AT
approach to business and the drivers of |ts success; 0 Oppartuniy
Evident inteflectual interest in, and commitment to, understanding | 4 .
Nalcor's business; C) et Have
High level of analytical capability; and O Unikely / Hot reuired
Willingness and capability to delve into and understand camplex

business dealings and long term investments.

- 2. Nalcor Values Orientation

*

* & & @ b

Ability to communicate openly and foster an environment whese Information moves freely
In a timely manner;

Demonstrates a high level of accountability through helding oneself responsible for actlons
and performance;

Evident commitment to safety by protecting oneself, colleagues and the community;
Caommitted to being sincere and demanstrates honesty and trust;

Evident teamwork capabilities;

Shows respect and dignity by appreclating the individuality of athers; and

Abllity to provide leadership and empower individuals.

. 3. Judgment and Risk Assessment Savvy

+

® ¢ » @

Ability to effectively add value to Nalcor’s overalt investment;

Up-to-date knowledge of the Canadian and International business;

Experience with multiple perspectives an risk and risk management;

International capital markets exposure; and

Abllity to understand the unique investment characteristics required of long term assets,
infrastructure, and rea$ estate.

G 4. Sophistication and Sensitivity in Dealing with Multi-Stakeholder Environments

*

L

Experience and reputation for success in operating at the Interface of the private sector
and with public policy / public stewards; and

Ability to contribute to the strategic thinking and proactive influence required to ensure
Nalcor's independence and founding legislative mandate.

. 5. International Crientation

&

Knowledge of International markets and business operations, especlally where the Nalcor
will be active In securing investment capital and partnerships.

o 6. Board-Level Contributor and / or Senior Leadership Business Acumen

Accomplished senior business or professional leadership experience, preferably in 3 large
and complex organization;

Experlence In contributing effectlvely to strategy discussions and their Implementation;
Experience In a growing and increasingly complex organization, Including success in
bullding, consolldating and overseeing at a board / senior leadershlp level an organization’s
Infrastructure (4.e., IT, HR, Finance, Enterprise Risk Management, etc.);

Tolerance for ambiguity (i.e., comfaort in making decisions with imperfect information In
highly changeable external clrcumstances; taking calculated risk);

Experience in making decisions that are long term in nature;

Current Board Composite Profile B Gap Assessment
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Knightsbridge
RobertsonSurrette Nalcor Energy Board

T P T T

¢ Experfence in the leadership, oversight, attraction and retention of talent; and
* Expertise and familiarity with financial information, safety orientation, performance
metrics, and reporting.

O 7. Diversity

Visible minarity / first nations;

Exposure / experience dealing with first nations Issues;
Gender balance;

Able to bring a diverse perspective to the board; and
Demonstrates cultural competence.

® & & & »

Prefarred Locations International, USA, Western Canada, Quebec, Nova Scotia

Preferred Functional Experiences Financir_lg, Large HR, Electricity Markets, Energy Exploration

Preferred Industry Experiences Electricity, Energy, Heavy Construction

Current Board Compasite Profile & Gap Assessment
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MurEh!, Tim

From: Paul Hickey <paul.d.hickey@ca.ey.com>
Sent: Friday, February 26, 2016 1:32 PM

To: Murphy, Tim

Subject: RE: Chat

Observations from the meeting last night
Having reflected on it, we wanted to be clear on our advice:

e Changes need to Governance and leadership at Nalcor — new Project Leader / Project Sponsor and EY can
suggest names. Consider other changes at project leadership level

¢ immediate establishment of an independent governance and oversight board
e Ask for Nalcor's negotiation strategy with Astaldi in writing — don’t give Nalcor a number yet
= Wait for Astaldi financial results before decision, BUT

e EYdoing urgent high level stress test of Astaldi corporate financial position - if its financial stability appears to be
an urgent issue, reconsider giving Nalcor initial immediate parameters for negotiation

Paul D Hickey KC*SG CPA, CA, CIRP, LIT
Senior Vice President | Transaction Advisory Services

Emst & Young Orenda Corperale Finance Inc.

EY Fortis Place, 5 Springdale Streel, Suite 800, St. John's , NL A1E 0E4 Canada
Direct: (709) 570-5404 | Mobile: (709) 685-4998 | paul.d hickey@ca.ey.com
Fax: (709) 726 0345 | Home: (709) 753-9925 | EY/Comm: 8647286

Melanie Brooks | Phone: (709) 570-8235 | melanie.brooks@ca.gy.com

From: Murphy, Tim [mailto:TimMurphy@gov.nl.ca]
Sent: Friday, February 26, 2016 1:02 PM

To: Paul Hickey

Subject: RE: Chat

Sure.

729-6487

From: Paul Hickey [mailto:paul.d.hickey@ca.ey.com]
Sent: Friday, February 26, 2016 12:57 PM

To: Murphy, Tim <TimMurph ov.nl.ca>
Subject: RE: Chat

Sure, thank you. Will [ call your office #?
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Speaking Notes from Feb 25'™" Meeting with EY

Following yesterday’s Cabinet Meeting, we had a 3+ hour meeting with EY
to get their thoughts on the Astaldi issue, and on the Muskrat Falls project
more generally. The Premier, Min Coady, KP, TM and JM attended.

The lead EY rep was David Leather, who in a past life was CFO for the
London Olympics which had a budget of 9 billion Euros. That project came
in on time and on budget.

EY’s key conclusion from their work to date is the current cost estimate of
$7.65 Billion is not reasonable, particularly as it relates to the Astaldi
situation.

EY’s estimate is the problem with Astaldi is in the range of $600-$800
million. Nalcor has been referring to a $650 million issue.

One of EY’s key findings is when the MF praject was initially set up, there
was no Management Reserve put in place. This Reserve is normal for major
capital projects and is a finite pot of funds available for unforeseen
technical and management risks that arise above the project level.

The Risk Register document for the MF project refers to the plan to
establish such a reserve — but there is no record of how the decision was
taken not to establish a reserve.

Not only was there no Management Reserve included in the budget,
Nalcor’s view is the amount of money available for the MF project is
unlimited given that Nalcor believes Government will provide whatever
funding is required. That has been the practice and experience until now.

EY’s view is there should have been a 5-25% set aside for a Management
Reserve, based on the initial $6.2 Billion budget.

Another major concern EY has identified is the project doesn’t have a risk-
adjusted cost and schedule forecast, and no documented assessment of
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cost and schedule performance. This is a basic requirement of Board
reporting and normal practice for major capital projects.

From EY’s analysis to date, there has been no challenge function to the MF
leadership team — not from a CFO, not from the Nalcor Finance group, even
though there is a fiduciary responsibility to do so.

EY told us there is no sense of responsibility at Nalcor for MF cost
escalation. The focus is on completing the project regardless of the cost,
with government being there to provide unlimited funds. Nalcor’s view is
the cost increases are “unfortunate” but the long-term benefits surpass the
cost increases.

EY described a culture of “we know best” on the MF project at the senior
levels (CEO and direct reports). EY added that the mid-management level
and down in Nalcor are extremely competent and committed to the
project.

EY also looked at the issue of the change in strategy not to have SNC Lavalin
as the EPCM contractor. This change in strategy to not have a world-class
EPCM contractor manage but rather turn project delivery over to an
Integrated Project Management Team, was not fully thought out, in EY's
opinion.

EY asked Nalcor for the documentation on why this major strategic decision
was taken. No documentation was made availahle, nor was there any
evidence of a report to the Board on such a significant strategy change. This
would have been expected to be normal practice.

Before getting into the Astaldi details we asked for EY's view on other
project risks beyond Astaldi. The key risk is delivery risk regarding the
transmission lines. EY noted there is a definite schedule risk. Valard and
Nalcor are talking and Nalcor is confident they can fight a Valard claim. EY
doesn’t have an opinion as they don’t have anything to assess and there is
no claim at present.
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Astaldi aside, the remaining components of the project are generally within
what you would expect though the remaining contingency is low. EY
doesn’t know how much contingency is left though with a starting 5%
contingency and the $600-5800 million problem with Astzaldi, a less than
prudent amount of contingency remains.

Specific to the Astaldi issue: EY is real surprised that discussions with Astaldi
to resolve the $600-5800 million issue are still at a high level, even though
the problem has been evident for 18 months.

EY seriously questioned the Nalcor approach of hiring a consultant to
convince itself that Astaldi was in financial trouble. They described this as a
type of covert, private eye approach. So far, Nalcor has provided a report
on Nalcor letterhead but refused to identify for EY who did this work on
their behalf (to allow EY to follow-up and validate the findings).

Nalcor told EY that Astaldi keeps saying to Nalcor “why are you so worried
about our financial situation; we want to focus on our MF contract
problem”.

EY indicated that the agreement with Astaldi stipulates that Nalcor pays
Astaldi for every hour worked, and payments are not tied to achieving
concrete poured milestones. Nalcor officials described this specific contract
provision as “one regret they have”. So, Astaldi has been paid for every
hour worked, even for building the failed dome and taking it down.

Given that EY was kept away from the Astaldi file until very recently, they
have only started to think about our options going forward. When EY asked
Nalcor to walk them through the options Nalcor considered, EY got the “we
know best” response, essentially dismissing anything beyond more cash to
Astaldi now.

In terms of timing, Astaldi’s 2015 financial statements will be released on
March 8 or 9. EY doesn’t know what Astaldi is telling KPMG, their auditors.
Astaldi will obviously try to prevent booking any loss on MF in their
statements.
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o Even if the loss on the MF contract is made public on March 8-9, EY's view
is there still is ample time to get an agreement with Astaldi — the right
agreement, not a rushed agreement.

e When we asked why Nalcor would be pressing for permission from the
government to get a mandate to settle with Astaldi prior to March 8-9, EY
indicated these dates were likely being used as a pressure tactic by Nalcor
on government (rather than by Astaldi on Nalcor).

e EY noted that what's missing from Nalcor for government to make a
decision on whether to provide Nalcor with a negotiating mandate is a
Negotiating Strategy. That strategy, which Nalcor should have prepared,
would outline objectives of an agreement, parameters around amount of
funding, how and when funding could be made available, who would be
involved in the negotiations, the terms and conditions we would attach to
any agreement, starting and acceptable closing positions, where the other
side would likely be coming from, etc.

e EY recommended that the Premier call Ed Martin asking that he provide
government with Nalcor's Negotiating Strategy.

e EY recommended that Government’s negotiating objective should be to
cover as little as possible of the Astaldi cost increase, while ensuring Astaldi
maintains its good productivity for the next nine months. After March 8-9,
we will have a better sense of how big a financial problem Astaldi has, and
we can then enter into negotiations in a measured way. They noted the
negotiation with Astaldi should be framed as a commercial negotiation, and
we need strong commercial lawyers on our side. EY has little faith in
Nalcor’s ability alone to negotiate the type of agreement that is required
{because money isn’t an issue for Nalcor).

¢ In EY’s view, the real window to finalize an agreement with Astaldi is by late
April, or into May, before the peak summer season.

Premier’s Follow-up Call with Ed Martin —~ Premier to provide debrief
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Potential Nalcor Board Members
Rick Hiller (strong leadership focus)

Jo Mark Zurel {former CFO of Canadian Helicopters under Craig Dobbin; on a number of Boards})
Ken Bennett (President of Johnson Insurance; on a fundraising Board at present with Paul Antle)

Brendan Paddick (founder and CEO of Columbus International Inc. based in Barbados; on same
fundraising Board with Bennett and Antle; on Clearwater Board)

Paul Antle

Jane Rowe [head of private equity and long-term equities groups with the Ontario Teachers’
Pension Plan, she oversees an $18-billion portfolio)

Lorraine Mitchelmore (former CEQ, Shell Energy Canada)

Brian Maynard (President, Marathon Qil Canada)

Earl Ludlow

Wayne Myles {or another real good lawyer)

David Norris (former FPI VP and DM of Finance; currently on Fortis Board — he may be Chair)
Iris Petten

David Oake (though he may be a better candidate as new Cierk)
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Mumhx, Tim
From: Paul Hickey <pauld hickey@ca.ey.com> P frojcee / B
Sent: Friday, February 26, 2016 1:32 PM

To: Murphy, Tim 2h 44‘27 A Harleins.

Subject: RE: Chat

Observations from the meeting last night

Having reflected on it, we wanted to be clear on our advice:

¢ Changes need to Governance and leadership at Nalcor ~ new Project Leader / Project Sponsor and EY can
suggest names. Cansider other changes at project leadership level

mediate establishme
Ask for Nalcor's negotiation strategy with Astaldi in writing — don’t give Nalcor a number yet
*  Wait for Astaldi financial results before decislTEBUT

= EYdoing urgent high level stress test of Astaldi corporate financial position - If its financial stability appears to be
an urgent issue, reconsider giving Nalcor initial immediate parameters for negotiation

Paul D Hickey KC*SG CPA, CA, CIRP, LIT
Senior Vice President | Transaction Advisory Services

Emst & Young Orenda Corporate Finance Inc.

Fortis Place, 5 Springdate Street, Suite 800, St. Joha's , NL A1E 0E4 Canada
Direct: (709) 570-5404 [ Mobile: {709) 685-4598 | paul.d.hickey@ca. ey, com
Fax: (7089) 726 0345 | Home: (709) 753-8925 | EY/Comm: 8647286

Melanie Brooks | Phone: (709) 570-8235 | melani.brooks@ca gy com

Fror.n.: Murphy, Tim [méi&o:ﬂm.Murphy@gov.nl.ca]
Sent: Friday, February 26, 2016 1:02 PM

To: Paul Hickey
Subject: RE: Chat 5 wé CAN Lgﬂﬂ'p}
Sure.

729-6487 Fﬂg /A TUE 5 / 4’ T > /

From: Paul Hickey [mailto:paul.d.hickey@ca.ey.com]
Sent: Friday, February 26, 2016 12:57 PM

To: Murphy, Tim <TimMurphy@gov.nl.ca>
Subject: RE: Chat

Sure, thank you. Will I call your office #?
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Murphy. Tim
S —— i
From: Mullaley, Julia
Sent: Friday, February 26, 2016 1:11 PM
To: Parsons, Kelvin; Murphy, Tim
Subject: Fw: Ambassador of Italy -- meeting with Minister Coady and Mr. Martin
Importance: High
Fyi

Sent from my BlackBerry 10 smartphone on the Bell network.

From: Brown, David W. <DavidBrown@gov.nl.ca>

Sent: Friday, February 26, 2016 12:28 PM

To: Mullaley, Julia

Subject: FW: Ambassador of Italy -- meeting with Minister Coady and Mr. Martin

hulia, further to my last, please see below.

From: Patricla Bucclero [mailto:patricia.bucciero@esteri.it]

Sent: Friday, February 26, 2016 12:27 PM

To: Brown, David W,

Ce: 'Cornado Gian Lorenzo'; 'Corsaro Francesco'

Subject: RE: Ambassador of Italy -- meeting with Minister Coady and Mr. Martin

Good morning again David,

As I said in our phone conversation of a few minutes ago, Ambassador Cornado is acting on firm
instructions from the Foreign Ministry in Rome, and he will be coming to 5t. John's next week.

The matter of the Muskrat Falls project is of the highest priority to the Italian Government and the
Ambassador sincerely hopes that a time will be found for him and representatives from Astaldi to
meet with Minister Coady and Mr. Martin of

The Ambassador will arrive in St. John's'pn Tuesday, March 1 and will/depart March 4% in the

I look forward to hearing from you and remain at your disposal. Many thanks,

Patricia

Patricia Bucciero
Office of the Ambassador
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Communications and Cultural Affairs
Embassy of Italy

275 Slater Street, 21st flr,
Ottawa, ON

K1P 5H9

tel.: 613-232-2401, ext.227
fax: 613-233-1484

gﬂ"'—"‘?

b!fa @AmbltaliaOttawa

E www.facebook.com/ambottawa

From: Brown, David W, [mailta:DavidBrown@aov.nl.ca)

Sent: February-25-16 1:52 PM

To: Patricla Bucciero

Subject: Re; Ambassador of Italy -- meeting with Minister Coady and Mr. Martin

Patricla, no news yet, but | will contact the Ministers Office again first thing tomorrow morning.
David

Sent from my BlackBerry 10 smartphone on the Bell network.

From: Patricia Bucciero

Sent: Thursday, February 25, 2016 3:20 PM

To: Brown, David W. .

Subject: RE: Ambassador of Italy -- meeting with Minister Coady and Mr. Martin

Hi David,
Ambassador Comnado is currently in British Columbia (back tomorrow,) but I am sure he will
want to know if there news about a meeting with Minister Coady and Mr. Martin next week.
Thanks so much, we are yery grateful for your efforts on the Ambassador’s behalf.
Patricia

From: Brown, David W. [mailto: DavidBrown@gov.nl.ca]

Sent: February-24-16 3:40 PM

To: Patricia Buccdiero

Subject: Re: Ambassador of Italy — meetings with NL Premier and Minister

| just received the time. 1600. - 1640 on March 21, 2016.
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David

Sent from my BlackBerry 10 smartphone on the Bell network.

From: Patricla Bucciero
Sent: Wednesday, February 24, 2016 5:07 PM

To: Brown, David W,

Subject: RE: Ambassador of [taly -- meetings with NL Premier and Minister

Excellent news David - thanks so much! We'll wait for details on the fime.

As for the joint meeting with Minister Coady and Mr. Martin, as you know it is a very important and
pressing matter. Ambassador Cornado would be extremely grateful if 30 to 60 minutes (max.) could
be found in Ms. Coady’s schedule next week, at any time of day.

Many, many thanks.
Patricia

From: Brown, David W. [mallto:DavidBrown@gov.nl.ca]

Sent: February-24-16 2:47 PM

To: 'Patricla Bucciero'

Subject: RE: Ambassador of Italy -- meetings with NL Premier and Minister

Patricia,

The Premiers Office have confirmed a meeting between the Ambassador and the Premier for March 21%. | will advise
you of the time as soon as | hear from his scheduling assistant. | have also contacted Minister Coadys Office, but have
not received a response yet. | am told that Minister Coady's schedule is quite full at this time as our government is
preparing the provincial budget.

1 will advise as soon as | hear from the Ministers Office.

Regards,

David

From: Patricia Bucciero [mallto:patricia. bucciero@esteri,it]

Sent: Tuesday, February 23, 2016 7:22 PM

To: Brown, David W.

Subject: RE: Ambassador of Italy -- meetings with NL Premier and Minister

Thank you thank you! I'm hoping for good news tomorrow morning. Have a good evening,
Patricia

From: Brown, David W. [mailto: DavidBrown@qgov.nl.ca]

Sent: February-23-16 5:45 PM

To: Patricia Bucciero

Subject: Re: Ambassador of Italy -- meetings with NL Premier and Minister

Patricia, | will contact the Ministers Office in the morning and express the Ambassadors desire to meet asap. | will also
contact Mr Martins office with the same message and wilf advise you in the morning.
3
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David
Sent from my iPad
On Feb 23, 2016, at 7:13 PM, Patricla Bucciero <patricia.bucciero@esteri.it> wrote:

David, thank you so much. The Ambassador will be there on the 21* of March;
however, the meeting with Minister Coady and Mr. Martin is very important and the
Ambassador would appreciate that meeting being scheduled at the very earliest

opportunity. As I mentioned, he is very willing to come to NL twice.
Gratefully yours,

Patricia

From: Brown, David W. [mailto:DavidBrown@aov.nl.ca]

Sent: February-23-16 5:16 PM

To: Patricia Bucciero

Subject: Re; Ambassador of Italy -- meetings with NL Premier and Minister

Patricia, | have been advised by the Premiers Office that the Premiers schedule is very full right now.
However, we can arrange a meeting during the week of March 21, 2016. If that is suitable to the
Ambassador, | will be happy to arrange the other requested meetings for the same time period.
David

Sent from my iPad

On Feb 23, 2016, at 5:46 PM, Patricia Bucciero <patricia.bucciero@esterl.it> wrote:

Hello again Mr. Brown,

I just want to add that Ambassador Cornado is quite willing to come to
NL on two separate occasions, to meet with Premier Ball and Minister
Coady (and Mr. Martin) on different days, in the event that makes
scheduling easier for their Offices.

Thanks again,
Patricia
From: Brown, David W. [mailo:DavidBrown@eov.nlea)

Sent: February-22-16 12:01 PM
To: Patricia Bucciero
Subject: Re: Ambassador of Italy - meeting with Premier Ball

Good day Ms. Bucciero,
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| have contacted the Premiers Office again today, and am still awaiting a
response.

Please rest assured that as soon as | hear from them, that | will get back to you
immediately.

Regards,
David

Sent from my BlackBerry 10 smartphone on the Bell network.

From: Patricia Bucclero

Sent: Monday, February 22, 2016 12:14 PM

To: Brown, David W.

Subject: RE: Ambassador of Italy — meeting with Premier Ball

Good morning Mr. Brown,

... just wondering if there was any news regarding Ambassador
Cornado’s meetings in St. John's; he has asked that I reiterate his
availability any time in the first week of March.

Many thanks,

Patricia Bucciero

Patricia Bucciero

Office of the Ambassador
Communications and Cultural Affairs
Embassy of Italy

275 Slater Street, 21st flr.
Ottawa, ON

K1P 5H9

tel.: 613-232-2401, ext.227
fax: 613-233-1484

<image(01.jpg> ®AmbltaliaOttawa
<image002.jpg> www.facebook.com/ambottawa
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From: Brown, David W. [mailto:DavidBrown®gov.nl.ca}

Sent; February-18-16 1:19 PM

To: 'Patricia Bucciero'

€c: 'Corsaro Francesco'

Subject: RE: Ambassador of Italy -- meeting with Premier Ball

Hello Ms. Bucciero,

Thank you. | will make that note for the Premiers Office. Your request to meet has been
farwarded to the Premiers Office. They have informed me that they will be checking the
Premiers schedule and should be able to get back to me sometime next week. In the
meantime, | will have my staff check with Minister Coadys office and Mr. Martins office
for possible meeting dates. You should hear from me shortly,

Kindest regards

David Brown

Director of Pratocol and Corporate Affairs
Executive Council

Government of Newfoundland and Labrador
St. John's, NL, Canada

709-729-2911

BB 709-683-3792

From: Patricia Bucciero mmlmtmmmuﬂ
Sent: Thursday, February 18, 2016 1:52 PM

To: Brown, David W.

Cc: 'Corsaro Francesco'

Subject: RE: Ambassador of Italy -- meeting with Premier Ball

Dear Mr. Brown,

Further to my recent email, I should specify that Ambassador
Cornado will meet with Premier Ball accompanied by Mr. Carsaro only,
while the meeting with Minister Coady and Mr. Martin will include three
representatives of Astaldi as well.

Best regards,

Patricia Bucciero

From: Patricia Bucciero [mailto:patricia.bucciero@esterl.it]
Sent: February-18-16 10:05 AM

To: 'davidbrown@gov.nl.ca'

Cc: 'Corsaro Francesco'

Subject: Ambassador of Italy - meeting with Premier Ball

Good morning again Mr. Brown,

As I mentioned yesterday afternoon to Ms. Fleming of Premier Ball's
office, the Ambassador of Italy, Mr. Gian Lorenzo Cornado, would be

Page 327
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very grateful to be able to meet with Premier Ball at the earliest
opportunity. The dates we are looking at are February 24 (after 1:00 p.m.)
or anytime February 25" or 26'. If this is not possible, the Ambassador
would be able to travel to Newfoundland the following week as

well. The reason for the meeting request concerns Astaldi and the
Muskrat Falls project.

During his visit, the Ambassador would also appreciate the opportunity
to meet with the Hon. Siobhan Coady and Mr. Ed Martin, CEO of Nalcor
Energy.

Ambassador Cornado will be accompanied by Mr. Francesco Corsaro,
Head of the Embassy’s Commercial Office and three representatives of
Astaldi.

We are at your disposal, and look forward to your reply.

Best regards,
Patricia Bucciero

Patricia Bucciero

Office of the Ambassador
Communications and Cultural Affairs
Embassy of Italy

275 Slater Street, 21st flr.
Ottawa, ON

K1P 5H9

tel.: 613-232-2401, ext.227
fax: 613-233-1484

<image001.jpg> @AmbltaliaOttawa
<image002.jpg> www.facebook.com/ambottawa

“This 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.”
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Mark 3, Surrstte

Knightsbridge Robertson Surrette
10°" Floor, Barrington Tower
1894 Barrington Strest

Halifax, NS B3] 2A8

Mr. Ed Martin P: (502) 424-1100

President and CEO E: misurmeite@®kbrs.ca
Nalcor Energy

Hydro Place, 500 Columbus Drive
P.O. Box 12800
St. John's, NL. A1B 0C9

March 3, 2015

Dear Mr. Martin,

It has been a pleasure working with you and Mr. Sturge In the preparation of the materials required to
enhance the capabllity of the Board of Nalcor.

This document will serve as the summary of activities to date. In It is the outline of how the process has
gotten to this point, recommended next steps, recommendation on the number of directors and an
overview of board compensation for Atlantic based companles and energy companies. The compensation
report is not exhaustive, only representative. If you would like, we can make the report far more
exhaustive but I thought this would give you a fair representation of the current state.

Process to Date

Following our discussion in late Decamber, we proceeded to develop a set of competencies that were
representative of an ideal board member. These sets of competencies were both of a hard nature
{location, industry, functional experience) and of a soft nature (values, diversity, style).

ARter a number of iterations between Nalcor and ourselves, we were able to reach clear agreement on
the profile of an ideal director and the profile of an ideal board. We next developed a set of matrices
upon which to adjudicate existing (and new) board members which when taken together would give us a
composlite board profile. Along with this we established a process to fdentify gaps In board compasition,
which would then serve to inform any recruiting activities. This gap analysis allows Naicor to specify the
competencies necessary In any naw board member to better and more fully round out the board,

The objective of this process and document Is to give Nalcor a benchmark for the existing board and to
outline a process and evaluatlon scheme necessary when recrulting new board members,

Next Steps
Now that we have the Board Competency Matrix completed the next steps incude the foltowing:

1. Self assessment of existing board members to populate the matrix;

2. Review of the self assessment by Governance Committee to ensure consistency;

3. ldentification of gaps in existing board;

4. Development of profile for new board member based upon the completed Matrix and the
corresponding gaps; and

5. Commence recruiting activities based upen the gap analysls profile.

We would estimate that to complete the next 5 steps would take approximately 3 months from start
untll you have a commitment from candidates to join the Nalcor Board.

Management Information Circular Cornpensatlon Survey
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One additional item that needs to be undertaken is the decision around board compensation. This is an
item that needs to be addressed internally but must be completed prior to galning agreement from
candidates to join the Nalcor Board.

Ideal Number of Directors

Boards range in size and there Is little rationale to it. The range is most typically from & to about 15.
There are outliers, mostly at the upper end as we have seen boards reach the size of 16+ on occasion.
However the mean seems Lo be in the range of 12, For Nalcor, we are recommending that at the outset
the Board be constituted at 10 members. This wlll provide reasonable opportunity for diversity of
experience yet keep the Board at 2 manageable size while keeping costs down, Once the Board has
been functioning effectively far a few years, you can always increase the size to 12, which appears to be
the optimum number for an arganization the size and complexity of Nalcor,

Board Compcosation

Board compensation varies greatly from organization to organization. Industry, region, type of
arganization, histary, share structure, all tend to have an effect on directors compensation. The
following matrix provides some insight Into what a number of relevant organizations are currently
paying. The matrix contains Atlantic based firms, utllities and energy companies, all of which we believe

are comparable organizations to Nalcor. The matrix Is not fully complete as we are waiting on additional
data.

We would be happy to engage In a discusslon as to what the appropriate level of compensation is for a
Nalcor Director.

Management Information Clrcular Compensation Survey
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Board Compensation - Atlantic Canadian Based anlzations
B Bo 4 ‘ 0
10 $25,000 $8,000 $8,000
10 $57,000 $1,750 $130,000 $15,000 $1,250
9 $4,000 ~$300 ~$8,000
10 $75,000 $1,750 $220,000 $B,000-$15,000 $3,000-45,000 ~$813
6 $10,000 $1,000
7 $65,000 $0 $110,000 $7,500-515,000 $2,500-$5,000 $0
5 $25,000 $1,000 $5,000 $5,000 $1,000
11 $45,000 $2,000 $100,000 515,000_ $2,000
] $75,000 44,688 $175,000 $10,000-$15,000 i $1,667
10 $25,000 $1,000 $35,000 $12,5C0 $1,000
6 $15,000 $1,000 $25,000 510,600 $1,000
15 $90,000 $2,000 $300,000 $10,000-325,000 $3,000-$5,000 $2,000
9 J $23,000 | $1,500 $29,000 $5,000 $1,500

Management Infarmation Clrcutar Compensation Survey
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Board Compeasation - Provincis! and Federal Crown Corporations
8o o
O o B d ol o}
10 ~4$10,000 ~$800 ~$20,000
6 ~$6,000 ~$500 ~$14,000 $1,000-$2000 j
12 ~$6,000 ~$400 ~$12,000 ~$5,000
9 $15,000 ~$500 $30,000 $2,500-55,000 $0 $0
12 $25,000 ‘,"f‘s’u‘,’)’ $150,000 $8,000 $3,000-$8,000 | $750-$1,500
14 $25,000 $900 $150,000 $3,000 $900
14 $25,000 $750 $40,000 $2,500-$3,500 $750
12 $50,000 $1,500 $75,000 $10,000-$25,000 $5,000 $1,500
Board Compensation - Encrgy Orpanlzations
v ef B Bo Bo 0 0
13 $50,000 $1,500 $250,000 $10,000-$25,000 |  $5,000-$6,000 $1,500
9 $29,130 $1,457 $242,750 $7,283 $1,457
15 $120,000 $24,000 $130,000 $10,000-520,000 | $5,000-515,000 $4,000
12 $210,000 $21,000 $260,000 $10,000-$25,000 $4,000
13 $50,000 $1,700 $200,000 $15,000-$25,000 | $6,000-$10,000 $1,700
9 $30,000 $1,500 $250,000 $7,500 $1,500

Management Information Circular Compensation Survey
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Summary

Attached to this document is the actual Nalcor Board Competency Matrix which has been developed for
the existing board, as per the process listed above. I would be happy to explain the warkings of the
Matrix to the current Board or any other Stakeholders you deem appropriate.

It has been a pleasure working with you and Mr. Sturge on this Impartant project and T look forward to
bringing it through to frultion.

Let me know how you would like me to proceed,

Warm regards,

AV #

Mark J. Surrette

Management Information Clrcular Compensation Survey
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Nalcor Board
Competency Matrix

Submitted by: Legal Name:

Robertson-Surrette Group Limited
Mark J. Surrette

Knightsbridge Robertson Surrette HST Reglstration #:
10™ Flcor, 1894 Barringion Street 104580857RT0001
Halifax, NS B3J 2A8

P: (902) 424-1100 E: misurrette@khrsca Private and Confidential
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1. Composite Nalcor Energy Board Specification

Overall Philosophy

To attract outstanding Individuals to the Nalcor Energy Board who bring a true oversight and
counseling orientation with the requisite competencies and experiences (set out below), Including
a cuttural fit that seeks to contribute to a highly cpliaborative but Independent-minded board.

Required Competeacies

1. Strong Conceptual Skill and Intellectual Insight
¢ Abillity to assimilate, understand and effectively monitor Nalcor's approach to
business and the drivers of its success;
¢ Evident intellectual interest In, and commitment to, understanding Nalcor's business;
High level of analytical capabllity; and
+ Willingness and capability to delve Into and understand complex business deaflings
and long term investments.

s

2. Nalcor Values Orientation
¢ Ability to communicate openly and foster an environment where Information moves
freely In a timely manner;
¢+ Demeonstrates a high level of accountability through holding oneself responsible for
actions and performance;
Evident commitment to safety by protecting oneself, colleagues and the community
Committed to being sincere and demonstrates honesty and trust;
Evident teamwork capabilities;
Shows respect and dignity by appreciating the individuality of others;
Ability to provide |eadership and empower individuals.

* & ® ¢ P

3. Judgment and Risk Assessmant Savvy
@ Ability to effectively oversee Nalcor’s averall investment strategy;
Up-to-date knowledge of the Canadian and International business;
Experience with multiple perspectives on risk and risk management;
International capital markets exposure; and
Abllity to understand the unique Investment characteristics of long term assets,
infrastructure, and real estate.

. & & &

4, Sophistication and Sensitivity in Dealing with Multi-Stakeholder Environments
¢ Experience and reputation for success In operating at the interface of the private
sector and with public policy/public stewards; and
¢ Abllity to contribute to the strategic thinking and proactive influence required to
ensure Nalcor's Independence and founding legislative mandate.

5. International Orientation
¢ Knowledge of international markets and business operations, especially where the
Nalcor will be active In securing Investment capital and partnerships.

Composite Nalcor Energy Board Specification [RIEINL
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6. Board-Level Contributor and/or Senior Leadership Business Acumen

7.

L
L

Accomplished senier business or professional leadership exparence;

Experience in contributing effectively to strategy discussions and thelr
Implementation;

Experience In a growing and Increasingly complex organization, Including success in
buliding, consolidating and overseeing at a board/senlor leadershlp level an
organization’s infrastructure (l.e., IT, HR, Finance, Enterprise Risk Management,
etc.);

Tolerance for ambiguity (l.e., comfert In making decisions with Imperfect Information
in highly changeable external circumstances; taking calculated risk);

Experience In making decisions that are long term in nature;

Experience In the leadership, oversight, attractlon and retention of talent; and
Expertise and famlllarity with financial information, public accountabllity, performance
metrics, and reporting.

Diversity

®*> & ® &

Vislble minority / first nations;

Exposure / experience dealing with first nations issues;
Gender balance;

Able to bring a diverse perspective to the board; and
Demonstrates cultural competence.

Composlte Nalcor Energy Board Specification
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2. Current Baard Analysis — Nalcor Board Compelency Matrix

Nalcor Board

e

Ken Marshall Shorad

Sl

Tom
o

il

. Dot

Erin Leo L] Bagd Board: | Board Saard
Member | Membor $ | Mamber 18

};
:

1 Slesmdl yaar teial, a5 ot c2DATE>». 1015 « &Ma of sralyin

1 Pnantued o raflect the twa of ihrse pertan ed moit prevelant funttans of gvpering h the bosrd merider’) profeisons) Baghgraund
3 Funchgnal wpeneece srcludal overnghl of speclic unctont ganed 43 9ther 3 b prd mambaed o cheel peatutres otfitet

4 Pnmacy and wcondsry ndustnes

Current Board Analysis - Nalcor Board Competency Matrix LEISISETH
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3. Current Board Composite Profile & Gap Assessment’

R

¥

i

1. Closest\rearlot.al as at <<DATE>>, 2015 - date of analysis.

1. strang Cnrlupl:ual

' Skil) and Intellectual
Insight

= @:rﬁfﬁﬁ

-..—_é_.—..—__“..rﬁ,.__a-.ﬂ - ——

Omeaeg

tegend

Fldly in Evidenen
Sigmificant Esperienon
Reasonable Expenence
Limited Expenence

o Expenence

2. Nalcor Values
‘Orlentation

3. Judgment and Risk
Savvy

\ Criteria

4, Sophistication and
Senlttlvity In Dealing
with Mull-
Stakeholder
Environments

S. International
Orientation

6. Board-uwal
Centributor and/or
Senlar. Leadershlp
Busliness Acumen

7. Diversity

Average Age:

Locations:

Gender Mix:

Average Tenure:

Current Board Composlte Proflle & Gap Assessmentl _
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Individual Board Member Profiles

First Name: Hen

Last Name: Marshall _

e T e Y — T oty

P ——

prm——

Legend

Fillyw Evidence
SignificantExperience
Reasiable Expetience
Lemited Expenence

Ho Exprrience

1, Strong Conceptual Skill and Intellectus!
Insight

2. Nalcor Values Orlentation

3. Judgment and Risk Savvy

4. Sophistication and Sensitivity in Dealing with
Mull-Stakeholder Environments

oSS EPE el MRS o LY

5. International Orlentation

6. Board-Level Contributor and/or Senlor
Leadership Business Acumen

Page 342
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i 7. Diversity

Age: Gender: Years on Board:
Location:

Functional Experience:

Industry Experience:

Current Board Compasite Profite & Gap Assessmentl
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Legend
First Name: Gerald @ FulymEwndence
Last Name: Shortall ¢ SpnificntEspenence
§  ReasonsbieExpenence
£ Lruled Expenence
O NoExpertence

1, Strong Conceptual Skill and Intellectual
Insight

2. Nalcor Values Orieniation

3. Judgment and Risk Savvy

4. Sophistication and Sensitivity in Dealing with
Mull-Stakeholder Environments

5. International Orientation

——

6. Board-Level Contributor and/or Senlor
Leadershlp Business Acumen

7. Diversity

Age: Gender; Years on Board:

| Location:

Functional Experience:

Industry Experience:

Current Board Composite Profile & Gap Assessment1
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First Name: Tom
Last Name: Clift

-
-

.
s —— A — st

1. Strong Conceptual Skill and Intallactual
Insight

Qe @®

Legend

Fudly in Evidence
Sipnuficant Experience
Reasonable Experiance
Lemwted Expenence

Mo Experience

2. Nalcor Values Orientation

3. Judgment and Risk Savvy
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4. Sophistication and Sensitivity In Dealing with
Mull-Stakeholder Environments

5. International Orlentsation

6. Board-Level Contributor and/or Senior
Leadership Business Acumen

7. Diversity

Age:

Location:
Functional Experience:

Industry Experience:

Gender; Years on Board:

Page 344
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@ FulyinEwndence

First Name: Erin & SonficantErmpenencs

Last Name: Breen €' Reasonable Experiencn
4, Limited Expenence
O NeErperlenca

]

1. Strong Conceptual Skill and Intellectual
Insight

2. Nalcor Values Orlentation

3, Judgment and Risk Savvy

4. Sophistication and Sensitivity In Dealing with

Aw e ee—— e — e e
3 e g i
: f’:u::’-:jf
i i Wi L i A L £, iy Ara e e

3 Mull-Stakeholder Enviranments
- j:lj .
-4 o]
{
I 5. International Orientation
I
i
! 6. Board-Level Contributar and/or Senlor
i Leadarship Business Acumen
i
q
;
E 7. Diversity
Age: Gender: Years on Board:
Location: _

Functional Experience:

Industry Experience:
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First Name: Leo
Last Name: Abass
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1. Strong Conceptual Skill and Intelfectual
Insight

orme®

Lenend

Fully in Evidence
Significant Expenenca
Reasonable Expenience
Limited Ezperience

Mo Experience

2, Nalcor Values Orientation

3. Judgment and Risk Savvy

4. Saophistication and Sensitivity in Dealing with
Muli-Stakeholder Environments

5. Internstional Orlentation

6. Board-Level Contributor and/or Senlor
Leadership Business Acumen
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7. Diversity
Aga: Gender: Years on Board:
Location:

Functional Experience:

Industry Experience:

Current Board Composite Profile & Gap Assessment1
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5. Imernational Orlentation

&. Board-Level Contributor and/er Sanlor
; Leadership Business Acumen
B!
|
g
‘-t 7. Divarsity
Age: Gender: ______ Years on Board:

Location:

Functional Experience:

Industry Experience:
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Board Composition Observations Will Inform Both the New Board Composition as well as

Future Recruitment Efforts

Observations from
Pro Forma Board Analysis:

¢ Opportunity to enhance board
diversity in light of its current
compasition.

¢ Average Board tenure Is reasonable
(7.4 years) in light of recent
additions.

¢ Capital Intensive investment
oversight/broad responsibility remalns
a priority.

¢ Global energy and financial market
“inter-connectivity” underscores
desire for enhanced global
markets/Iinvestmants experience.

& Additional functional skills in risk
management (ideally In a
global/international setting) still
welcome.

¢ International experlence/exposure Is
still not a defining characteristic of the
Board.

¢ Limited other organizational
infrastructure bullding expertise,
encompassing HR, IT, and
Engineering expertise, with Board
overall,

Implications for Future
Board Placements:

¢ Sourcing qualified diversity candidates
is an ongolng consideration in alt
Nalcor searches.

¢ International experience remains an
opportunity area - especlally In light
of the Nalcor’s continuing gecgraphic
diversification of its need for capital.

& Experience In the attraction and
retention of world-class human capital
through use of sophisticated HR
practices is an oppartunity area,

¢ Experience in the “scaling up” of key
Infrastructure and managerial
processes (Le,, IT, finance, Eng) - in
sophisticated and complex enterprises
could still be enhanced.

¢ Ideally targeting candidate profiles
that can contribute to 3 fong possibie
tenure with the Board - but will
balance this aspiration with the
distinctiveness of the overall
candidate profile.

Current Board Composite Profile & Gap Assessmentl
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Nalcor Board Search Focus Priority for this Search:
@ ewma
. 1. Strong Conceptual Skill and Intellectual Insight o Priesity
¢ Ability to assimllate, understand and effectively monitor Nalcor's
approach to business and the drivers of Its success; 0 Opporiumiy
¢ Evident intellectual interest n, and commitment to, understanding e as bt
Nalcor's business; O e i
¢ High level of analytical capability; and O Unikely / Nol required
¢+ Willlngness and capabllity to delve into and understand complex

business dealings and long term investments.

. 2. Nalcor Values Orientation
¢ Ability to communicate openly and foster an environment whare information moves freely
In a timely manner;
¢ Demaonstrates a high level of accountability through hotding oneself respansible for actions
and performance;
Evident commitment to safety by protecting oneself, colleagues and the communlty
Committed to being sincere and demonstrates honesty and trust;
Evident teamwork capabilities;
Shows respect and dignity by appreclating the Individuality of others;
Ability to provide leadership and empower individuals.

* & > S &

. 3. Judgment and Risk Assessment Savvy
¢ Ability to effectively add value to Nalcor's overall Investment;
Up-to-date knowladge of the Canadlan and international business;
Experlence with multiple perspectives on risk and risk management;
International capital markets exposure; and
Ability to understand the unlque Investment characteristics required of long term assets,
infrastructure, and real estate,

- & & @

G 4. Sophistication and Sensltivity in Dealing with Multi-Stakeholder Environments
¢ Experience and reputation for success In operating at the interface of the private sector
and with public policy/public stewards; and
¢ Abllity to contribute to the strategic thinking and proactive influence required to ensure
Nalcor's Independence and founding leglslative mandate.

. 5. International Orientation
¢ Knowledge of international markets and business operations, especially where the Nalcor
wlli be active in securing Investment capital and partnerships.

o 6. Board-level Contributor and/or Senicr Leadership Business Acumen

¢ Accomplished senior business or professional leadership experience, preferably in a large
and complex organization;

¢ Experience In contributing effectively to strategy discussions and thelr implementation;

¢+ Experience In a growing and increasingly complex organization, including success In
building, conselidating and overseeing at a board/senior leadership level an organization’s
infrastructure (l.e., IT, HR, Finance, Enterprise Risk Management, etc.);

¢ Tolerance for amblguity {i.e., comiort In making decisions with Imperfect Information In
highly changeable external ¢ircumstances; taking calculated risk):

¢ Experlence in making decisions that are long term In nature;

Current Board Composite Profile & Gap Assessmentl
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+ Experlence in the leadership, aversight, attraction and retention of talent; and
¢ Expertise and familiarity with financial information, safety orientation, performance
metrics, and reporting.

G 7. Diversity
¢ Visible minarity / first nations;

Exposure / experience dealing with first nations issues;
Gender balance;

Able to bring a diverse perspective to the board; and
Demaonstrates cultural competence.

> & ® @

Preferred Locations

Praferred Functional Experiences

Preferred Industry Experiences

Current Board Composite Profile & Gap Assessmentl BB
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Profile(s) for the Search of Additional Board Member(s)

First Name: Last Name:

T Essential
1. Strong Concaptual Skill and Intellectusl
Insight .
L ; Essential
g5 2. Nalcor Values Orientation
Opportunity
3. Judgment and Risk Savvy 0
E3
3 i 4. Sophistication and Sensitivity In Dealing with Priority
l A Mull-Stakeholder Environments o
}‘ | .
i
& .
i z Opportunity
BN | 5. International Orlantation
i inte
e O
j
, 6. Board-Level Contributor and/or Senlor Péicity
Lezadership Business Acumen 0
] 7. Diversity "3"?
Age: Gender:
Location:

Functional Experience:

Industry Experiences;

Current Board Composite Profile & Gap Assessmentl S



CIMFP Exhibit P-04351 Page 352

(40%). Design and construction is parformed by Astaldi (wilh a 50% slake), and the French firm Vinci Construction
{50%).

PPER_CISOKAN PUMPED STORAGE POWER PLANT PROJECT (P 1 — Lot 1-A) | Indenesi
(consiruction): 234 million US dollars, 30% of which refers to Astaldi's stake, for performance of the firsl two
phases of the Upper Cisokan Hydroelectric Project on Java in Indonesia. The project is one of the most imporiant
in progress lo date in the country in the hydroelectric sector and is funded by the World Bank. The works will be
performed as & joint venture with the Korean company DAELIM (principal, with a 40% stake) and wilh the local
firm WEKA (30%).

Events after the reporting period

In February, the ACe consoriium which Astaldi {leader) holds a 65% slake in was the winning bidder in awarding
of the contract for the design and construction of the two main slruclures (Dome and Main Structure) of the
European Exiremely Large Telescope (E-ELY), the largest oplical felescope in the world. The ESO (European
Southem Observalory) Financial Commitiee authorised ESC lo commence final negolislions with the ACe
consorfium, with the aim of signing the final conlract in May 2016. All the details will be defined and disclosed
subsequent lo signing.

QOutlook

Astaldi Group will pursu ils planned growth over the coming months, focusing on the development of s activilies,
aimed at further consolidating the Group's dislinclive fealures (consolidated compefitive positioning, high-quality
order backlog), while al the same time oplimising its integraled supply capacily.

The commerclal stratagy will follow the Group's risk management policies, able fo promole even more marked
diversification of aclivities, Specifically, the aim will be lo consolidate the Group's presence in countries where it
traditionally operates that continue to invest in mulli-year Infrastructure programmes such as Turkey, Chile, Poland
and Algeria, and hence to sirengthen its role in areas with sleady economies and clear invesiment programmes.
Al the same lime, ihe focus will also be placed on new markets able fo guarantee that optimal countrylrisk
diversification which is increasingly a necessary condition for maintaining suitable levels of competiliveness. The
development of stralegic, high standing parinerships, able to ensure suitable risk sharing as well as grealer
opportunities for success in enlering new markels/araas, will also help promole growth,

From a sector viewpoint, commerclal efforts will be focused on acquiring EPC conltracts, together with a careful
assessment of the opportunities the Concessions sector has lo offer, always within a logic of asset rotation with
the projects currently being disposed of.

From a geographical viewpoint, Chile, Peru and Turkey will conlinue to be marksls of major inlerest for the
Group's traditional business sectors, as well as in relation to projects in concession. As regands Canada, now that
the stari-up problems related 1o the Muskrat Falis Hydroelectric Project have been overcome, consolidation of this
geographical area is planned through the development of focal parinerships. TEQ, the Canadian company
acquired and reorganised in recent years, will alsa conlribute to growth in Canada, Additional opporiunities may
also arise from markets of new interest - Panama, Iran, Cuba, Sweden and Norway -, which It is felt may, on the
whole, ofissl the planned reduction of preduction in Venezuela and the siowdown in Romania and Bulgaria. There
will also be further development in Poland, also thanks fo the ability the country traditionally boasts in making use
of funding provided by the European Community.
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Main consolidated resuits at 31 December 2015

The 2015 consolidaled resulls offer confimation of the Group's growth plans thanks 1o a successful posilioning
stralegy in the various geographical areas it operates and lo ils consolidaled business capacily.

Total revenue amounted to EUR 2,854.9 million showing a 7.6% Incraase, compared lo EUR 2,652.6 million in
2014, with operaling revenue accounting for 95.6% and olher revenue for the remaining 4.4%. Specifically,
operating revenue Increased to EUR 2,730 milllon (up by 7.5%, EUR 2,540 million at 31 December 2014),
while ather operating revenue Increased to EUR 124.9 million {+11.4%, EUR 112.2 milfion at 31 December 2014),
The geographical areas making the greatest conlribution lo this result were Europe (Poland, Romania, Russia and
Turkey), North and South America (Canada, Chile, Peru and United Stales) and Algeria. Maly aiso contributed
while, however, confirming a trend that was affecied by the counlry's economic situalion.

The geographicel structure of revenue offered confirmation of the progressive consolidation of intemational
activities, able to offsel the trend recorded in Naly. Specifically, International (82.8% of ravenue) genaraled EUR
2,262 million (+17.8% compared lo EUR 1,920 million In 2014) referring to: (i) the increase from Europe
(including Turkey) to EUR 1.3 billion (+14% YQY), thanks fo progress on conlracts in progress in Turkey (Third
Bosphorus Bridge, Gebze-Orhangazi-lzmir Motorway, Etiik infegrated Health Campus in Ankara), as wel as the
excellent results from activities in Russia (WHSD in St. Pelersburg) and Poland {S-8 National Road, Wisnlewo-
Mezenin section; S-5 National Road, Poznaf-Wroclaw section; Warsaw Underground, Line 2; John Paul Il
International Airport Krakow-Balice), as well as Romania (Lines 4 and 5 of Bucharest underground, road works);
(i) the major Increase in America to EUR 835 million (+31.9% YOY), thanks o progress on activitles in Canada
(Muskral Falls Hydroelectric Project), Chile (West Metropolitan Hospilal, Chuguicamala Mine, Aruro Mefino
Benltez Intemational Airport) and Peru (Cerro dal Aguila Hydroelectric Project); (Iif) the Maghreb tolalled EUR 123
million, thanks to progress on the Saida-Moulay Slissen and Saida-Tiare! railway works in Algeria; {iv) the Middie
East contributed with EUR 49 million, thanks to progress on rallway projects in Saudi Arabia (Jeddah and Kaec
HS Stalions). ltaly recorded 17.1% of revenue equal to EUR 468 million; despite the trends seen In the public
warks seclor, the Group managed to maintain a significant order backlog thanks to the expansion of operations in
the Plant Engineering and Facility Management segment and the synergies generated with NBI (a 100% Astaldi-
owned company specialising In this segment). Specifically, prograss made during the year on the Quadrilaler
Marche-Umbria road network and railway works refated to undergrounds (Milan Lines 4 and 5, Rome Line C) is to
be apprecialed. |t must also be noted that even if Line C of Rome underground experisnced a standstill In works at
ihe end of the year, a suilable level of production was achieved for the first nine monlhs of 2015, A positive
contribulion was also recorded in relation to progress on the projecl involving the new hospital in Naples
(Ospedale del Mare) and operalion of the new hospitals in Tuscany through the investee GESAT (Astaldi Group
holds a 35% slake).

Construction accounted for 99.1% of operating revenue and benefitted from Astaldi Group's high level of
specialisation in the Transport Infrastructures segment, but all the other segments the Group tradilionally operates
in also generaled significant contributions. Specifically, Transport Infrastructures accounted for 68.6% of
operating revenue followed by Hydraufic and Energy Production Planls with 15.6% of operating revenue), Civil
and Industrial Construction (8.8% of operaling revenue) and Facility Managemenl, Planl Engineering and
Management of Complex Syslems (6.1% of aperating revenue),

Concessions generated approximately 1% of operating revenue, EUR 24 million (in line with 2014). The
yearly figure reflects the resulls of operation of Milas-Bodrum Intemational Airport in Turkey, which reached Ils
natural expiry date in Oclober 2015, and of the new hospilals in Prato, Lucea and Pisloia in Tuscany (Hzly).
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Julia Muliatey March XXX, 2016

Clerk of the Executlve Council & Secretary to Cablnet
Government of Newfoundiand and Labradoer

P.0. Box B700

St. John's, NL A1B 4J6

Muskrat Falls Project Raview of Project Cost, Schedule and related Risks

Mrs, Mullaley,

EY has completed an Interim report as part of the review of the Muskrat Fails Project’s cost, schedule and
related risks ("engagement”). Our engagement is belng performed In accordance with the statement of
work dated 14 January 2016 between EY and Her Majesty In Right of Newfoundland and Labrador,

The objective of the engagement Is to assess the reasonableness of the Muskrat Falls Project's cost and
schedule forecast, and to identify opportunities to address any material/critical risks. As requested, this
interim report will assess the reasonableness of the Project's current approved cost and schedule forecast,
with a final report to be provided after Nalcor Energy Ltd (*Nalcor™) completes their ongoing reforecasting
process. This interim report provides significant value through:

informing Gavernment on current mater_;_ai risks and Issues not reflected in the September 2015
forecast; '

providing recommendations that Nalcor should consider as it completes its Quantitative Risk
Assessment and re-baseline activities; and

informing the EY final review, enabling it to be completed in a timely fashion.

The field work for this interim report was completed in January and February 2015 and consisted of
reviewing project data and documentation, as well as enquirles and discussions with senior management
and representatives of Nalcor, the Oversight Committee and the Independent Engineer. The services
provided by EY in this report are advisory In nature.

EY has not developed lts own cost, schedule and risk forecast but instead assessed the reasonableness of
that prepared by Nalcor. The review focused on risks and issues that have the potential to materially impact
the Muskrat Falls Project.

We would like to express our appreciation for the cooperation and assistance provided to us by Nalcor, the
Independent Engineer and the Oversight Committee.

Yours sincersly,
XXXXX
Ernst & Young LLP
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Disclaimer

This report is intended solely for the Information and use of management of Her Majesty in Right of
Newfoundland and Labrador as represented by the Executive Counsel and Is not intended to be and should
not be used by any other partles. In preparing this report, EY relied on informatlon provided by its client and
by Nalcor Energy. EY has not audited, reviewed or otherwise attempted to verify the accuracy or
completeness of such information. This report has not considered Issues relevant to third parties and is
subject to certain limitations. We shall have no responsibility whatsoever to any third party that obtains a
copy of this report. Any use such a third party may choose to make of this report is entirely at its own risk,
We disclaim all responsibllity for loss or damage, if any, suffered by any third party as a result of rellance on,
decisions made or actions taken based an this report.
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Muskrat Falls Pro:'ect

Review of projecticost, schedule and associated risks

1 Executive summary

1.1 The Government of Newfoundland and Labrador ("the Government") engaged EY to assess
the reasonableness of the Muskrat Falls Project's* (“the Project”) cost and schedule forecast
and to identify opportunities to address any material/critical risks.

1.2 The current cost forecast for the Project was set in September 2015. At this time the Project
schedule was not updated but was described as “under review”. This cost and schedule
position (“the September 2015 Forecast") forms the basis for the EY reviewi(4the Review")
and is summarized in the table below:

ITHE!L sti’e"oljﬁinﬂ.ﬁlqg. o | {%?’Zgam 1
-  ovariber 2087 |
‘bjﬁ:&@’f@‘iﬁ" {

1.3 The overall conclusion of the Review is that the September 2015 Forecast Is not reasonable.
The princlpal reasons for this concluslon are as follows:

the Muskrat Falls Generation ("MFG") contract for civil construction is significantly
behind'schedule in the Powerhouse and Intake areas. The direct and indirect
consequences of this delay are expected to have material impacts on cost and schedule
that are not reflected in the September 2015 Forecast;

the current contlngency level representing 4.7% of the cost to complete?, or 2.3% of
total cost, is low for the current stage of completion of the Project. More than 50% of
work on the Project has now been completed, and just over 40% of the construction
work has been finished, The majority of design, engineering and procurement work is
complete; however, there is a significant amount of physical construction work
remaining that will be followed by commissioning and integration. This construction
work is challenging in terms of its scale, time and geography and as such is exposed to
a wide range of execution risks; and

there Is a risk of multiple-month delay to completion of the HVdc transmission line
contract as a result of a number of delivery challenges that have been experienced to

} Does not Include the Emera Marltime Link scope
2 At the time of the September 2015 Forecast, Nalcor communicated that First Power in 2017 was not achievable
3 As at the 31 Pecember reporting period compared to the September 2015 Forecast
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date and the risks associated with the remaining scope, where full mitigation may not
be possible.

1.4 Nalcor Energy Ltd (“Nalcor™) has identified and documented contract risks including those
above. However, the potential impacts of these risks on cost and schedule are not adequately
reflected in the September 2015 Forecast. Nalcor is currently undertaking a risk assessment
to evaluate the impacts of all Project risks, including the abov. be preparing a

i Lﬂ{' revised forecast by the end of ‘March 2016, subject to th@ commercial
W discussions with a major,contractor.
1.5 We have the following observations relevant to the conciusion in 1.3 above:

risks deflned by Nalcor as strategic and outside of the controllable scope of the Project
team are not allowed for in the financial forecast A

the potential cost and schedule impacts of all Indivldual risks are recorded in the
Project's risk register but are not systernatlcally reﬂected in the overall reported
forecasts for cost and schedule; and

some anticipated material cost variances have only been reflected in the forecast cost
when they are contractually committed.

1.6 From the above conclusion and observations, EY recommends that:

the Project should revise its plariplh_g and fo@césting processes to explicitly include the
Q regular reporting of a fully risk-adjusted final forecast of cost and schedule;

Mo the Project contingency should make appropriate allowances for all risks, including
s strategic, at a confidence level reflectinq stakeholders' required cost certainty. EY would
recommend that consideration be given to use of a conservative PBO confidence level for
setting Project contingency, based on a thorqygﬁ___Qggnb_taﬂve Risk Assessment;

2 _
N ] ¢ 9\» the sufficiency of the Project contingency should be reviewed quarterly to assess
J) whether it appropriately covers all risks, taking account of the effectiveness of mitigation
plans and the likelihood of risks erystallizing; and

a}’ there should be separation of the Project contingency into an amount to be managed by
the Project team and an amount to be managed at a higher level of governance.

1.7 nthe course of conducting the Review, EY has observed that governance and reporting
arrangements to date have not been effective in giving stakeholder confidence on forecast
Project cost and schedule. In EY’s opinion, there is a need to strengthen Project governance
and reporting to provide more effective oversight and constructive challenge to Project
performance and execution, key decisions and forecasting.
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1.8 From these further observations, EY recommends that:

Project governance andindependent oversight should be re-evaluated by Government

and strengthened at ﬂg Project, nen
Project reporting shpuld be enhénced to support senior. management focus on key risks

alcor Board and Government levels; and
and issues, to communicat moré clgarly how key risks are reflected In the forecast and
to enable more effective Government oversight.

EY will work with Government tq fully develop options in relation to the design and
implementation of all the above tecommendations.
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2 Introduction

2.1 The Project is a multi-billion dollar program involving design, procurement, manufacture and
construction over a period of more than five years, across multiple continents and with
construction across multiple remote sites in Newfoundland and Labrador. There are three
main sub-projects:

Labrador Transmission Assets: includes a 315-kV HVac transmission interconnection
from Muskrat Falls to Churchill Falls and HVac switchyards;

Labrador Island Transmission Link: includes a £350-kV HVdc transmission connection
from Muskrat Falls to Soldlers Pond (over 1,050 km of transmission line), HVac to Hvdc
converter stations, shore electrodes, and 30 km of 350-kV HVdc cable crossing at the
Strait of Belle Isle; and .

Muskrat Falls Generation Facility: includes 4 x 206-MW (totalling B824-MW)
turbine/generators, dams/spillways, river diverslon, North Spur stabilization, reservolir,
access road and buildings.

2.2 The Project is being dellvered through multiple separate contracts. Nalcor performs its role
through an Integrated project team of approximately 400 people. SNC Lavalin was originally
engaged as the Engineering, Procurement & Construction Management ("EPCM *)
contractor. From November 2013, Nalcor moved to an integrated management madel
utitizing Nalcor staff, SNC Lavalin resources and other third-party consultants.
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2.3 The Project deploys proven technoiogy, but the delivery is of a significant scale and subject
to challenging terrain and weather conditions. For example, the HVdc transmission line,
whilst using standard technology, Is one of the longest such constructions in North America,
with a route that includes hundreds of kilometres of remote terrain with no existing access
and will be exposed to extreme weather conditions during construction and operation.

2.4 More than 50% of work on the Project has now been completed, and just over 40% of the
construction work has been finished. The Project has been through two major cost
reforecasting processes since sanction, shown in the chart below.

Project budget evolution

8,500 -
7653

g 6,500 -

[~}

S 5,500 -

i
4,500

3,500 -

Project Sanctlon DG3 Project Reforecast 2 Project Reforecast 2
(Aug 2012) AFE1(Jun 2014  AFE2(Sept 2015)

2.5 The main drivers rgpérted by Nalcor for these cost movements were:
market condlt.lonrg'"agd market pressures;
reliability lmproveﬁients and design enhancements; and
contractor performancé ‘and project management execution.

2.6 The key target milestone dates in the September 2015 Forecast have not changed since the
Project was sanctioned. However, Nalcor also stated as part of the September 2015
reforecast that the target dates related to the Muskrat Falls Power Generation facility will not
be met and are under review.
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Objective and scope

The objective of the Review, as described in the Statement of Work dated 14 January 2016,
is to assess the reasonableness of the Muskrat Falls Project's cost and schedule forecast, and
to identify opportunities to address any material/critical risks.

At the start of the Review, Nalcor informed EY that it was engaged in commercial discussions
with the MFG clvil works contractor and that EY would not recelve forecast information
related to this contract during January 2016.

During the Review, Nalcor advised EY that the commercial discussicns in relation to the MFG
civil works contract would not be completed within the time frame of the Review and that
Nalcor would be engaging in ORA and re-baselining activities subsequent to the completion of
those discussions.

As a result, this interim report will assess the reasqnableness of the Project's most recent

approved cost and schedule forecast - namely the Séi:_tagnber 2015 Forecast shown below:

Total forecast cost, Inaluding |

cnntlngencv i - o e k| P _J‘HGS_G!_J . LA
R stajggpla poﬁéﬁ:transfel: | 501"
'.Lahradortn Nev}foundjaﬁ'ﬂ S B L - Nuvemtjer_2917

e ——
-Flgsgt-ppwgrgfrom{rglugyr_a_téﬁgl!s 4| xDecember 2017,

It Is acknowledged that many key risks and issues of the September 2015 Forecast have
already been identified and documented by Nalcar. In response to these risks and issues,
Nalcor expects to complete thelr reforecasting process for the Project by the end of March
2016, subject to the conclusion of commercial discussions with a major contractor. This
interim report gives Nalcor the opportunity to reflect EY's conclusions and recommendations
in their upcoming forecast process.

EY will assess the reasonableness of Nalcor's reforecast cost and schedule once it is
completed and will update this report accordingly, drawing on the work already completed in
preparing this interim report.
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Approach

The Review has been based on data and information provided by Nalcor, EY has not sought
to independently verify this data. EY has had access to the Nalcor team; we have not had
direct access to contractors. Primary sources of data have been:

Nalcor and contractor monthly reports;

management presentations and follow-up discussions;
meeting with the Independent Engineer;

specific data requests; and

interviews with members of the Nalcor project team,

Due to the scale of the Project and the timeline and scope of. thls review, EY has focused on
areas likely to be materijal to the overall cost and schedule of the Project. We have selected
10 major contracts based an the following crite[la_

total monetary value;

spend to complete;

potential to impact other contracts; and
potential to impact critical path.

For each of these contracts, cost and schedule risk has first been considered at the individual
contract level. Individual contract risks may be partially or whelly mitigated at the Project
level through cost or schedule contingency. EY has assessed whether the contract risks are
appropriately reflected in the contract, project schedule and final forecast.
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5 Material cost and Schedule Risks

Context for risk assessment

5.1 Large projects such as the Muskrat Falls Project involve diverse and complex risks, which
change through the phases of design, procurement and construction. Part of the role of the
Nalcor project team Is to identify, evaluate and, where possible, mitigate risks.

5.2 Nalcor invested heavily in upfront design and engineering to proactively manage risk in the
early phases of the Project. This approach has delivered benefit, as the degree of engineering
change observed through the Project to date has been low.

5.3 The scale, complexity and time frame of the remain]ng !'{'rojgct scope mean that significant
risk still exists, Nalcor has processes in place to identify, evaluate and mitigate project risks.

Risks to cost and schedule
5.4 The Review has highlighted risks in each of the fullowlng areas that are relevant to the
reasonableness of the September 2015 Forecast:
MFG clvil works contract;
HVdc transmission line contract;
HVdc converter stations contract; and
contingency level.
These are explained in more detail below.

MFG civil works contract

5.5 The MFG civil works contract is the highest value contract. This contract involves
construction of a number of areas: Intake and Powerhouse, Spifiway and Transition Dams,
The deliverables on this contract are required to allow progress on other contracts, e.g.
installation and commissioning of the turbines and generators, Installation of spillway and
intake gates and the balance of plant contract,
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5.6 Contractor performance has been poor from the start of the contract, and volume of
concrete placed Is behind plan in all areas, most notably in the powerhouse and powerhouse
intake areas. There have been a number of contributory factors identified by Nalcor,
including but not limited to:

slower than required contractor’s mobiiization and ramp up;
inadequate planning and establishment of required infrastructure;
lower than pianned concrete placement rates;

number of contractor’s project manager. replacements and contractor’s project
management personnel changes;

quality of contractor’s management resources;
overall contractor performance, management and supervision; and

a key feature of the contractor’s execution plan was the contractor’s Integrated Cover
System (ICS), designed to enable winter working on the powerhouse. The ICS was not
successfully delivered, which significantly impacted the ability to place concrete during
the winter months. The ICS has now been removed.

5.7 Concrete placement rates improved signlﬁqa_ntly_ai‘tb[-pl 2015, In part due to intensive
contractor performance management by Nalcor. Progress on this contract is significantly
behind the original contract schedule.

5.8 The contract structure was designed to realize possible savings in construction labour 50

productivity and also to protect Nalcor from any labour cost overruns that might be
"’\1? experienced by the contractor. It was intended that this would be achieved by including in the
contract a maximum value for labour that Nalcor would have to pay.to the contractor.
\\;’ However, the payment mechanism is based on person-hours expended rather than m? of

concrete poured. This mechanism did not capture the potential for poor.contract

‘1’" management of labour and the consequent decoupling of labour pald for from work

¥ completed (measured by m? of concrete poured). As at December 2015, the proportion of
# X contract value paid to the contractor is significantly greater than the proportion of the
¥k concrete that has been placed.

/
\R‘ / " 5.9 The impact of these issues to both cost and schedule has not been reflected in the September
2015 Forecast, pending the outcome of ongoing discussions between Nalcor and the
contractor.

5.10 The work to be performed uncer this contract is on the Project’s critical path, so the known
schedule delay will directly impact overall Project milestones. This delay will also have a
knock-on impact to Nalcor's Project costs and to costs of other Impacted contracts. The scale
of this aggregate cost impact is In excess of the Project contingency level.
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HVdc transmission line contract

5.11 The HVdc transmission line contract is the second largest contract by value and involves the
construction of a 1,050 km HVdc transmission line from Muskrat Falls to Soldiers Pond near
St. John's. This route crosses remote and challenging terrain, for example the Long Range
Mountains. The same contractor is also nearing completion on the construction of the HVac
transmission line connecting Muskrat Falls to Churchill Falls under a separate contract.

5.12 In the first nine months of the 32-month contraet duration, actual progress has been only
50% of plan.

5.13 Recent contractor performance is improved, and potential mitigation for some of the
schedule risk may be available by mobilizing additional skiiled crews from the successful
execution of the HVac contract. The physical distribution of the work also means that it is
possible, at the contractor's own cost, to work on muitiple work fronts to improve progress.
The contractor Is incentivized through the contract to minimize delay.

5.14 However, risks exist to future schedule performance, iﬁt:!udlng continued poor performance
from the contractor, weather conditions and areas requiring a higher proportion of more
complex faundation instaltations.

5.15 Performance to date and the ongoing ri;ks'des_érlbedabove create potential for a multiple
month delay to the contract schedule. This potential delay could be greater than the time
contingency included in Nalcor’s Project schedule and so presents a risk to overall Project
milestones.

HVdc convertor stations contract

5.16 The HVdc convertors are situated at either end of the HVdc line and convert the AC current
used in the existing distribution grid to the DC current used to transport power from Muskrat
Falls to Soldiers Pond and back again to AC current. Nalcor and the contractor are currently
forecasting defays to the mechanical completion of the convertor stations, with the Muskrat
Falls delay being approximately two months, Mitigation plans are being implemented to
maintain the forecast and recover this delay; however, the contractor would be required to
more than double their rate of progress to date to maintaln the forecast schedule.

5.17 Nalcor expects improved progress and the contractor is Incentivized through the contract to
minimize delay. Nevertheless, based on past performance and the proposed work forecast
for this contract, there is a risk of additional schedule delay, which would directly impact the
Project milestones for the power transfer from Labrador to Newfoundland.
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Contingency

5.18 The amount of the contingency remaining at 31 December 2015 was $173m, which
represented 4.7% of the cost to complete, or 2.3% of total cost.

5,19 This contingency amount must cover any cost increases resulting from budget overruns or
schedule delays. The extent of Project completion and the complexity of the remaining
Project scope are relevant to the calculation of the appropriate level of contingency the
Project should hold.

5.20 The Project is more than 50% complete overall, with just over 40% of construction now
completed. Design and engineering is almost complete and procurement Is over 90%
complete,

5.21 Nevertheless, the scale, complexity and time frame of tha remaInlng execution mean that
there Is potential for significant risk. This is ilustrated by the’ scope of wark to be completed
on major contracts, as shown in the chart below*:

Selected major contracts
Physlcal progress as at 31 December 2015

Hvac Transmission Line |/ O LN TR TR i :23

Turblnes and Generators | B - 2 = =

HVdc Transmissionline - Labrador | P PP, L ¥ )

North Spur Stabllisation | 3 . e

Switchyard Substations | —Im ,

Spitiway & Powerhouse Hydro-Mechanical ] 5 AT : |

MFG civil works contract |7 TS e

Synchronaus condensors ] L A - o

Convertor stations | = ¥ omhs

HVdc Transmission line - Island fi=w . — e o 5 Sty |

Narth and South Dams |7 =

0% 10% 20% 30% 40% S50% 60% 70% BO% 50% 100%
Physically Complete = Forecast Percent Remaining to Complete

5.22 Commissioning and integration activities have not yet started. These are a frequent source of
risk in major power projects. However, planning for these activities is underway.

4 Hvdc transmission fine contract has been separated Inte two scopes for the purposes of the chart
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5.23 Nalcor has identified and documented risks associated with all remaining scope, including
commisstoning and integration and there is apportunity to mitigate some of these risks. In
addition, the contract structures in place provide some protection for cost and schedule risk.

5.24 Nevertheless, EY has concluded that the current contingency level is low based on the
remaining scope of work to complete and the degree of execution risk. Nalcor is currently
undertaking a QRA that should be used to inform the amount of contingency required.

Page 12
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Muskrat Falls Pro;ect

Review of project cost, schedule and associated risks

6 Other observations

Planning for strategic risks

6.1 The Project defines risks to be either tactical or strategic ~ the latter are those considered by
Nalcor to be outside of the controllable scope of the Project team. A quantitative assessment
of strategic risks was made at the time of the sanction process, but no explicit allowance was
made in the form of a quantified reserve in the sanction budget.

6.2 The contingency in the September 2015 Forecast was only deemed to include the tactical
risks, and there s no quantified reserve held elsewhere to allow for the strategic risks.

6.3 The following risks are classified by Nalcor as strategic:

Schedule risks - relating to bad weather, tothe volume of work required to deliver the
powerhouse, (particularly given the challenqinq performance assumptions for
powerhouse concrete) and schedule challenges for certam sections of the transmission
line; \

Performance risks - the risks of not belng able to achieve the performance rates and
productivity assumed In the schedule estimate and the challenges associated with being
able to attract the quality of experienced front-nne supervision required to manage
performance; and

Skilled labour risks - risks of budgeted labour rates being exceeded.

6.4 The crystallization of risks classified as strategic was the main driver for the cost increases
sean to date on the Project. Risks that would be classified as strategic are expected to
continue to impact the remaining scope of the Project.

Inclusion of risk quantification In the forecast

6.5 Nalcor estimates the potential cost and schedule impact of individual risks and records them
in the Project risk register. The Project team develops and monitors risk mitigation plans,

6.6 Nalcor reqularly evaluates potential cost and schedule impacts of these risks but does not
develop an aggregate position, compare it to contingency levels or integrate it Into the
Project forecast to provide a risk-adjusted forecast.

6.7 Nalcor also seeks to identify and manage specific material cost variances, but some potential
variances are only reflected In the forecast when they are contractually committed or near to
certain.

Page 13
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Falls Project

Review of project cost, schedule and associated risks

Project Governance and Reporting

6.8 In the course of conducting the Review, EY has observed that governance and reporting
arrangements to date have not been effective in giving stakeholder confidence on forecast
Project cost and schedule. In EY's opinion, there is a need to strengthen Project governance
and reporting to provide more effective oversight and constructive challenge to Project
performance and execution, key decisions and forecasting.
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Muskrat Projec
Review of project cost, schedule and associated risks

7 Recommendations

7.1 The recommendations arising from the Review are as follows:

the Project should revise its planning and forecasting processes to explicitly include the
regular reporting of a fully risk-adjusted finai forecast of cost and schedule:

the Project contingency should make appropriate allowances for all risks (inciuding
strategic). EY would recommend that consideration be given to use of a conservative
P8O confidence level for setting Project contingency, based on a thorough Quantitative
Risk Assessment;

the sufficlency of the Project contingency should be reviewed quarterly to assess
whether it appropriately covers all risks, taking ad’c@uﬁt of the effectiveness of
mitigation plans and the likelihood of risks crystallizing;

there should be separation of the Project confinq:gn_;y into'an amount to be managed by
the Project team and an amount to be managed at & higher level of governance;

Project governance and independent oversight should be re-evaluated by Government
and strengthened at the Project, Nalcor Bogird and Government Jevels; and

Project reporting should be enhanced to SUpqu't senfor management focus on key risks
and issues, to communicate mare clearly how key risks are reflected in the forecast and
to enable more effective vaernméht oversight.

EY will work with Government to fully develop options in relation to the design and
implementation of the above recommendations.

Page 15
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EY | Assurance | Tax | Transactlons | Advisory

About EY

EY Is a global leader In assurance, taz, transaction and atvisory services,
The insights and quality services we deliver help bulld tnust and confidence
In the capital markets and In econoemies tha world over. We develop
outstandlng leaders who team to dellver on our promises to 31l of our
stakeholders. In so doing, we play a critical role In bullding a better working
warld for vur people, for our clients and for our commmniiles.

EY relers ta the global organlzation and may refer o one or more of the
member firms of Ernst & Young Global Limited, each of whichis a separate
legal entlty. Ernst & Young Global Limited, a UK company limited by

quarantee, does not provide services 1o cllents. For more information
about our organtzation, please visit ey.com.

For more Information, please visit ey.com/ca.
ey.com/ca

© 2016 Emst & Young LLP. AN rights reserved,
A member firm of Emst & Young Global Limited.

A mesrons b ol Emst & Younp Gloha) Limted
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APPENDIX — Construction Order Backlog
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Minister, Natural Resources

Memo

To: Premier

From: [Your Name}

cc:

Date: March 7, 2016

Re: Muskrat Falls Options
Pramier -

| believe there are two good options available to us on Muskrat Falls:

1. Based on preliminary report by EY ~
a. Draw a line on cost and schedule slippage
b. Appoint new interim Board of Direclors{attached)
c. Remove current leadership and replace with a project manager
d. Expand oversight adding independence and expertise (attached)

Pros: decisive, differentiates from former government, continuance
Cons: political cost, project cost, further slippage, will not satisfy critics

2. Based on preliminary report by EY -
a. Appoint independent Task Force comprised of community leaders and experts (attached)

supporied by EY to provide, within 30 days, a summary of all options and
racommendations on how best {o proceed.

b. The mandate will include recommendations on govemance, management and oversight.
Pros: independence, political cover, all options explored to satisfy critics, timely

Cons: no decision for 30 = 45 days, strains decision making authority

Both options allows for work to continue this spring.
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{ recommend option 2 as it gives a fulsome, independent review of all options. This may be problematic if
the conclusions of the Task Force are different then what we believe to be the right thing to do.

| would like to discuss further at your convenience.

Thank you

Siobhan
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Paotential Board of Directors:
John Baker

William Boyd

Rick Daw

Kevin King

Zita Cobb

Pelter Woodward

Frank Davis

Bob Noseworthy (fmr Chair PUB)
David Mercer (fmr CEO Hydro)
Peggy Bartlett

Rex Gibbons

8rian Bietz (fmr Chair Alberta PLIB)
Luke O'Brien

Stan Marshall

Bill Wells (fmr Chalr PUB)

Paul Dicks

Norm Whelan

Stephen Bruneau

Jim Burton

Glen Barnes

Brad Wicks

Rob Croshle
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Polential Task Force Mambers and/or expanded oversight

Linda Inkpen Paul Antie
Stan Marshall Paul Mills
Vic Young Eari Ludiow
Gary Follett Davis Vardy
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FY 2015 — Economic Performance

= EFFORT ON BUSINESS CONSOLIDATION

« Canada - 2015 profitability mainly affected by the

Main items (EUR / million) FY15 FY 14 % Change sterilization of the margins from Canada — Muskrat Falls
hydroelectric project where execution problems in start-up
also due to severe weather conditions had delayed the
progress of the works. Today the production reached
remarkable levels. Negotiations are ongoing with the client

EBITDA 356.4 341.3 e to redefine the schedule and the conditions of the project.
+4,
BITDA Margin 12.5% 12.9% « Venezuela — Additional charge of EUR 16 million (EUR 36
BIT 277.4 269.6 million in 2014) to complete the currency risk caverage on
BIT Margin e g +2.9% overdue receivables in local currency. As of December 2015,
receivables from Venezuela amount to EUR 267 miilion.
Financial charges (164.8) (138.9) +18.6%
Net incoma 80.9 81.6 -0.8%

1( »  Pre reclassification of Income from JVs/SPVs
«  FY 2015 EBITDA maorgin = 11% [11.6% in FY 2014)

{ « FY 2015 EBIT margin -8% {8.9% in FY 2014)

\

£ ASTALDI FY 2015 Results Presentation » March 8 2018
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Murphy, Tim
=== ey E=——
From: Coady, Siobhan
Sent: Friday, March 11, 2016 8:35 AM
To: Murphy, Tim
Subject: Memo
Attachments: Muskrat.doox
Hi Tim -

Here iIs what | sent to the Premier. | think we need to at the very least appoint the Chair and expand the Oversight
Committes on Tuesday.

Thanks

Siobhan
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