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NL Electricity System 

• Four distinct electricity systems 

o Island Interconnected System (115) 

o L'Anse Au Loup System 

o Labrador Interconnected System (LIS) 

o Isolated Rural Diesel systems on Island and in 
Labrador 

• Three primary customer rate classes 

o Domestic (residential) 

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

O Industrial (NARL, Kruger, Vale) 

N"ew{Qf dtand 
Labrador 
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Electricity Rates 

• 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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General Rate Application 
N"ew{9fcn.anc1 

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 IIS and L'Anse 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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General Rate Application 
• 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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Current and Proposed Electricity Rates 
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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 l!Anse au Loup and 6 
Labrador Isolated Diesel Systems. 
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Muskrat Falls Project (MFP) 
tfew{9.fnand 

Labrador 

• 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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Present Domestic Rate Projections 
New~fdland 

Labrador 
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.. 

Effect on Monthly Bills (Average 
Island Customer) 

Newf9~ and 
Labrador 
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• Based on 1,517 kWh average monthly consumption 
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Potential Rate Easing Alternatives N"ew{9fc.tand 
Labrador 

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. 
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• ~~~00 Alternative 1 Ratepayer Debt Deferral Labrador 

• 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. 
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. . 

Alternative 2- Defer to PUB N"ew'f9fdland 
Labrador 

• 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 

CIMFP Exhibit P-04351 Page 12



Alternative 3 - Rate Subsidy 
New{9f dl.and 

Labrador 

• 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. 
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Alternative 3 - Rate Subsidy 
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Implementation of a Rate Subsidy N"eL!i!-:nd 

• Potential sources of funding include: 

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

o Muskrat Falls export sales. 

o Upper Churchill recall export sales. 

o Muskrat Falls water power rental fees. 

o NL Hydro regulated dividends. 

o Upper Churchill water power rental royalty. 

o 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 
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N"ew o · .. · dland 
Labrador 

Muskrat Fall;s 

Overview and Status Update 

Fall 2015 
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' . 

Muskrat Falls Project 
N"ewf<,:fcn.and 

Labrador 
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Labrador 
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Project Benefits 

• 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 

N"ew{9f dland 
Labrador 

• Federal loan guarantee benefit to province of nJ $1 billion 

• GHG reduction 
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Summary of Muskrat Falls Project 
N"ew{9~ and 

Labrador 

• 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% 

• 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 $7.658 (increase from $6.99B estimate 
in June 2014 and $6.28 at DG3). 

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

• Project expenditures through September 2015 totaled $3.4568.: --
0 MF Generating Facility ($1.8138), LTA ($0.504B) and LIL ($1.1388) 
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MF Cost Summary 
Muskrat Falls Project: 

I 

- Sub Project DG3 June 2014 September 2015 

i . r 

$3.685B 

$2.786B $3.0898 

$.0.817.B 

$6.208 $6.99B $7.658 

• Cost Drivers 

o Competitive market factors 

o Design changes during construction 

o Contractor performance and additional project management 

N"ewf mf.tand 
Labrador 
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Summary - Project Schedule 
August 2015 Oversight Committee Report 

Variance 

48.8% 34.8% -14.0% -14.3% 

33.4"· 

57.1% 51.8% -5.3% -2.1% 

N"ewf9.f dl.and 
Labrador 

-11.7% 

1.0% 
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N"ewR,f dland 
Muskrat Falls Project (MFP) Components Labrador 

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 
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Muskrat Falls Generating Facility 
N"ewf9.fcu.anct 

Labrador 

• 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 Generating Facility 

l~/~ouse iTra~1Dam Splllw~ North Dam 

N"ewf9f dland 
Labrador 
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Muskrat Falls Generating Facility -
Current Status 

N"ewf~and 
Labrador 

• 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 Intake --- ----
Critical Path River · · n in 2016 remains on track, however, risk of delays are 
~ ue to powerhouse concrete p acement rates 

Focus now on installing Spillway Gates in preparation for River Division in 2016 which is 
on the Critical Path 
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• I 

North Spur, Powerhouse and Spillway 
N'ewf~nf dland 

Labrador 
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Labrador Tra·nsmission Assets 
lifew'l9f c11.and 

Labrador 

• Two 315kV HVac transmission lines from Muskrat 
Falls to Churchill Falls, rv 250km each 

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

• New switchyard at Muskrat Falls 
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Labrador Transmission Assets -
Current Status 

tkw{9f dland 
Labrador 

• 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 
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AC Transmission Line from 
Muskrat Falls to Churchill Falls 

Newf(>.f dland 
Labrador 
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1 . 

Labrador-Island Transmission Link 
N"ew{9f dtand 

Labrador 

• 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 L'Anse au Diable and Dowden's Point 

o Approximately 4,500 towers, 460,000 insulators and 

6,000,000 meters of conductor 
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Labrador-Island Transmission Link -
Current Status 

N"ew{9f d~nd 
Labrador 

• As of 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 
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Labrador-Island Transmission Link -
Strait of Belle Isle Crossing (S081) 

New{~nf dland 
Labrador 

• 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 
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S081 Marine Cable and LIL 
liew{9jdland 

Labrador 

19 

CIMFP Exhibit P-04351 Page 34



Employment and Industrial Benefits 
t.:rewf9.fn.and 

Labrador 

• In September 2015: 

o 5,383 people were working on all Project components 

o 84% of the total persons employed were from NL 

o 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 

o 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 $9M per week returned to provincial economy 
through local business, employment and wages 
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. . 

Muskrat Falls Project Oversight 
N"ew{9~and 

Labrador 

• 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 
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Mewfmfdland 
Labrador Maritime Link (ML) 

• 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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I @Kiewit 

The Power of 
Teamwork 
Working Together to Deliver the 
Lower Churchill Project. 
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Kiewit provkles the project monogement, 
resources ond eqtipment 1o complere 
quality WOik on-time ond within bu&Jet. 
We will partner with you ID deliver a 
project that meets your goals. 

Construction driven. 
Outcome certain. 

About r.wtt 
Wilh more lhan l 30 yean of conslrudion expalien<e, 
Kitwit has daw,ei&d some of H011h Amerko's bigesl 
and most compl!x proiecfs. Our corporolion brings o 
wonf «ce d 30,000 coaslluclion sltiff, end 011t of the 
brgast and most modem plPIIII&~ equipmenl 
fleets in NOllh Mieli:o. In 2014, we hm on annool 
raviaw of m019 than S 10 bji011. 

ful P!Oject Deivery 
We 018 compafitm as o loml conlmdor, sel1'nven 111d 

uiiquely posifioned '°' mve. complu prqeds in the 
umlnlction ildustry. We rooked Mth il EllginatrilQ 
tlews-hconl's (EtlR's) bl of Top 400 (onlnxlo!s fa 
2015. Regoolless of Iha complexi~f or cbile~, oor 
ntl'M of oocenlmued olfites, hacked by O muht 
billiin dolor O!ganizotion, nflows 115 to mule projects 
of 1111V size, in any mmht 111d any p;oje(I deii-eiy 
method. 

Me,. P«ljad Experience 
Kiewit has conslnKted numerous oil ~ om diemKal 
focHilies such as lhe $2.5 bililn Hebron GltM!y Base 
Slnlclura in St. John's, Newfcun«bd. Regmlen of 
o proje<rs scope, K"tawit WDIU ID meet out dienls' 
needs in tlit ~me!est 111d most cos111ffident way, while 
ramailmg foc!Md on ~ity ond safely. K"tawit brings 
the resowces ord expertise naei!N lo meet the U11ijue 
coolenges of mega projeds. 

Shoogleadmlvp 
Success os a no!iooal conlnlth>r is olfllluted lo a 
deaintralized mant1Q8ment sty!&. Dishitl offices 
operotio~ in o local maibt, und&r cfncli>n of a asslrict 
l!HlnlJOir. Decisions rest in Iha hmds of the people 
dosast nth& IWrl:; people 'Mth exlensNe k110'Medge 
about the local bbour forte, mataml suppm, md 
subronl!lldots; people who 018 resi:lents d tie area in 
which they d. 

(onsllucfun Mo~gemeat 
We hovt devebped o 18jlu1lltion fat estuhEhilg 
positive WOIUlg relaooruhips with ownetS and p~ecl 
slllbholders. Wt adlieYe s1Kcess lrf pmlnering with our 
cients ID focus en criticul eMf oppol1unilies lo optimize 
desigl\ conshudion and prociaemenl a:!Mlies. We uie 
esloblished tools and protess ID pion md fflDIIOfJ DUI 

projam. 
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EXPERIENCE & CAPABILITY 
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MEGA Project Management 

Hehron Gravity Base SrrUtture I S2.5+ hillian 
BuUnn,Nl 

The HeblOII Field uses a stunddone, conaele piiy-bosed 
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offsoo11 HebroA Projed Si!a. 
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lohour ,Vnmenls/lronhoors/SIOffing 
Kiewitcooenlly (December 2015) has 1,915 unit 
pMOM&I 111d 265 sl!llf personnel on boad 101 Iha 
pro;,ct. A Projed lobour ~1eement gc,,,ems lbe labour 
monogemant oclions. Under the Resource Development 
Trodes Cm of Newfooncml, them 011 16 bole 
urions and Kiewit has o Memorandum of Underslonding 
(MOO) with fw The MOUs o~rass speciilly needs 
intWing crealilA ol two romposile news that olbw 
111100 pe!SOnnel lo wort as a colbbomtive 11am. 

AT~HEBRON 

Lang Harbour Hidctl Processing Plant I Sl.6+ m!rion 
lDng Harbour, NI. 

Vole's long !labour Processing Plant is one of Iha 
k!rgest in tlie wurld Ill use a new ~ometolurgi<ol 
process that wit 19fine 50,000 klanes per yam of 
ni<kel on, in o 111G1e economi<OI 011d envionmenfllly 
Frieoo~ manner. KBAC Conslnldols, o p01tnerwp 
balwffa Pahlr Kiawil lnhastrucMa Co, &mot?<, BMA 
ConslnKIDrs ond GI CohiH, is instolinlJ med1inkol, 
~~n11, HVAC, elechirol ond ilstrumenh!lion systems 
in lhe pklat The pmie(t iacludes ilslolo!ion of 7,600 
pieces of equipment, 8,600 ilslrumenls, 91,000 
maim of cob~, 6,700 tonnes of steel and 98,000 
mah!!s cl eleclrirol cable ooCAS nine blildilos on lhe 
pl1111t sill. 

The lllvm of Long Hmbour and surrounding commmities 
wit b&neht from seveml ilfnMuc!llt UP!J11des 01 well 
as oppraximola~ 3,000 pwn ','ears of employment 
from collSIIU<:fun ond 475 permanent positions. 

l.oboul Aoraemenls/ManroursjS!tJffing 
Kiewit OJnenlty (December 2015) h~ 279 emit 
parsornel and 79 sldf pmonael on Inn! fot tbe l.oog 
Hmbour projltct. Ke,r,it hos provided 6,000,000 ouft 
man-hDU!S ond maa tmn 500 sluff for Iha project. 

KBAC (onshudois Vwil empby D IIIOSttf bcm wolkfo1te 
esijmotad ID ptli ot 3,200 cdt W01Urs woriing 
under 161.abour Agreements. 

lnlr Mllllagami River Proje(1 I S2.S Lillian 
Kapuuosing, OIi 

Tha lower Moltrqlmi Rwer Proie<t is !he lmvest 
hydroeledii< p(7,!tef generation iniliotwe la neoift 40 
years in llcrthem OnlUrio. The ~t pra.ides on 
opportunity for emplafment and spe<dczed troililg to 
fmtHaoons. 

Ontario Power wnerolian (OPG) selected ftewil-Nmie, 
o ra11nership (W) ID mUJisler Ifie design-bvid 
pn>~ct. Th~ projMI indtdts constroclioo of o rsw 
271-MW slllHon immedi:Jte~ a~11ent to Iha uislilg 
plant and o new oeneroliag unit wi! be ooded to thraa 
other powe, gene111ting s!Dfuns along Ifie ti'altol1)mi 
River. liltle long, Kipung and Hannon. The proje<t 
required the excava!ion cl 650,000 m1 of ove1bu«len 
ond DYet 700,000 m, of mck, os well as th& pbcamMt 
of over 190,000 n,l of concrala over five \'l!lllS· 

!Jioour Aoreements/Manhours/S~ng 
Kiewit peaked ot 1,600 emir persomel and 350 .lluff 
pellOllnal at l.owu Mal!Dgami RNtr pruj!ct. This is o 
mnoll pioject, with ol parsmnel shrfing In o comp 
monoged by KAP. 

The comp is managed to provils a good rest 
environment ID all croft and staff in onler lo moinh!in 
a heohhy war1/lfa balance. At peak, thf!II was 
opprmmolmy 800 aoh oo site and IMng ii Iha camp 

Constr~ction of the 53Q s/ipform required romp-up of more than 2,000 workers, 
24/7 construction, and 4 shifts with 1,400 people/shift. The team negotiated with 
labour unions to aeate a 6/1 schedule that accommodated demand for trade workers. 
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Local Benefits & Labour Strategy 
Kiewit has worked in oil provinces and lenilories 
in Canodo, using lo<ol cruft labour and forelllOA 
supe,visory stlif. Wa bring o focused ~proach lo 
~ionol and local hiring and p11>curement whkh 
transkilas into regional beulilI. 

Wdb over 20 yeon of construction experie11ce 
in tlewfoundland and lmdor, we hM shono 
reloHonshi~ with the provincial !rode unions to 
reloin locol lobour. We acliielr mlllll!Q& these 
IIHl~onships through eart{ engogemant of the unions, 
a dear unclemuniing of Iha overolt proj&a gools 
and objectives, and o fromewo~ that promol&s 
hansporency ond occounlability. 

Exooiplas of our previous refavonl exp!rien<e working 
on proj«ts with local bena,ts slrol8Qies/ogreements, 
s1Kh as lfre (1J10~ewfoundlond ond lllbrodor 
Albntic Accord lmplementotion Aus ore described 
below. 

Whit& Raw Topsides Project 
The White Rose Topsides Project conlmcl incorporated, 
challenging Regional Benefits requirements. AMKC a 
partnership b&tiletn Kiewit and Aker Mnnfime (now 
Aker Solutions), exceeded 1M benefits commihnent 
lhrough: 

D Delivery of later pomon of FEED (Front End 
Engineering Design) mm SI. John's, Newfoundlarnt 

& lmirodor (this required opproximotaly 50 s~io!ist 
engileers irKludiiQ support stuff for 9 monllls). 

• Execution of Detailed Design in St. John's 
(approximolely 200 design enginae,s p~ support 
stoff forlB monlhs). 

• 6enamlid oil plU(u11men1 activities hom St. John's 
and Moryslllwn for the full conhoct period. 

• Camplelad lopside lubrication, testing ond 
commissionino in Ntwfoundlond & IJ!brooor resulti1111 
in on over 85% enculion role in the provin<e. 

, Developed a unque web sita designed tu iniliota an 
early heals11p for upc0mR1g Jl!UCU111ment po<knves, 
allowing web vendor 1e9istmlion, bting prequalified 
bi&!ers and lismo Sl!ctmful bi&lers. This ftdituted 
small vendors not on~ lo seek partners ~ requ~ed 
ear~ in the proms, but also ID offer !heir servkes ID 
the SU<msful lorgei padoQt hilders. 

, Developed 01V1rsily inllkltms in portnellh-., wilh 
Husly Energy, directed at promoting under· 
represenl&d groups in Iha oa and gas indushy. 
Worked in dose CD-ilpellllion with rho Wom&n 
in Skilled Trodes Committee, sponsoring the 
lechsplcrotioA plOQIDIII aimed at infomllng ~~ 
school gids of opportvnittes. Supportad Iha Wo11111n 
in Scien<! and Enginetring inilxllives lhroi,ghout the 
project wilh mentollhip opportunities 

Hibernia Project 
All wo~ 1eki1id lo our scope OIi iha Hibellio G&S 
conshuctton at Bull Arm, tlewfoundlond, was executed 
with local partnership peisonnel, with lhe excep~on of 
some ley management personnel. This work indided 
!he molllJllement of a 3,000 pe™1n worlforce with 
over 90" local hi11s. 

Voisey's Bay Nickel Mine 
Kiewit mcut&d o $250 M inhuslructum contro<t in 
lolm1dor. Due lo its location, the Aboriginol lndustriol 
Benefit Agreements and Adjocenq Rules, the projed 
wos one of the most complax lndl/Striol Re!otions 
Boord (IRB) driven projecll oodelfaken by Kiew~. 
Fist priorily for hiring and procurement wos r 01 

Iha lnnu and Inuit people (with o rmget ol 25% of 
lhe workl01ce), folbwed by the ~acenl peoples, 
including lhe Melis and lohradorians, folkiwed by 
tlewfoundlmd!rs 111d lheA other Conodims. There was 
a further delineation within Iha lnnu/lnuit agreements 
- IM hiring ratio !tad tu be one-thild lnnu II> t;110-

lhinls lnu~ and within lht Inuit, the more northem 
communities hod first prioritf. 

All hiring 111d procurement IRB requiftmanls were met 
in<luding th, 25% or workforce requirement for the 
lnnu/lmril ptOples- lhis was fatilltl!ad by spedot12ed 
job tnlining oll'Sita, as generolly Iha Abor,;iinols 
lacked !roiling and woik experien<e. Addilionol safety 
lraining led to zero 1&cormbles safety ilcidents for Iha 
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Kiewit has o bng and lkh history 
invoMng Aboriginal peoptes in 

lhe development of moior p1ojects 
throughout Canada. Our invof.re1119nt 

dotes bou to the ea,~ I 970s, when 
Kiewit employed (l&9 personnel for worl on 

rhe massive lo Granda Riv9r Hydro Electric projed 
at James Bay. This 111lationship continued with lhe 
award of Iha rood moinlanonce conlmcts lo Chisosibi 
(ons!JtKfion, a C1e&0wned company. Subsequen~y, 
in the Iola l 980s during Phase II conslnltmn of 
Jomes Bay, Kiewit sponsored o joint venture wilh 
Cree Conslfuclion to bid dyke work. This 111tllfionship 
ew~ed even furlher in the mid 1990s, when Kiewit 
fornMd o joint venlure leom with Cree Construction 
and lhe Misfmsini Cree lo bid on woik reloted lo Ifie 
Troilus liojlct fo1 lnmet Mi!ing. Since then, Kiewil 
has worled side by roe wilh Aboriginal paopla In Iha 
de\'l!lopment of Canada's most challenging minina, 
hydro and hunsporltilion proiects. 

On oll of our projects inwMng Aboriginal peoples, 
~iewil engogas the bond leademiip kl p1or.;ide them 
wilh on unde~tonding of the feasible subconhllcling, 
mollmt supp~ and employment opportuniHes that 
D18 O'lllilobla. 

With rasped ro em~oyment, Kiewit typicoRy hires on 
Aboriginal employment ond hllining coordinator from 
local communilies ro liaise with bond members The 
coonlinotOf also· 

• Assists in identifying job skiffs 111quired 

, Analyzes existing s~b and employment goals of 
Aborlginal ind'ividuals. 

, ldentaies gaps belWesn skills required and 
members' existing skills. 

• Provides assistunce with the so1J1<irig of Iha 
training programs horn third Jl(lrties. 

1 Monihns the haining progrom. 

Our approach to implement and monitor Aboriginal 
employment also indudfs: 

, Oete,mining employment oppommities for 
Aboriginal people across the employment 
spectrum, through the conslTuclion phase of Ifie 
proje(I and in Iha Q550Cialed busil~. 

> lntagmting Aboriginal prioritization illo the job 

requisition process. 

> Assisli™J in the msign and Implementation of o 
frocking system fo1 job placement for membars 
and for cradits lo the person 'f'l(lts target. 

• Monitaring employment levels. 

In oddioon to employment oppottunilies, Kiewit 
plDYides effective ori-lh~ob hllining. All employees 
ieceive 1egu!or trninilg in Sllfely, quo!ity, 
envionmen!UI comp~anca, produdion, pranning und 
leodership. 

Kiewit hos o proven tlU(k recosd of Aboriginal 
inclusi011, as demonstrated by Iha loyal following of 
Aboriginal workers who hove chosen to continue thei, 
cmter with Kiewit aftu their fol p1oject hos reached 
completion. 
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Nobody Gets Hurt. 
Safety is o core volue and o port of our culture. 
Kiewit is committed to the highest stondords of 
safety performance possible consistent wHh sound 
construction proctices. lhis commitment hos 
resulted in our company having one of the best 
safety records in the industry. 

Our Commitment to 

Safety Mlidpoting, Recognizil@ and Conllo!linv Safely Risks 
We be&eve that alt&nlion to deluil end plonninQ is uit.:ol 10 

!he success or oU aspe<ls of o projact- including solely. A sila 
spe<lic Daty plml is developed for oY of our pro~cls. This 
plan will form lhe basis of our safely elforfs Olld emphasins 
prooclive~ identifying and addressing safety risks. We 
occomplish ltlis by developing writta~ work plans'°' every 
opemtion, indudtng botb sel1)elforrned and subcontmcted 
work. 

Each WOik pion idenlihes rite tosk, the ship-by-step melhod 
of completing Iha task and all needed tools and supplies. The 
plan also includes a hazard analym of potenlio! safety issvas 
thol may be encountered whe padonnlng !he optrolion. The 
WOik plan and hazard onal~is 011 miewed, discussed and 
signed-off by Iba c1ews and lo,emen. This ,;poos ~annina 
prouss forces workers to lnink lliroagh each operation, which 
lead~ to beltel safely and qunnty ootcomes. 

On 0111 projects, we begiR evel'f moming with 0111 •s11e1ch ond 
Flex• p1ogrom along wilh a raviaw of our ·Phy of the Day", 
which focuses on our craws lmk lor the dr1{ ond !he safety 
me! mk fodoo ossod11lad wilh !he 1ml The project !&Im 
penorms ooschtduled sofe,V-only wois. This is an appommity 
lo observe operolions fillf hond lo verily !hot W8 tvnow safely 
proceduias. Our "Croft Voi<e in Safety• (CVIS) p1ovides o 

plolfonn to IIISUl8 oil amt have on equal voice i1 safety, 
WOOOIIIJ in pmmership wir!t mooog&ment lo toke a p,oo<lm 
approach on mlolioruhip hlrilding. empowering our pee,s lo 
support safety through prevention, education ond awcreness 
with the ullimolt gaol or "Nobody Gals Hurt". Perhaps the 
most impol!tmt component to our safely ptdorman<e is our 
company's cultura. Safety is Iha first ilim on Ilia aoenda of 
avery projed mealing and safely is canstun!ly emphasized 
in company communi<otion Cllld at company gor!terings. 
fxempbry safely pl!lfonnoll(e is roalinely ,ecognized bolh 
formally and infonnc!ly. Xiawit employees know how importunt 
sof ely is lo our company and !hay oct o«onlng~. 

Safely Resources 
Every project hos a designated Safely C001dinalor who 
is responsible for the exaculion of the safely pion. As a 
minimum ea<h coonfinolor has OSHA 10 and 30 hour safety 
lnlini~. The safety cooolinolur de live~ a mandatory pJOje<t 
specific safely oritnllllion for new personnel conducls safely 
inspt<tions and pra.ides folow11p safety raviews 111 doily md 
weekly meetings. 

Kiewit ded'Kalas o great deal of resou1m to troinin9, 
espe<ially safely training. No one is allowed on a jobsilt 
without undeivoing safely hoining. All of our s!oll must 
complete a safety !mining course when lhty 111& initially lured 
This hoining is then supplemented lhro~h our in-house Krewit 
Ullivtrsily advan<ed safety courses, safely samim and 
weekly iobsita safety meelinQ\. 

Our ongta safety effort is supported by our Aleo Solely 
Committee. This commillff consisls of Iha Aleo Safely 
Manager, a p,ojed mculiva, a projad monaoer, 
superinlendent and front line supervisors. They visit all our 
projeds to conduct o through safely avdtt. llurino Iha audit, 
Ibey perform II sofaly Wlllk 000 inlBl'liaw supe!Visor ond craft 
personnel lo confirm 1h01 kiewit and OHSA safely guilarmes 
011 being mat, moinlained and distussed. 
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Working Towards a 
S O I U tel O n Kiewit worked clasaly with Enon Mo~I to tum around 

lbt ffibemio pR1ject, ffnishi\« on rtme ond below 
budget. Slmting with o senior management 11am 
sita visit, Kiewit evo!uated the project and polfnerad 
colloborotively with Exxon Mobil to pion 1J11d execute a 
winning stmtagy. Kiewit manoged the sit& conslludion 
operolions, lntegmmg key existing management 
ond field sup&IVisM with Kiewit pallOl'lnel. We 
supplemenlld exisrtng equipment os needed mid 

ordan,d ma!&riols fo1 construction at won Mobi's 
cost won Mobil OYfflOW operalioos 111d provided 
DA/QC stuff. 

We pedonned the project unde1 a cost llinbvooble 
conttoct with a fixed inilill fee for meeNnv budget and 
profit plus fee on slaff costs. Kiewit l!Ceived inuntNes 
for athie'li~ mileslones l!lld shared p1ojed cast 
savings with Enon Mobil. 

.A DM1llP DUFT 
a S<11pt of WIiii r 
a (tyhnls 
•ScWIH 
·,~basis 

Why Kiewit? 
Pro~ct Delive,y Mode 
Our onttlop "plOIKh includes lvliUment ol 1~iila1uty 11quirements throU9h lo 
construction support and management including Mis~ht for all suppliers and 
construdlon porlneis. Our innovolive value1mp,0Ying p!1!Clicas will result in ,educed 
inlelfa<es, significonlfy radtKed projed risks and optimized pmjecr conhol. 

Proja<t Monogeme111 
The pmximily of OU1 SI. John-lio~d project raom lo 1M project site will provide 
better systems integralion, along with cenlrobed and impuwed schedule mid 
suppr1e1 monogemenl 

PurlnerillQ with filsf Nalians 
Lessons Learned from Kiawil 50/50 jointmlura por!neiships wift pave the Wfrf 

for on effedive working ielalianship with lhe Aboriginul peo~es. 

Knowledge of local Labour Model 
The combined engagement of local partners will help moivnize kxal labout 
content ond benelils agreements 
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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 

a) use a merit-based and objective approach 

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

c) 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 fulfil) 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-datc skills matrix. The 
recruitment activity typically consists of a national advertising strategy, as welt 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 responsib)e for recommending to the Minister of Energy & Mines a 
choice of potential candidates and their respective terms. 
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Corporate Governance Model 

January 13, 2016 
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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 Boa rd Focus Areas 

2 

.., 
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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. 

3 
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Corporate Governance Framework 

• It is 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 

• 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 

s 
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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) Determining and defining roles of the Board, Committees of the Board and 
Management (the "What") 

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

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

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

S) Framework to ensure the company is demonstrating its public accountability. 

G 

J 
' 
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Curre,nt Status 

Committee Mandates Complete 

Board and Management Roles Complete 

Boarcl Composition 

Director Independence / Conflict of Interest Complete 

Director Appointment Process Outstanding 

- - - -- -- -

l3ourd Operations 

Meeting plans, frequency, structure Complete 

Quality and tlmellness of Board Materials Complete 

In-Camera Sessions Complete 

GEOanclM ... 

? 
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Current Status 
Status 

Supportine Policies, Procedures & lnfruslructurc 

Whistle-Blower Process lmplementatron In Progress 

External Audit Complete 

Director Orientation Complete 

Director Compensation Outstanding-data for selection of other entities provided In KBRS report 

Pre-Approval of Non-Audit Services Complete 

Public /\ccountabd1ty 

Annual Consolidated Financial Statements Complete 

Management Discussion and Analysis (MD&A) Complete 

Annual General Meeting Complete 

Transparency & Accountability Report Complete 

8 
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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 

10 
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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 on all 
new subsidiaries created 

For most Board's the CEO is the only internal director 

• in a 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) 

11 
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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 sawy 

- Sophistication and sensitivity in dealing with multi-stakeholder environments 

- International orientation 

- Board level contributor and /or senior business leadership acumen 

- Diversity 

Jl 
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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: 
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Profile of New Directors 

• In considering new directors, the following factors should be considered: 

- A target 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 

16 
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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 

H 
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Murphy, Tim 

From: O'Connor, Nancy 
Sent 
To: 

Wednesday, December 16, 2015 3:28 PM 
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: KONeltl@nlh.nl.ca [mailto:KONelll@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. I'll forward the final once I 

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 
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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. 

http://www.theglobeandmail.com/globe-investor/canadian-provincial-bond-selloff-spreads-to-less-liguid
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. 
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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 of2015 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 0 1Neill 
Communications Manager 
Lower Churchill Management Corporation 
Nalcor Energy + Lower Churchill Project 

t. 709. 737 .1427 C. 709.690.2012 
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? 

3 

CIMFP Exhibit P-04351 Page 69



~o • 

Murphy, Tim 

From: Mullaley, Julia 
Sent: 
To: 

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

Subjed: 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, 
I 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 information, please let me know. 

Tracy 

Tracy King 
Assistant Secretary to 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 <TracyKing@gov.n1.ca> 
Subject: Fw: Staffing by line of business - Nalcor 

Sent from my BlackBerry 10 smartphone on the Bell network. 

From: DawnDalley@natcorenergy.com 
Sent: Thursday, December 17, 2015 3:09 PM 
To: Bown, Charles W. 
Subject: Staffing by line of business - Nalcor 
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<w1iW411q 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 
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Murphy, Tim 

From: Bown, Charles W. 
Sent: 
To: 

Saturday, December 19, 2015 7:11 PM 
Murphy, Tim 

Subject Re: Monday Announcement - Key Messages 

Got it.. Ty. 
Charles 

Sent from my BlackBerry 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, Julfa; 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'._ 

- EV 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 enablin the review to be completed 

r ~ R!!dit~ usly. 

- The review will take two months and will be completed by earl arch. The final report, including Nalcor's 
re onse, will be presented to the Muskrat Falls Oversight Committe and be released to the public. 

- 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 qnd 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 wilt take place in the Media Centre, Ground Floor, East Block, 
Confederation Building, beginning at 2:00 p.m. 

• 30-
Med[a contacts: 

Nancy O'Connor 
Director of Communications 
Office of the Premier 
709-789-1825 
nancyoconnor@gov.nl.ca 

Diana Quinton 
Director of Communications 
Department of Natural Resources 
709-729-5282, 631-8155 
dianaaujnton@gov.nl.ca 
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_Murphy, Tim 

From: 
Sent: 
To: 
Subject: 

Mullaley, Julia 
Friday, December 18, 2015 10:22 PM 
Ball, Dwight; Murphy, Tim 
Fw: Revised material and quote 

Y7r er- h}[µ /t.J=v c e 0 

ScJ{Y 611 /)Ee- 2.o 

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

For further discussion tomorrow. Thanks. 

Julia 

Sent from my BlackBerry 10 smartphone on the Bell network. 

From: David Steele <david.steele@ca.ey.com> 
Sent: Friday, December 18, 2015 9:44 PM 
To: Mullaley, Julfa 
Subject: Revised material and quote 

Hello Julia, 

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

The fee range associated with this review Is $750K - $1.25M, which Is comprised of notable planning before-hand 
(between now to the second week of Janu'arv) and 8 resources for the 2 month duration. ,t._/-, ~ ,J.-:,, 
We will do everything we can to contain fees. We are bringing our very best major capital project/infrastructure 
~esources to this project, all very senior 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 additlont!;Yo of our major capital project/infrastructure leaders will be In town on Monday for Internal planning. It 
would be great if we could get a few key follcs from Government (perhaps you and/or Charles) together w1ifi them for 
Initial conversations and direction setting. This could happen In the afternoon. Please let me know. Thank you. 

Regards, 

David 

Find us on: Facebook I~ I~ I~ 

~ 

EV 
David Steele I Partner I Advisory Services 

Ernst & Young LLP 
Fortis Place, 5 Springdale Slraet, Sull11 800, St John's, Newfoundland and Labrador A 1E OE4, Canada 
Offlc:e: +1 709 570 8284 I C11I1; +1 709 769 2080 I Davld.Steele@ca.ev,cgm 
Wllbslt11: htto:tt,w,w.fy.com 
Melanle Brooks I Phone: 1 709 726 2840 I mefanra.brooks@Ca.ev,m 

PrDudly sarvlnf1 Canad.a for OWi' 150 )'Vll/S 
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~ \~ 
CONFIDENTIAL and/or PRIVILEGED. If received in error please notify lhe sender and pennanently delete. CONFIDENTJEL et/ou 
PRJVILEGIE. Si ce courriel est ~u parerrcur, veuillez nous en aviser et en effacer toute trace. EY, 222 Bay St, PO Box 251, 
Toronto, ON MSK IJ7. www.ey.com/ca To unsubscribe from commercial elei:tronic messages/ Pour vous desaboMer des messages 
electroniques commerciaux : Unsubscribe@ca.ey.com 
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December 18, 2105 

E.Y 
Building a better 
working world 
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Muskrat Falls Project - Program Review and Monitoring 
Preliminary Estimate of Fees 

The following is a preliminary estimate of fees for the various phases of Program 
Review and Monitoring activities: 

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 estimate with noted assumptions will be provided with 
the SOW. 

Page 1 
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Advisacy r Auu,ana, I Tax IT,ansaaions I 

For more info,mauon, plus" visit ey.com/a 

ey.co,n/a 

0 2D1 S tmn & Young LLP 

All Rights Resen,cd. 

A ml!mbl!r firm of frnH & Young Global 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,(sk oversight is required to build stakeholder trust and 

confidence in the Muskrat Fa)l{Project (the "Project''). 

,,.. Establishing an independent program review and on goi~ 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 

,.. Identification of opportunities for remediation or corrective actions, if necessary 

Page 1 
_.... 
EV 
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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) 

D comprehensive review of the Project status - both current and pro:d J 
dentification of the significant risks and issues facing the Project 
Root cause analysis 

""' Performed in 2 phases: 
~ Phase I (6 weeks) - interim results and observations, providing focus for Phase II 

~ Phase II (2.5 months) - deeper dive into focus areas identified from Phase I 

~ 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 
.,. Existing 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 expectation for deliverables will be determined through collaboration with Government and EY 
and documented in an agreed Scope of Work. 

-----------------------
~ 

Page2 EY 
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Muskrat Falls Project - Program Review and Monitoring 
Building trust and confidence through transparency 

Potential focus areas for the Program Review: 

Model 

2. Project Status/ Baseline 
... Cost - assess processes/ status / estimate to complete 

... Schedule - assess processes/ status I forecast to complete 

... Scope - changes pending/ approved and claims 

• Scope, Cost and Schedule - identify mitigation I improvement opportunities 
... Procurement/ Contracting - assess controls I status I identify risks 

... Quality management - assess processes/ status / identify risks 

3. Risk identification, quantification and mitigation 

Page3 

... Assess the status of critical risks identified and related risk management plans 

... Assess the quantification of risk and contingency provisions in budgets and schedules 

.,. Identify additional risks and other areas of concern 

• Recommend opportunities to mitigate risks and define appropriate remediation plans 

__..-
EV 
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Muskrat Falls Project 
Request for EY to Review Project Cost and Schedule 

Objectives and Overview: 

~ An independent review....t:o , lelivwr a clear t1Aderstaneling of the Muskrat Falls Project's Cost 

and Schedule status (current state and forecast), including the identification of 

opportunities to address critical risks. 
A ~1, 

Reporting: 

~ 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 schedule of the Project 
~ Identification of opportunities for remediation or corrective action1 if necessary 

Page 1 
- { e_u1 C-l'lr< .t,, --1. .A/ I~ /J'< 1 Jf., ~ -

,,,A~ .,£... .i.. ~-?lr '-' ,..,,,, ' r.:lro-i • 
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Muskrat Falls Project 
Request for EV 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 
.., Identification of the significant risks and issues facing the Project ~ 

.., Root cause analysis ___ :::; p-~, 
"" Expected duration 2 months pC, II,_.,? -1.o- ~ ;;r>,r-rJ. 

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

-

Page2 
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Muskrat Falls Project 
Request for EY to Review Project Cost and Schedule 

Potential focus areas for the Cost & Schedule Review: 

1. Project Status I Baseline 
111- Cost - assess status and estimate to complete 

111- Schedule - assess status and forecast to complete 

111- Scope - assess changes pending / approved and claims 

... Scope, Cost and Schedule - identify mitigation/ improvement opportunities 

... Procurement / Contracting - assess and identify risks 

111- Quality management - assess and identify risks 

2. Risk identification, quantification and mitigation 
111- Assess the status of critical risks identified by the project and related risk management plans 

111- Assess the quantification of risk and contingency provisions in budgets and schedules 

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

111- Identification of opportunities for remediation or corrective action, if necessary 

Page3 EV 
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Lower Churchill Management Corporation 
Corporale Office 

IOWER CHURCHILL PROIECT 

Ms. Julia Mullaley 

Clerk of the Executive Council 

Cabinet Secretariat 

Government of Newfoundland and Labrador 

Confederation Building 

St. John's, NL AlB 4J6 

Dear Ms. Mullaley: 

soo columtius D11ve 
P.O. Box 12800 

St. John'~, NL Cilnada AlB 0(9 

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·lsland 

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. 

l 
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As noted in the report, LCMC has implemented a suite of project control processes 

for project cost and schedule, a 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 for 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~ 

company will adjust process controls and management to address the needs of the 

Oversight Committee; in particular, in providing cost and schedule risk reports at a 

time and level that allo:.s the Committee to identity and quantify project cost and 

";2chedule risks. 

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. The -noted documentation gaps in the IPS development and management processes 

-have not precluded development and management of the schedule, and they_will 

be closed by year-end 2015. 

2 
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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 will provide 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. 

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 

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 

3 
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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 IE 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 analytical technique to develop a 

contingency allocation for defined tactile risks. Finally, a separate 

escalation analysis has been developed to calculate and fund 

anticipated changes in forward price levels via an allowance into the 

capital budget. The IE notes that Nalco, fallows standard estimating 

practices as put forward by the Association for the Advancement of 

Cost Engineering International (AACEI), including 69R-12, SBR-10, 

18R-97, and 17R-97. 

The apprpaches 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 

previously 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 ttili suggestion by clearly indicating the type and severity of issues to

the Oversight Committee. 

4 
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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&V 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&V 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 unique 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, 

GilbertJ, Bennett, P. Eng., FCAE 

Vice President 

cc. Mr. Ed Martin, CEO & President, Nalcor Energy 

s 
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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 LCMC concurs with these observations. 

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, 
committed and incurred costs as well as 
linkage of cost and schedule baselines 
to change management processes and 
controls; 

b. A Project Execution Plan defining the 
basis of the schedule and the estimate, 
and key assumptions supporting Project 
baseline cost and schedule; and 

c. Coordination procedures for 
administration, execution control and 
management of the contractors' cost 
and schedule. 
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Table 1- LCMC RESPONSE TO KEY FINDINGS AND OBSERVATIONS IDENTIFIED BY E&Y 

E&V Comment LCMC Response 
2. Project reporting summarizes key information LCMC concurs with these observations. 

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. 

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

4. Proactive measures were being taken to LCMC concurs with this observation. 
manage potential claims. 

5. Cost and schedule issues and risks arising LCMC concurs with this observation. 
during the Project were subject to active and 
formalized management. 
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Table 1 - LCMC RESPONSE TO KEV FINDINGS AND OBSERVATIONS IDENTIFIED BV E&Y 

E&VComment LCMC Response 

6. A matrix organizational structure had been LCMC concurs with this observation. 

established, responsible for managing the 
Project as a whole. Key roles in this 
organizational structure had been staffed with 
resources experienced in cost and schedule 
management. 
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Table 2- LCMC RESPONSE TO KEY SCHEDULE MANAGEMENT PROCESS AND CONTROL RISKS AND ISSUES 
IDENTIFIED BY E&Y 

E&YComment LCMC Response 

1. Certain baseline documents defining The baseline documents identified (baseline schedules and control 

contractor schedules as well as the documents documents) are contractor deliverables. As contractors are engaged, our 

defining the control of project schedules were approach is to provide feedback and comments so that deficiencies in 

not yet complete. 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. The noted 
documentation gaps in the lPS development and management processes 
have not precluded development and management of the schedule, and 
they will be closed by year-end 2015. 

2. Contractors' schedule updates were not being Please refer to the response to #1 above. 

systematically rolled up into the Nalcor 
Integrated Project Schedule (IPS) that forms 
the basis of the reporting to the Oversight 
Committee. 

3. A completion date has not been established for Please refer to the responses to #1 and #2 above. 

finalizing an integrated baseline of contractor 
and IPS schedules to correct the issues noted in 
#1 and #2 above. 

4. The lPS development and maintenance process The level of documentation is sufficient to maintain the IPS; however, any 

is not fully documented. 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&V 

E&YComment LCMC Response 

1. 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 process or procedure. However, it is 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, 
Na1cor 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 

2. Nalcor uses a relatively basic approach to its A comprehensive contingency analysis was undertaken at 0G3. Subsequent 
updating of forecasted contingency contingency forecasting is based on an outcome of multiple inputs including 
requirements, which in our experience is not actual contractor bids, detailed oversight of the contractor and 
consistent with the expected practices for a procurement performance, all summarized into a comprehensive trend 
project of this scale and complexity. Given this, analysis process. This process highlights issues and opportunities early, 

it is not clear whether the cost contingency as incorporates mitigation activities and assesses potential impacts in the 

forecasted in reports for the Project will be future. The current approach to contingency is both deliberate and 
adequate. 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. 

3. The Project does not define thresholds for Nalcor has set the threshold for variance on any work as zero. Authority 
variance management, reporting and to expend funds beyond the approved amount for any work package 
escalation purposes. We would normally does not exist, and additional funds must be acquired through the change 
expect these to be in place as they assist in control process before additional expenditures can be authorized. That 
giving clear indications of the severity of issues being said, as we noted above, we are adding a process to our Oversight 
and the need to escalate to key stakeholders, Committee interface which will address this suggestion by clearly 
such as the OC. indicating the type and severity of issues to the Oversight Committee. 
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Table 3 • LCMC RESPONSE TO KEY COST MANAGEMENT PROCESS AND CONTROL RISKS AND ISSUES 
IDENTIFIED BY E&Y 

E&YComment 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 
• Newfoundland and Labrador (NL) requires more power due to increasing 

demands for electricity and aging infrastructure 

• Lower Churchill Project - Phase I (LCP) positions NL as a leader in clean, 
' 

renewable energy with 98% of N~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 

January 11, 2016 

. C 0 0 
2 
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Key Messages 
• An Enhanced Federal Loan Guarantee (FLG) strategically aligns with the new 

Government of Canada's platform commitments: 
New Government of Canada Platform 

Climate Change/COP21 

Infrastructure Investments / 
Clean Energy Infrastructure 

Alignment w ith Enhanced FLG 

NL is an environ mental 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 

• It provides significant financing cost savings and economic benefit while 
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 

January 11, 2016 
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Projected Benefits to Canada 

4 
January 11, 2016 

L 0 0 
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Federal Loan Guarantee 
- 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) th:~~1~~.t 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 

formal guarantee from NL} 
1/ 

' fo/' f 
LIL} through - Debt is amortized over the repayment period (30 ye /LTA; 35 y 

semi-annual sinking funds contributions starting o December 1, 2018 
t9 :f - Any forecasted cost overruns subsequent to financial close are to be w~-

t) r f funded with equity through the Cost Overrun Reserve Escrow Account OREA -
current balance is $450 million 

• Since financial close, NL and Nal r have maintained compliance with 
the provisions of all the agreements nd commitments relating to the 
FLG 

January 11, 2016 
5 
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Federal Loan Guarantee 
- 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 ..- . ut-u'°'Ja: _ ~ 

~/J ~f-,w· 
--1f r ro .J ~ .,u'V J. 'I!!-· 

n.,.,Oe..u..,. r::::::.--
/~1,~'-µ.,r-7 

January 11, 2016 
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Federal Loan Guarantee 
- Opportunity 

• 

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

- The level of low cost guaranteed debt was capped at $5 billion based on cost estimates at that time -- 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) 

- Have minimal potential cost impact to Canada; 

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

- 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 
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Enhanced Federal ~-",,.t .,,,. trr 

Loan Guarantee - +,1<.f ""'r,,r-,0~ 
1. Eliminate the COREA concept, thereby not requiring any future pre-funded equity 

I 
payments and thus allowing the existing $450 million COREA balance to be used as 
equity fmmediately 

I -,.. ~ - COREA requires NL to borrow funds earlier than normally required - inefficient and more expensive 
a \ J J ~b ,\4.c/ L Canada remains provided with unlimited Equity Support Guarantees by NL to fund whatever equity is 
~ 1 ~~ required to achieve Project in-service 
~ I - defers timing of additional NL equity requirements 

I 2. Improve existing additional debt provisions to allow addi · t to be guaranteed 
1,f\., by Canada and funded in the same way as the origi $5 billion 

~· \ -
{) / (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 oe1ng 

-amorfized between in-service date and first bullet bond repayment 
- sinking fund contribution is approximately $50 million every six months 

• Improved timing and reduc 
interest savings to NL ofi 30 - $90 million over next 2-3 years 

< 
- li,t.1-t < A 

~-fo-.P.,.c.../~ 
January 11, 2016 

.0 0 

ve generate net 

'"?~('< k. ~~ 
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· o 
Potential Benefits of 
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 

• $1.8 to $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 Profil e) 

A leading lta!,an Ger.era I Contractc: and cne of the mast important players in the constru ction sector at global 1evel, del,veririg vcJlue th:oug h a duai 
construction-concession approach, mteg ra~ed v.ith engineenng and procurement. 

SactOfll Key MIiestones 

l 

22_;::1 Ccntractor !!1 Europe and 85\1• Contractor world':.:1d2 in 20 ·1 ,1 ENR Global Co:1t1a:tcrs Li s! ,·, 

(•) 2014 ENR (E1111lne11nng News Rl!alrd) Sourcebook -2013 consolidated fieures. 
, .. , 2015 ENR IEneineering News Record) Sourcebook - 2014 c:onsolida1ed rigures. 

/, ASTALPJ Astaldl@ London STAR Conrerence 2015 • October 5, 2015 3 

CIMFP Exhibit P-04351 Page 121



Company Profile-

Key Figures and Business Lines 

~ ASTALDI 

4 ASTALDI 
.-------------'-------- CONCESSIONI 

I 

Concr;ssions 

Transport Infrastructures 

111 Total backloe lndudes t:13.8 btllion of backloe in execut10n and (14.S blQion of orders in pipeline. 
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Company Prof!lc 

Proven Operational Track Record 

COMPLETED WORKS 

::,,;;: .. 
IIJf!WIJaNtRM.WA,•fluiV . ~~-,~ ~ MIIM~IJl!II IUl.'f" 

1Hr291~' 

SUBWAY 

UNES IN 
PROGRESS 

.. I -~·;f:.'f ;; ~-l ;I 
1 

.. r -rr• ,.,- ' f · 

t' ·--~ ...:... 
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Company Prof1!~ 

Global Presence 

• More than 70% of revenues from outside Italy with increased contribution from Chile, Peru, Russia and Canada (in 2014) 
Present since: before 19DO 

11a1y, Africa, VanBZtJO ... central America. 

,,. ..... ---··--·--·----·---------------..... 
/ ' ~14 lbcldog In Eaecullon •pit by counuy .• \ 

I 
I 

COIIIIIUdion ~~:d !,' 

llllamdanal 
32111 : 

' ~~IN ,J 
\. ,...2.1~ 

..... ______ .. _______ ,..U1' ---.......... ____________ ,,,. 

.. USA. Tur1cey,. 

.Cllllada 
•c111111 
.CollllRlca 
.EIS.~dor 
.HDl!Ckns 
.Nlc:allllldl 
.PIN 
.USA •v~ 

" 
.. Algeria, Romania, Mkldla East.~ 

II 

.•. Chile, Pe111, Poland, RLISSia, Cenada 
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Company Prol1!c 

Agenda 

Company Profile 

1 H 2015 Results 

Appendix 

j Ru5~1~ : r>u lkova l~:ern Jt:ana i /\: rpar: :a: SI Pe!C1~tlur1, 

l':i!anc I Wurs~\·1 Sub·;1c1y Linc 2 
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Company Prcfli~ 1 1H 2815 Rcsu·1s 

Main Topics 

• tSffiRCD.NG ~ifl-201t5 RES·lYL;.lliS BE:NEElffil~§. ~8§lM AtG.0.0.13 e.0MMERC.IAL 
~JD 0~E,~:J'LIN6 PE·R-F©~RM~N.&li 

• motal Rev.enue .. -Fti15.8%, at Et:JR 1~~ Billion 

• Operating 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°/o, EBIT margin at 10.1 % 

• 1N·et n~m m8~..9/o at .. E·l:JR 62~~ million, ef which approx. EUR 34 million from equity 
participation 

• · et Fiir.iafilcial F20Siti0ri1 at 6WR q -~ billion, witf:l.iapprr0x: ~1~Ji. j rJ0, millio.n 0fi 1imMe..stmernts 
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Main Topics 1H 2C15 Results 

1 H 2015 Results - Operating Performance 

, - .. 

17918 149.3 
+20.~% 

12!S-A 12.4" 

EBIT 1~.3 1:18.j 
+~1:'8.8% 

Elitr.M#91n 10.1.% 9.8" 

Net Financial Charges (85.1) (77.5) +10.0% 

Income from SPVs equity method 33.6 14.0 n.m. 
evaluation 
I 

EBT, 54:7 

+10% 

>9% 

.. ~= T, 0% 

• Revenue boosted by foreign activities 
(+32.8%), mainly In Turkey, Russia and 
Canada 

• 02 2015 revenue coming from Italy 
seems to anticipate a recovery path for 
domestic market (+35% for 2Q 2015 vs. 
102015) 

• Margins supported by high quality orders 
in execution and by the release of 
provisions linked to projects, which have 
been delivered 

• Net financial charges include EUR (27) 
million charge linked to fair value on the 
equity linked bond 

• Net Income benefits from EUR 33.6 
million of effects mainly hnked to SPVs 
equity method evaluation 
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Main Topics 1H 2015 Re:su[ls 

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 

• (~Ja.W c_Qr:itractsi o r"'8tJB. 5.3 billiori to .. date 

• 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 

Aslald i @ Landon STAR Conference 2015 • October 5 ,. 2015 12 
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r,~a1n Topics 1H 21l15 Res ults 

Astaldi with its Effective Business Model, Continues to Prove an Impressive 
Commercial, Financial and Technica1 Strength 

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

EUR 16.5 billion 

::: 3x BACKLOG IN EXECUTION 
FY 2015 Expected} 

Revenues 0 
( ---

-----· -------
a Concessions • Construction 
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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 Ernst & 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. 

Media contacts: 

Nancy O'Connor 
Director of Communications 
Office of the Premier 
709-789-1825 
nancyoconnor@gov.nl.ca 

- 30 -

Diana Quinton 
Director of Communications 
Department of Natural Resources 
709-729-5282, 631-8155 
dianaquinton@gov.nl.ca 
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Executive Council 
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 the~ risks and schedu l~ 
for the Muskrat Falls Project. -

"Given O cost i~cr~ases and schedule s!ippage on ~he Muskrat Falls Project, it is 
pruden~e Provincial Government to review the proJect's cost and schedule to 
determine if there are any critical risks going forward. Ernst & 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 Nalcors 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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• 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 Nalcor1s response, will be 
presented to the Muskrat Falls Oversight Committee and will be released to the public. 

• 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 
Director of Communications 
Office of the Premier 
709-789-1825 
nancyoconnor@gov.nl.ca 

Diana Quinton 
Director of Communications 
Department of Natural Resources 
709-729-5282, 631-8155 
dianaguinton@gov.nl.ca 
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I 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. I'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 aloneJ 

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-$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 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 

Bl 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 Bl 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 wJII 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 Asta Id I will slow Its progress as a result of not getting its assistance. They 

will also tell you that the contract with Astaldi ts "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 Astaldrs 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 Bfllion Euros; and they reported new 

contracts they had secured valued at 5.3 Billion Euros. The punch Jine 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 

Bl 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 Bl 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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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, January 18 2016 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. I 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 Astaldl 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 detailed 
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 Astaldl. This recommendation was largely to address reported solvency concerns with Astaldl 
and ensure earliest completion of the project, estimated at 12-18 month Increase In schedule. This 

~ 
amount does not Include other additional costs to the project due to this extended time line to project 
~on]eg. s[e services, impact on other contractors, project management, etc). Nalcor advises 
their assessment/due dlllgence processes included consultation with mega project risk consultants; 
project management advisors; a forensic accountant firm; construction lawyers; construction claims 
advisors and Internal project managers. 

As discussed over the last 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 reaching 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 
analysls 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 concerns with the solvency of Astaldl and the related risks to 

theproject. Further validation will also be required to assess the options and related legal and 

ff ,.,.v - MJ-'t-/~ f /VfJf. ~-.1. 

- Lo A-w~ r ""11 t: tt.~ • .,,J 
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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 EV on Project cost and schedule risks, of which Astaldl Is 
Included (this assumes that EV ts 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 agreements) be Immediately engaged to assess any 
potential Impacts on the agreements. ~ V'" 

• Risk of potential change in senior 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 
quickly If the need arises. 

I am available to discuss further at your convenience. 

Julia 
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Soinl John 
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ra,: +1 506 634 2129 

St. John"s 
rortis Place 
5 Springdale SI reel 
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Sl. John'5, NL A 1£ 0E4 
Tel: .. 1 709 726 2840 
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Assistant Deputy Minister of Finance 
Muskrat f'alls Oversight Committee 
Government of Newfoundland and Labrador 
1st f'loor East Block Confederation Bulldlng 
Prince Phlflp Driveway, P.O. Box B700 

29 September 2015 

St. John's, NL AlB 4J6 

Review of Muskrat Falls Project Cost and Schedule Ma11ac;iement 

Dear Mr. Martin, 

EV has completed Its review of Nalcor's cost and scheaule management processes anit,~trols as 
related to the Muskrat falls Project ("engagement").~ e.engage~ nt was performed lnJICCordance 
with the statement of work dated 9 March 2015 between EY. an.J!J.Her Majesty In Right of Newfoundland 
and Labrador, and our procedures were llmlted to those descr l>iitlfn that statement of work. 

The field work for the engagement was comP.l!!.!d In April and t.14~ 015, and consisted of reviewing 
Project data and documentation, as well as'!aruct.ured Interviews ~~ Nalcor personnel. The Project 
reporting period under review spanned Dec~ er 20J.'~ Februarv ~ - The report resultlng from 
our engagement Is titled "Review of Muskrat talls Cost anct Sc edule Management Processes and 
Controls" and Is provided und~r. thls transmltta Iletter. requas~ d. our report Is provided In two parts: 

1. Executive Sumw.Report: 
2. Detailed su,-lamentary Repo , 1cthls docu t) 

The services providecl.~ Y as sum'!)Mfzed in this rego tare advisory In nature. They are lntendad to 
provide Insight Into Nalco~tfost ana·sc edule manag'!.'lent processes and controls, and related 
reporting. EV Is not renderlqo,a,.n:._a]"dlt:- l~igamlnatlon, or other form of attestation as those terms 
are defl"!!d~~Amerlcan I stltute of Certlfleif~ubllc Accountants or Chartered Professlonal 
Accoun~ ts Canaaa. 

This repor.t s prepared solelv;for use of'the Government or Newfoundland and Labrador for the 
purpose of assessing cost andfschedule management processes and controls for the Muskrat falls 
Project. Ernst"itYoung LLP s~eclflcally disclaims any responsfblllty to any other party, and disclaims 
any responslbllltvffi,r, loss I cured through use of the report for any other purpose. 

We appreciate the cooperation and assistance provided to us during the course of our work • • 

Yours very truly, 

~ "~"';fl.u' --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 Churchm Project. This 
Included establishing the Muskrat f'alls Oversight Committee ("Oversight Committee"), which provides 
regular Project oversight reports to Cabinet. ~ 

The Oversight Committee Is accountable to Cabinet for providing relJ!l~l:ilt,_and transparent oversight on 
the cost and schedule performance of the Project. The Oversig.2!jomm'llee Is relying on the summary 
cost and schedule Information produced by Nalcor as a key e ement rn performing Its mandate. 

EY's Major Capital Projects practice was engaged to brl~~f~dltlonal experience to ~ssfst the Oversight 
Committee In meeting Its mandate. This report pres~ ts

7
a summary of the results of'EV's review of 

Nalcor's cost and schedule management processes a d controls. 

Review scope 
The scope of the review Included an assess ment of the: 

• 

• 

This report summarizes the work performed by EV, details of our key findings and recommendations 
for the Oversight Committee's consideration. The Oversight Committee has been briefed on these and ,.~ 
other detailed findings from our. review. 

This report does not lncludefmanagement response from Nalcor, as EY has not been engaged by 
Nalcor. This serves to ~eserve EV's Independent reporting relationship to the oversight Committee. 
The Intention Is that Nalcor wru provide their management response directly to the Oversight 
Committee. 

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

Review ol Muskrat Falls Cost and Schedule Management Processes and Controls 

Prepared for the Muskrat Falls Oversight Commillee 
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• The estimating processes and cost baseline process were not assessed. The Oversight Committee 
Indicated It Intended to rely on the results of the CG approval processes (0G2 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. 
• 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 
;,- r 

provide Insight Into Nalcor's Cost and Schedule management processes and controls, and related 
C 

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 Accbuntants 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 managemen!t_P.rocesses and controls for the Muskrat Falls 
Project. Ernst & Young LLP specifically disclaims any res~onslbUtty to any other party, and dlsclalms , 
any responsibility for loss Incurred through use of the report.for any other purpose. - / 
We understand that the distribution of this Detailed SupplementiReport wlll be closely controlled as It 
Includes certain potentially commercially sensitive Information ttiat might otherwise adversely Impact 
the performance of the project were It released. An Executive Summary Report has also been provided 
for public Information. 

_,--

Summary of key findings 
/ I l 

The following observations were notecl during our review: 

1. Key project control.processes have'been developed Including an Integrated ProJect Schedule, 
ProJecfExecutton Plan and Coordination Procedures 

2 • ., Project reporting summarizes key Informa tion on construction cost and schedule r • ~ 

3. Nalcor continues efforts to.work with contractors on maintaining a disciplined approach to 
~ oject management, control anti reporting 

4. Proactive measures ·liact been tak en to manage potential clalms 
5. We saw evidence of active formalized management of cost and schedule Issues and risks arising 

during ttie Project 7 
'\. 

6. A reasonable fl1!$rl) organlzatlonal structure has been established starred with resources 
experienced ln,fost and schedule management .... 

However, Issues and risks In cost and schedule management processes, controls, reporting and/or their 
deployment were also Identified. The details are provided In Section C of this report. 

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 ls not reporting 
using a full Earned Value Management System across the whole of the project. Reporting on Earned 

Review of Muskrat Falls Cost and Sehedute Management Processes and Conlrots 
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Value performance would however, provide additional useful data and Information to the Oversight 
Committee on Individual contractor and overall Profect 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 
In response to the risks and Issues Identified In this report, we recOIJlmemi that the Oversight 
Committee: 

1. Work with Nalcor to obtain management response fo each of the fl cflngs noted In this report 
with defined corrective action, responslblllty and t clpated completlo dates. Given the 
volume of Prefect activity (burn), tlmellness o_!..a~ fon Is critical. Therefore, the Oversight 
Committee should actively monitor status a it erlfy completion of management response to Its 
expectations. A 

2. Consider conducting detalled assessments of the cost ancf schedule status of the Project on an 
ongoing basis until Nalcor's corrective action addresstno-l(ey risks and Issues noted In this 

~ ',;ill 
report Is complete to the Overstgfit Committee's satisfaction. This ongoing assessment should 
Include the basis and accuracy of t~e forecasts for comp{itroo at the contractor level, as well as 
the quantlflcatlon of cost and schedule rls • 

Review of Muskrat Falls Cost and Schedule Management Processes and Controls 
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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 or: 

• Schedule and cost management processes, controls and reporting against leading practices and 
standards (PMBOK): and 

• Implementation of and compliance with schedule and cost proce~ses and controls for a sample of 
contractors. 

The review activities included: / ., 
• Interviewing key staff from Nalcor's project controls team and senior manaQement; 

/ 
• 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 samRle of contractors. 

The fleld work for the review was completed in April and May 2015, and consisted of reviewing Project 
data and documentation, as well as structuret1r1ntervfews with Nalcor personnel. The Project reporting 
period under review spanned December 2014 to February 2015. 

The Sample of five key contracts was selected In conducting ~rocedures1for this review, whose 
aggregate value exceeds ~2.3 bllllo_n. L ,r 

The 11st of data obtained In conjunction with the review Is contained In Appendix A of the report. ,,.- .,, 
EV would like to thank the members of the Government and Nalcor who participated In this assessment 

~ "' J 
process. The 11st of Individuals Interviewed Is contarneo1n Appendix B of the report. 

/ 

Re11iaw of Muskrat Falls Cost ancl Schedule Management Processes and Controls 
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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 compliance 
• Cost management process design 
• Cost management process compliance ,/) 

f) Schedule management process design L__s ~ 
Effective schedule management, monitoring and control processes allow the user to maintain an 

c,, J . 
efrectlve baseline plan and compare with progress to ldentlfv. variances fro that plan and corrective 
actions taken. / 

A range of conventlonar schedule control plans, processes<od procedures have tieen,developed. These 
Include: 

A 
• An IPS document, Including a description of the 1es struct~ e, schedule assumptions, baseline 

as well as IPS progress/updating/reporting and crltlcaliath determination and IPS bar charts; 
• A Project Execution Plan (PEP), ·liere the function and~structure of Project controls are 

defined; 
• A PEP, which Includes a summary o\!~recast·schedule and t~ basis of that schedule forecast, 

Including key assumptions, driving loglc and proJect·m lestones;:I 
• A Project Control Management Plan w~ a deta e<I secUon.dedlcated to planning and 

scheduling, Including: '-' A-., 
o General strategies foli achieving Project planning and scheduling objectives; 

"--
0 Schei:lule reporting and alignment re~ rements; and 
o lntegratl n of detailect l chedules of vau,ous contractors and suppllers. 

• Planning and schectule,P.~ocess wo c:. !lo~ Whlle the process steps remain at a high level, the 
mai:1 ciemonstrates functional responslbllltles and handoffs. These work flows Include key steps 

~ ot:70 -
Controlllngjlhe schedule at component level O.e., Muskrat falls Generation, Labrador 
Transrnlssl Asset, Lat;rador Island Transmission Link), from contract award up to 
contract close out; 

o Developing components schedule baseline; 
~:, 

o Updating the PS; and 
o Repo~ ng. 

• Coordination pr~cedures for administration, execution control and management of contractors' 
schedules (and cost); 

• Trend analysis and change management processes 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 iJnd Conlrols 
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o Variance: 
o Critical path(s): 
o Float watch; and 
o IPS summary and construction progress. 

Review of Muskrat Falls Cost and Schedule Management ProcessllS and Controls 
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However, we observed that: 

1. The process used to update the status and recorded progress of the Project Is not fully 
documented In the t PS. 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 thresholds for monitoring schedule performance are not defined. Control thresholds 
are used to Indicate prederlned scale of variation permissible before~ documented corrective 
action plan must be put In place and the Issues escalated to key,s keholders Use of these 
thresholds would better Inform the Oversight Committee. / 

..,. 
3. The IPS Gantt charts do not show percent complete at the-~c lvlty level, thts lfmlts the ability of 

the Oversight Committee to cross-check progress a d"forecasted end aates . 
., "I:' ,._ 

4. The IPS focuses on three domains, namely construction, commissioning ana o~eratlons -start·up. The IPS does not Include Information o three other domains, namelv•en,;ilneerlng; 
procurement and fabrication. 

The loglcal relationships and the fmP.act of delays In engineering, procurement or fabrication on 
construction schedule are not lncludlKl!ln...the IPS. Wltho t these loglcal relationshlps between 
dependent activities and the constructj pn•s edule, It Is not·clear how such delays may Impact 
construction and completion of the ProJect. 

~ 

Nalcor regularly, updates and maintains the IPS as Its core schedule management tool and basis 
of reporting. IPS updates are P.errormed using the established tools (IPS progress spreadsheet 
.,Rosetta Stone", LCP. ifatabas;j/ ' 

• Nalcor Is working to · an:ts systematfcally Integrating contractor schedule updates as a basis for 
the IPS•updates. Contractors• schedules are regularly (I.e., monthly) reviewed by the Project 

F:I 
Controls team and comments are made; 

• The Project Controls team 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 onslte Nalcor quantity surveyor validates contractor quantity and supports progress 

reporting for the IPS. 

Review or Muskrat falls Cost and Schedule Manaoement Processes and Controls 
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However, we observed that: 

1. The process for Integrated maintenance of the !PS and contractors' schedules Is not fully 
deployed or consistently executed. Specifically: 

a. SCBD and SDCP are Incomplete and/or fall criteria, as per Nalcor's coordination 
procedures. These key documents describe the approach to planning and schedule 
control, Including schedule development, analysis, forecasting, reporting, progress 
measurement and corrective actions; / 

b. Of the contractors from the Sample, only two had complete SCBDs and SDCPs. The ,. 
status of control schedule baselines, as per contrac!ors' month y December 2014 and 
January 2015 progress have been reported Independent of this re~ort to the Oversight 

.I':. 
Committee (Independent reporting of the status details to the Oversight Committee was 
required due to commercial sensltlvlty);,and 

< 
c. The updated schedule control basellne from the SamP.le of contractors rs not rolled up In 

. i "-
the IPS. A tlmellne had not been estabHsheo for completing the plans and finalizing an .... 
Integrated basellne of contractor and IPS schedules • 

... ., - -

2. From the Sample, one key contractor.'s "l.g_~t recent approvect schedule {dated October 2014) 
does not fully comply with Nalcor's Coo~dtnatloh.P.rocedure: 

a. 

b. The contractor's month ~P-rooress report has not been approved since July 2014. This 
typically indlca es P-C>te1it1i l'slgnlflcant disputes between a cllent and contractor 
rgga·rdlng the sctiedule fore~ ts•an<I the accuracy and/or quanty of their reporting. 

nonsequ~ , such.matters may n~ be Included ln the IPS and reported to the 
Oversight Com lttee. 

. . ~ 

3. Contractor's schedule corrective actions are not all implemented within the monthly reporting 
~ 

period foHowtng their Identification by Nalcor. The result of a corrective action test performed 
on three contractors In £tie Sample has been reported Independent of this report to the 
oversight Commlttee.~ ependent reporting of the test details to the Oversight Committee was : 
required due t} com'fnerclal sensitivity. 

4. Reasonablllty 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 matertal, the reported progress may be viewed as subject to Interpretation and not 
wholly objective, 

5. A target date for completion of corrective action on the schedule management and reporting 
challenges at the contractor level has not been established. 

Review of Muskrat Fal s Cost and Schedu e Mc:milgement Processes and Controls 
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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. 

Review of Muskrat F'alls Cost and ScllecluleMc1na9ement Processes and Controls 
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Ill) Cost management process design 

Project cost management typlcally Includes processes for plannlng, estimating, budgeting, financing, 
funding, managing and controlling 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 ln,the PEP,, P.roject Controls 
Management Plan and Procedure for Cost Control. T ese plans and rocedures Include a 
description of the: 

.J ~-
0 Function and structure of the Project Controls group for cost management; and 

c;:_ -o Structure of the cost baseline, which Includes the Project coding structure and work 
? ~ 

breakdown structure, Project commitment packages and packages dictionaries, and the 
~ ~ . 

Project process to estabflsh and maintain tludgets, 
A Project Control Management Plan with a detailed·se"ttlon dedicated to cost management, 
Including: 

o Commitments and Incurred cost.monitoring process and cost/cash flow methodology; 
o Trending and forecasting processes used to calculate Forecast Flnal Cost (FFC) and 

assess variances. f'FC Is adjusted through a formal Forecast Change Notices 
mechanls~ Early fdentlflcatlon oJ poj!O;lal variance is necessary to allow for an 
effective cost contfol!system. ana Ill ately improve the accuracy of cost forecast; j . 

Cost control workfiows have 6een drafted 6y the Project Controls team. These workflows ; . 
describe the key.steps at a func lonal level for.'each Interface Involved In the cost control 

V, I.':\ 
processes. Workffows cover. tt;e,followlng areas: 

o Commitments;./ .. 
.,.-;- Incurred and cost.flow; and 

/ r o Forecas ·cost. 
Coordination procei:jures for ai:jminlstratlon, execution control and management of the 
contractors' cost (a~schedule): 
Nalcor.'s monthly cost report captures key cost Information. both at program and component ..., 
level, Including: 

o Orlolnal controi budget COCB); 
o Appr~ediroJect changes; 

_;, 
o current·control baseline (CCB); 
o Incurred cost: 
o Committed cost; 
o FFC, which Is the sum of original commitment, approved changes, changes In progress, 

trends and unallocated budget/unawarded scope; 
o Variance from CCB and Trends; and 
o Contingency with related drawdown curve. 

Rev ew of Muskrat raHs Cost aod Schedule Management Processes and Conlrols 
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• An estimated contingency drawdown curve has been developed to forecast the usage of 
estimate contingency over the Project nre. 

Review or Mus~ral f'ans Casi and Schedule Management Processes and Controls 
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However, we observed that: 

1. Cost variance thresholds are not defined. These thresholds are used to establish a permissible 
variation from budget before documented corrective action must be taken. Variance thresholds 
are also used to define what constitutes a variance requiring escalation for senior 
management's attention. 

2. The conditions and processes for rebasellnlng are not defined In the eroJect's control processes 
and procedures. Management Indicated that rebaseflnlng of the program was at their discretion 1 

~ I 
and dependent on a variety of factors Including forecast and rate of drawdown on contingency. ,, 

3. Detailed checklists have not been developed for the use ot{&Sfcor cost controllers to validate 
contractor costs and ensure review consistency. 

- -- - - -

4. The shape of the contingency curve Is conventlonaly iieflned by aggregation of the forecasted 
materlallzatlon of estimate uncertainties or tadlcal risks. The current basis of tile forecast 
contingency drawdown curve did not Include quantified material risks. This shortcoming 

~ . 
slgnlflcantly limits the ability to compare the rate o ,reallzect,cost risks versus orlglnal forecast, 

« 
and assess the need for additional contingency or the re!Jasetlning of the Projecrs cost and 
schedule. 

Iv) Cost management process compliance 

Nalcor has establlshed a conventional organizational strudure to support the management of the 
~ ,. -

Project and execution of/the processes and controls. Key roles In this organizational structure have 
L 

been staffed with resotKces experienced In management, monitoring and control of the Project cost. 

We noted that: 

• 

• 

• 

• 
• 

• 

• 

• 
• 

A Cost Control team tias been established with the mandate to provide the Project Management 
Delivery team,wlth timely updated Information on the Project cost status for analysls and 

/ control to dellver·the Prd]ect,wlthln budget; -,. 
Major activities performed under: this mandate Include: budgeting, reporting commitments and 
ac ual status, trending and calculating FFC: 
T!TP'~ct has beentvlded Into manageable sub-projects with their own budget code for 
accoun~ fundlng auttiorlty and funding release mechanism; 

L 
A cost baseline has tieen established and maintained: 
The FFC Is calcula ea using data from Nalcor's cost management systems Clncludlng PM+, LCP -tracker and PRISM); 
Contractors' costs are regularly reviewed by Cost Control teams and comments made are 
reported back to the contractors: 
Reasonablllty checks and variance analysis are performed by cost controllers to validate 
contractors' cost figures; 
Processes for Deviation Alert Notices and Trends are Implemented and reported; and 
The Project Cost Control team Is well aware of the establlshed processes and cost-related 
workflows (although some are still In draft version). 

Review or Muskrat f alls Cost and Schedule Management Processes and Conlrols 

Pr!!f]ared for the Muskrat f alls Oversight Committee 
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Review of Muskrat f'alls Cost ilnd Schedule Management Processes and Controls 

Prepared for the Musl!rat f'alls Oversight Committee 
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However, we observed that: 

1. A trend, quantified risk and/or early ldentlfJcatlon of potential material variance have not been 
raised for the challenges with one key contractor Included In the Sample, particularly related to 
progress delays. It ls not clear how the quantification of the related cost risk has been 
communicated In reporting, llmltlng the understanding of the scale of the risk or Issue. 

2. Contractors' forecasts are not consistently used as a basis of the Ff~;:. Alternative procedures 
are utlllzed Including the use of a quanuty surveyor who valldates1contractor quantity and 
supports progress reporting for the IPS. / " 

3. FFC does not Include trends for another contractor lncluda th~ mple, as a different 
T 

system ls used to track costs. 

Re111ew or Muskrat Fa.ls Cost and Schedule Man,1gement Processes and Controls 

Prepared lor the Muskrat FaNs Oversight Committee 
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Appendix A: Documentation reviewed 

Documents reviewed as part of this engagement 

'7>roJect Cflange Manac;iement Plan_l~cp:pr-MD-
0000r!'M·P.l!i9J)02·01 

Review ol Muskrat F'alls Cost and Schedu e Management Processes am.I Controls 

Prepared lor the Muskrat Fal s Oversight Committee 
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Project Risk Management P.lan _LCP·PT·MD
OOOO-Rl·PL-0001-01_e1 

• Astaldi CH0007 Monthl{ Progress R~port 
dated 25-July-2014; 

• 201410 10- AGl·MFC-0143 - Issue Of 
Revised construction Schedule: 

• CH0007·Muskrat f'alls - Execution Detailed 
Schedule vB.2 DD 28 SEP14 Otnclal 
Submission 09.10.2014: 

• LTR·CH0007001 ·0283 - BasellnJt Contr_ol 
Schedule Condltlonal Acceptance: 

• Astaldl Execution Detailed Schedule - MFA-AT· 
SD·OO0O-PM·A02·000 l-01 dated-10-October· 
2104 

ProJecf Work Breakdowrisfructure and Code of 
Accounts_LCP·PT ·MD·OOOO·PC·LS·OOOl ·O 1 -

Pr9Ject Coiitrofs°Workflow/Procedure: 
• LGP _cost Control_Mar201s_DRAFT: 
- LCP _Plannlng & Sche~ullng_Component 

Basellne_Mar2015_DRAFT; 
- LCP _Plannlng&Schedullng_lPS_Mar2015_DRA 

FT; 
- LCP _Plannlng&Schedullng_Mar2015_DRAFT; 
- LCP _Reportlng_Mar2015_[)RAFT; 
- LCP·PJ·MD-0000-PC·PR·OOOS·Ol_Cost 

Control Procedure_DRAFT 

- LCP _MontKly' PC Meef1nq'!2s!Mai==201s: 
- LCP _PCMeetlng_Bl·Weekly_Agenda_Feb2015 

Review of Muskrat Falls Cost and Schedule Management Processes and Conlrols 
Prepared for the Muskr.it Falls Oversight Comm !lee 
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Appendix B: Interviews conducted 
Interviews with the foll owing Nalcor personnel were conducted: 

An1iiqnv1 mbury 

~ rciitos1nern,ao.cfii' 
3 - Paul Harrington 

Review of Muskrat Falls Cost and Schedule Management Processes and Controls 

Prepared lor the Mu~kral Falfs Oversight Committee 
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EY I Assuranc:e I Tax I Transactions I Advisory 

AboutEY 

EY Is a global leader in assurance, tax. transaction and advisory 
services. The lnslghts and qua&ty services we deliver help 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 all of our stakeholders. In so dolng, we play a crltlcal role 
In bulldlno a better working world for our people, for our clients and 
for our commun!Ues. 

EV refers to the global oroanlzaUon and may refer to one or more or 
the member firms or Ernst & Young Global Umlted. eath of which 
separate legal enlily. Ernst & Yeung Global Limited, a UK com 
Hmlled b'{ guarantee. does not provide services lo cJl!!ots. Form 
lnlormallon about our oroanlzatlon, please visit ey.com. 

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

ey.com/ca 
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EY 
Building a better 
working world 

Ernst & Yeung LLP 
Atlanlic Canada 
ev.ccm 

Mr. Craig Martin 

Dieppe 
11 Englehart SI reel 
Dieppe, ND ElA 7Y7 
Tet: + l 506 853 3097 
r1u: +1 506 859 7190 

Fredericton 
527 Oueen Slreet 
SuilellO 
Fredenclon, NB E)B 3T2 
Tel +15064558181 
r.:ix· +1 506 455 8141 

_._ ____ __ 
Assistant Deputy Minister of Finance 
Muskrat Falls Oversight Committee 
Government of Newfoundland and Labrador 
1st Floor East Block Confederation Building 
Prince Phlllp Driveway, P.O. Box 8700 
St. John's, NL AlB 4J6 

Dear Mr. Martin, 

I 

Hallla1 
RBC Wal enide Centre 
1B71 Hollis Slreel 
Suite SOD 
H.1hfo1, NS B3J OC3 
Tel: +l 902 420 1080 
ra i " + 1 902 420 0503 

SamtJohn 
Red Rose Tea Bu11d1ng 
5th floor 
12 Smytht Stl'l!Ct 
Satn1 John tlB E2L SGS 
Tel. t 1 506 634 7000 
raa +15066342129 

- >°~)' ,: 
29 October 2015 

St John's 
Fortis Place 
5 Spr,ngdale Street 
su,teeoo 
St. John's. tlL A lE OE4 
Tel. +l 709 726 28'10 
ru· t1 709 726 0345 

EV has completed Its review of Nalcor's cost and schecl e manage_ment processes and controls as 
related to the Muskrat Falls Project ("engagement"). T~ oag.@lent was performed In accordance 
with the statement of work dated 9 March 2015 between EYi.@rFfer Majesty In Right of Newfoundland 
and Labrador, and our procedures were ~ led to those descrfbid In that statement of work. 

The field work for the engagement was com~leti'<W...ILAPrll and May~ Qi~' and consisted of reviewing 
Project data and documentation, as well as~uclliii<I Interviews wltl · lcor personnel. The Project 
reportlnq period under review spanned December 20 to F.abruary 201!5. The report resulting from 
our engagement Is titled NR!'~.,!)f Muskrat ~ Cost ana!Scliedule Management Processes and 
Controls" and Is provided uniter: Is transmltta1·lat er:, 

This reP-ort Is prepared soleJ for use ofgtle Government of Newfoundland and Labrador for the 
purpose o assessing cost a'rrtschedule management processes and controls for the Muskrat Falls 
Project. Ernst & Young LLP s~cfflcally dlsclafms any responsibility to any other party, and dlsclalms 
any responslbllftY,for loss '";!jed through use of the report for any other purpose. 

We appreciate the COOJ!.e£_a on and assistance provided to us during the course of our work. 

Yours very truly, 

~ ., ~'"I '-"" 
Ernst & Young LLP 
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Background 
The Government of Newfoundland and Labrador ("Government'') has Initiated oversight protocols for 
the Muskrat f'alls Project ("Project"), a significant component of the Lower Churchill Project. This 
Included establlshlng the Muskrat f'alls Oversight Committee ("Oversight Committee"), which provides 
regular Project oversight reports to cabinet. 

The Oversight Committee Is accountable to Cabinet for providing reliable and transparent oversight on 
the cost and schedule performance of the Project. The Oversight Committee Is relylng on the summary 

L"":7 
cost and schedule Information produced by Nalcor as a key element '-?'°rmlng Its mandate. 

EY's Major Capita! Projects practice was engaged to bring addltl?1/ ~ fence to assist the Oversight 
Committee In meeting Its mandate. This report presents a sum. of the,results of EY's review of 
Nalcor's cost and schedule management processes and con~o1s. 

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

• 

• 

This report-does not Include a:w.anagement response from Nalcor, as EY has not been engaged by 
Natcor. This ser:v: s to preser~ef Y's Independent reporting relationship to the Oversight Committee. 
The Intention ls1 at Nalcor wJU provide their 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 cl Muskrat Falls Cost and Schedule Management Processes and Controls 

Prepared for the Muskrat f alls Oversight Committee 
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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 rellance purposes. 

The services provided by EV 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. EV Is not rendering an audit, review, examination, or other form of attestation as those 
terms are dertned by the American Institute of Certified Public Accountants or Chartered Professional 
Accountants Canada. / 1 , 
This report Is prepared solely for use of the Government of Newfounclland and Labrador for the 
purpose of assessing cost and schedule management processes~. d controls for the Muskrat Falls 
Project. Ernst & Young LLP specifically dlsclalms any resporislblllty to any ottier, 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 sup6Jement to this repor t. We understand that the 

• l ll"" . 

distribution of the supplement wlll be closely controlled·as It Includes certain commercla Jy sensitive 
Information that might otherwise adversely Impact the performance of the project and Its cost If this 
Information was released. 

Summary of key findings 
The following observations were noted: 

,,I 
1. Key project control processes have been developed, Including: 

.r ~ 

a. Core project-management and control processes ror cost and schedule, lncludlng the 
developnteot of an lntegr,:1ted Program Schedule (IPS) for the program, Identification of 
baseline, committed and Incurred costs as_.well as linkage of cost and schedule baselines to 

,If ~ .. 
change management·~rocesses and controls; 

- " b. A P.roJect Execution P.lan deflnlng•ttie basis of the schedule and the estimate, and key -... assumptions supportfno Project baseline cost and schedule; and 
c. Coordination ~rocedures for administration, execution control and management of the 

contractors' cost and scheitu[e • ... 
2. Project reporting summarizes key Information on construction cost and schedule, Including: . ~ ., 

a. Sctledule forecast a d progress leveraging the IPS, Including crltlcal path and float review; 
and J 1 

b. Cost forecastlno,, lncludlng Estimate To Complete, Estimate At Complete, variances and 
trends, as well as basic contingency forecasting. 

V 
3. Nalcor's continued efforts to work with contractors on maintaining a dlsclpllned approach to 

project management, control and reporting. 
4. Proactive measures were being taken to manage potential clalms. 
5. Cost and schedule Issues and risks arising during the Project were subject to active and 

formalized management. 
6. A matrix organizational structure had been established, responsible for managing the Project 

as a whole. Key roles in this organizational structure had been staffed with resources 
experienced In cost and schedule management. 

Rev,ew ol Muskrat Falls Cost and Schedule Manilgemenl Processes and Controls 

Prepared for lhe Muskral Fillls Oversight Commillee 
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The followlng 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 systematically rolled up Into the Na1cor 
Integrated Project Schedule CIPS) that forms the basis of reportlng,to the Oversight Committee; 

3. A completion date had not been established for finalizing an In eiuated baseline of contractor 
and IPS schedules to correct the issues noted In #1 and #2 at;o e. 

4. The IPS development and maintenance process Is not fu I , ocu ted. 

Key cost management process and control risks 

1. 

3. 

V 

4. 

Until such time as the manage ent process and controls risks and Issues Identified In this report and ,. . 

the supplement a~ dress~% the completeness and accuracy of Project cost and schedule status 
reporting to the ave slc;iht,Gommlttee cannot be fully verified. 

Key recommendations 

We recommend that the Oversight Committee: 

1. Work with Nalcor to obtain management response for each of the findings noted In this report 
with defined corrective action, responslblllty and anticipated completion dates. Given the 
volume of Project activity (burn), tlmellness of action Is crltlcal. Therefore, the Oversight 

Review or Muskrat Falls Cost and Schedule Management Processes and Controls 

Prepared for the Muskrat Fa' ls Oversight Committee 
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Committee should actively monitor status and verify completion of management response to Its 
expec tatlons. 

2. Consider conducting detailed assessments of the cost and schedule status of the Project on an 
ongoing basis 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 Falls Cost and Schedule Management Processes ancl Control~ 

Prepared for tho Muskrat F'alls Oversighl Committee 
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EY I Assurance I Tax I Transactions I Advisory 

About EV 

EV is a Qlobal leader In assurance, tax. transaction and advisory 
services. The Insights and qoality services we delver help build trust 
and conndence In lhe capital markets and In economies the WCl'ld 
over. We develop ootslandlng leaders who team lo deliver on our 
pronises to all of our stakeholders. In so doing, we play a crltlcal role 
In btilding a better working world for our people, for our clients and 
for our communities. 

EV refers to lhe global organization and may refer to one or more or 
the member firms of Ernst & Young Global Limited. each of which ' 
separate legal entity. Ernst & Vounv Global linlted, a UK com 
llmlted by guarantee, does not provide services to clients. For 
lnf ormallon about our organization, please visit ey .com. 

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

ey.com/ca 
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Parsons, Kelvin 

From: 
Sent: 
To: 

Cc: 

Subject 

Secretariat, Cabinet 
Monday, January 25, 2016 10:38 AM 
Ball, Dwight; Bennett, Cathy (Minister); Burt, Paula; Byrne, Gerry; Coady, Siobhan; 
Haggie, John; Joyce, Eddie; Mullaley, Julia; Murphy, Tim; Parsons, Andrew; Parsons, 
Kelvin 
Roberts, Edna; Connors, Heather; Power, Colleen (HCS); Glynn, Valerie; Manning, 
Rhonda; Jarvis, Carolyn B.; Haynes, Brenda; Murphy, Marina 
Call In Numbers for Policy & Planning Briefing today 

Inform a • n.f~ollcy and Planning Briefing - If you are unable to make it: 

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

3:30 pm 

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; 
Mullaley, Julia; Murphy, lim; Parsons, Andrew; Parsons, Kelvln 
Cc: Roberts, Edna; Connors, Heather; Power, Colleen (HCS); Glynn, Valerie; Manning, Rhonda; Jarvis, Carolyn B.; 
Haynes, Brenda; Murphy, Marina 
Subject: Policy & Planning Briefing 

There wlll be a Policy & Planning Briefing today, Monday, January 251h. In the Premier's Boardroom at 3:30 pm. If for 
some reason you cannot attend please call In at 729-3968. Tllanks. 

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

Cabinet Secretariat 
Office of Executive Council 

·Please do not ,ep/y to this email es this account is not monitored outside of regular working hours. Thank you. 
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Miles, Peter 

From: 
Sent 
To: 

Wayne Myfes <wayne@mylesandcompany.com> 
Friday, January 29, 2016 12:06 PM 
Miles, Peter 

Cc: Alexander (Sandy) MacDonald; docs docs 
Subject Blackstone/TOI meeting with the Premier & Minister of Natural Resources 3 February 

2016 at 8:30 AM 
Attachments: NL Meeting Bios_02.03.16.pdf 

Good morning Peter. 

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

You have confinned that the NL Government attendees will be: 

Premier Dwight Bal] 
Minister of Natural Resources Siobhan Coady 
Kelvin Parsons, Chief of Staff 
Tim Murphy, Deputy COS 
Peter Miles, Senior Advisor Economic Policy 

I confinn that the attendees representing Blackstone and TOI will be: 

Sean Klimczak, Senior Managing Director, Blackstone 
Donald Jessome. CEO, TDI 
Todd Singer, Senior VP, TDI 
Wayne Myles, C&P 
Ale,cander (Sandy) MacDonald, C&P 

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

The proposed Agenda for the meeting is as follows: 

(1) Introductions 
(2) Blackstone - TDI Overview 
(3) Markets aod the Gull Island Opportunity 
(4) Hydro-Quebec involvement 
(S) Next steps 

Peter, please let me lmow 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, p]ease confirm receipt of this email and attachmenL 

Wayne Myles, QC 
counsel Cox A Palmer 
Mail: P.O. Box 7056 Station C, SL John's, NL Canada AIE 3Y3 
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Courier: Suite 1100 Scotia Centre 235 Water St St. John's NL AlC 1B6 
Direct Voice: 786-991-9007 Cellular: 709-685-0889 Fax:709.738.8083 
Email: wayne@mylesandcompany.com 
Web: s;oxandnalmerlaw,com 

NOTICE: The infonnation in this email and in any attachments is confidential and intended solely for the 
attention and use of the named addressec(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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Exec11tive Bios _ >-i · .. -.-/·· 

·•··· -"-~-

Sean T. Kllmaak, Senior Mana&fn1 Dkector- Blacbtone. SlmeJolnln1111,tbtane In 2005, Mr. Qmcuk has been lnvolwed In the execution of sevmil Blackstone ~menlt, lncludlnl vartaus 
Sllhli! Global Investments (lndudlnl Gcnway, Buf11all, GNP Mlriffles and SK5), O!ffllen! Energy Parln1rs, Fllll!mi, PQ Energy, Utllly One Souru, Mnfwlnd, Transmission Developen, American 
PellDleum Tankers and The Weather Channel. 

Bekn Jalnln, B\acbtane, Mr. KRmcuk was an /\uatblta at Madison Dea1bom P1nn11rs. Prior to that, Mr. Kllmcuk WDlked In Iha Me11ars r. Acqulsllluns department of Molpn Stlnley & Company's 
Investment Banklna Dtvisla"-

Mr. Kllmcuk m:dved 1 8.11.A. In Finance and Business Ecanomla f,om lhli! Untvenlly of Nolle Dime, when! he 1radu1ted summa cum laude illld was elected to Bell Gamma sicma, and an M.B.A. with 
Hlch Distinction fl'Offl Hll!Wtd Business Sthool, where he 1radll1ted with the hl&hm academic stnl111 In his dan and wis stlecled as a Baker~,. a Jahn L loeb felaw, a Henry F«d JI Scholar and a 
wmLam J. Carey seholar. Mr,Kllmcuk seM:S as a dlredar of sttht! Global, Chenlere Ene,ay Partnl!l'I, Flslerra, PQ EneflY, Ullllty One Source, Meerwlnd, Transmls11Dn Dewlapffl and The lllacks!Dllt! 
Charitable Foundation. 

Donald Jessome, Chief Ellecutlve Officer-Transmission Developers, Mr. Jasume hn sp1nt his entire t1reerln the eMflY Reid, startln1 with 22 years at Emera Inc., a publkJv traded company In 
C.anad:a with S5.3 blllon Jn ffle'l'( lnfrastructunt HM!ts c11n1ered Dl1 power and natural cas. Mr. Jessam11 waned In a broad ran~ aJ a,eas while 11 Emera, lndudln1 tr.msmlsslan & dlslribullon operations 
and canslrucllan, lntea,aled syslem pLaoolna. system operations, 1en11ra11Dn oper.atlans and fuel pnl(Ul'ement, marbtlna and sales, and mast reCftlt!v Director of Auel Opllmllallan and PowerTradlnl 
far Emera Enl!rff Inc. a whollv awned nunre1ula111d lradln1 and asset opllmlzallan company of Emera Inc. Dunne this tenure Mr. Jusome has sat an numerous advisory buanis, lndudl,. his membenhlp 
u one of the lnauaural members or the NBSO Ma••et Advisory Committee and a founding member or the CEA Power Mar•et1n1 Committee. He has utenslw! linawled1e of the power m,rtcets In the 
Nanheast lndudln1 ISO·NE, NYISO, IESO, Tramlneflle, N8SO, and PJM th1ough hk extensive marlleUrc and tradln1 l!Jlperlena with bath lht! rqulatl!d and nanreaulatcd business at Emrr.a. 

Prior ta ca-fDUndinl Transmission Developen Inc., Mr. Jessame Jolned RIYerbank Power In 2008 as Vice Pre,ldent of Markellnc and Tradln& to help the company dl!Yl!lop Its commerdalltallan stratqy for 
Its 1,000 MW undersn,und pump-starase technakJ&y, referred lo as Aquabank ... This strall!ff Included the d11nlopm11nl of 11mnamlc mad11ls ind prosrams far the sale of 11nerty, Cllp1d1y and ranawable 
1ttrlbutl!S far bath the reaulated and 1Nrkel·b1wd ene,gy m11kets. In .idltlon. Mr, Jl!Ssame was respanJlble, alon1 with the CEO, for ralsln1 equity On.inc.Inc far Rlverblnk's defflopment plans. Mr. 
Jusame Is a baanl member of Riverbank Power. 

Mt. Jessome earned his undellf'ldUale dearee In Electllcll Enctneerins from lhe Techlllcal UnlYenllY of N- 5colla (currendy referml to as Dalh1111ile Unlversltyl In 1987 and his Masters of 8ushless 
Administration, with DlsclrKtlun, fnlm Saint Mary's University In 1!199. 

Todd Slflser, Senior Vice President • Project Development & Fin.nc:e, Treasurer - Transmission Developers. Mr. S1n111r 1, the Senior Vice PresJdeM al Project Dl!Wlapm11n1 & Finance, and 
Treasurer far Tran1n11u1an Developers. H11 Is a smlor apanllna 1111d nnance eucullwe with 20t years of dlversl! COfPQrate and Investment b1nkln1 eiiperlence. He hH sll/llflcant eapenlse In 1h11 
altffl!aUVe 1111111'1 and pawer/utlllty Industries. Durln& his Investment banklna career, Tadd was rupanslbl11 far Drilfnali"I and necutlna °"' S97 bllllon In ca,illal marluits transactluns and S3.6 billion In 
Mr.A lrlnsactlons. Tadd was farmertv the rounc11111 princlpal or Brookdale Energy Advlwrs, a strateslt and rinartc:lal conwltln1 busl.ss foaased an alternative enerav. In that tole, he served as a 
cansullanl and head of stnteCY and corporate development ror a wind ,ne,gy storau campanv and as a canwltanl with the Na1ura1 Resauins Defense Councll In Its Center ror Marl&et lnnovallan, where 
he was rDa&Sed an '"l!lllV efficiency nnance. 

Mr. 5kl&1r wcried far DYff elahl ye-,s Han Investment banker at Mor1an Stanley, where he was an Eaecuthn! Director In Global C.apkal Markets. Folawlna business sdlaal, Tadd was also a cansubnl al 
Price Waterhouse Coopers and an Investment banker at Bank of America. He also worked In advertlsln1 finance at Time Warner's Time Inc. subsidiary. 

Tadd received his M111ers or 8usinas Aclmllllstrallan from Columbia Business Schaal and his 85 In M1n11ement with a minor In Art Hlsta,y from Budulell Unlvenlty, Todd Is on the BDllnl or Directors al 
the Bucknel Alumni Auoclallan and wu for,nerly lhe Co-Chair or lht! Bucknell Prafesslonal NelWOfls, a 3,SOD-member network of alumni awerinc a broad ranae of Industries and dlsclpllnes. He WilS alJD 
the foundlna Ca-cbllnnan of !he Budnel finance Network, a worldwide network of all Bucknell alumni worlun& In flnanc:11. He Is also a rarmer Chairman of the Reunion GIit Commlltee and has bl!en a 
1uut ll!durer at lludcnell. 

, TOI New Englland ·-~~ 2 ~ 
Transmmk>n 

_..._ 
·--
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Transmission 

Oewllapei, n:. 

., ii&U#,wJ.l._ 
Bbckstc >ne t m1 New England 

.. --·-
GULL ISLAND / BLACKSTONE P AR1NERSHIP 

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: 
• Gull Island is the best remaining hydro resource in North America, but r~uires loog-tcnn contncts to bring to fruilioo. 
• The NL Go\·emmcnt wanes to increase hydro exports and is interested in finding partners to dcvc)op Gull lslaod. 
• Bbckstooc is seeking to invest in luge energy infuutructw:e opportunities. 

• Bl:ackstooe has c.~pcricnc.c to•dc:vcloping hydro outside of the U.S. 

• Bl:ickstonc h:u; the transmission Projects to coMcct Gull Jsland to U.S. energy m:u-kets. 

WhyNow? 

• 

• 

Thomands of megawatts of fossil-fuel and 
nuclcu generation ·within the Northeast will 
rcr:irc over the next deadc due to aging plants, 
cubon reduction goals and political will - the 
regioo can't meet this danand through in-region 
supply. 

The New England :and New York energy 
markets have developed an ~precedented 
appetite for long-tam, basc-lo:id, clean power. 
These markets hn\"C some of the highest power 
prices in the U.S. and place a prc:µuum oo clc:an 
power. 

New Engl:ind is seeking -201Wb/annually 
of clean power via long-term cootracts 
dlrough the Tri-State RFP and pending 
Energy Legislation 

NYC will issue an RFP in 2016 for an 
additional 4-51Wh/1UU1uall)" 

t.L\, CT and NY must reduce emissions by 
approxim2~y 80% by 2050 

IDI's transmission solutions in Nc:w York (Champlain Hucuon Power Express) :ind Vcunont (New England Clean 
Power Link) will be permitted by the end of 2015 and poised for consuuction in 20l6. These transmissioa bncs uc 
supported locally aad uill pro,-ide uncongested access to the population centers in New York and New England. 

HQT is acth·dy stud}ing ID['s intcn:onnection request to wheel power from L:abrador through Quebec to the U.S . 
border. 

ABoUT TIIANsMmlON DIMD.OPIDIS. TOI w;1 founded in :?OOB ,.;tb lhc l!fW of cle\-doping unictw: energy inn,inisJion rn,jcca in 1111 

cn\"Wllfflml:llly rcsponsalilc: m:inncr, The compmy, h=lq=rtcml in Alb:uly, NY, uses H\'DC able to link dc:m, hish)y compclili\:c 
gcnmdon n:.souta:1 wilh nwlccts th:at ncccl 111ptlly di11miir, enhanced rcmbiliiy :and long term ln111ct emu. TDI ''21 :acquiml by the 
Bl:acl111011c Group in Janu:uy 2010. Mon: illfa~tion is :1v.ubbk! :it www.u:uisauuioatlcvdopcn.com. 
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Blackstone 

BLACI<ST0NE OVERVIEW 

Finn Qvmic:w 
Bbcknonc is a premier gloml investment firm th:lt staves to provide solutions tbar create bsting \-:aluc for our invi:stors, the companies 
ill which we invest and society at luge. The furn w:as founded in 1985 b)' Stephen A. Schwuzman, our Ch:wm:in and Chieffuccutivc 
Officer, and Pcrer G. Peterson, who retired :is Senior Ch:iimwi in 2008. They bcg:i.n with a modest b:ibnc:c sheet of $400,000 but with 
a wc::ilth of entreprcnc:uml idc:is about creating a world-cbss im-esb1\cnt bwincss built on a Coundiuion of uncompromising 
commitment to acellcncc. Their vision w:is ro create a firm th:it put clients' ncc:ds fin 1, that W2S indcpciidcnt and con flier-free, adhcn:d 
ro lhc highest ethic! s1:1nd:icds and sought to create long-term \-:aluc: for llll srakcholden. 

Tocby, Bbckstonc: has more th:in 2,000 cmplorccs in 2.2 offices '1.urldwidc with ponfolio comp:in.ic:s cmplofing more than 616,000 
people across the globe:, rmking us a m:ijor factor in economics :i.round die world. 

In June of 2007, Bbc:kstone completed its initial public offering and is lisrcd on the New York Srock Exclungc under the symbol BX. 

AhcrnariYc "3m Maoa~mmr Ovcoiew 
Bbckstone is the world's l:ugest indc:pendcnt :llu:m:icr.-c: :user manager, scr,.ing the in\-cstment needs of lc:tding public pension funds, 
academic and charitable instituuons and olhc:r Ul\'CStors for nearly 30 >=· Our funds include priv:ite equity funds, real c:scuc: funds, 
cusiomizc:d hc:dg(: fund solution funds, cn:dit-oric:ntc:d funds and publicly trnded closed end mutu:11 funds. In addition, we pro,ide 
invcsnnent 11d~cc: and management secviccs to instirutional invcsron through a \':lCc:l)· of 1eparatcly managed accounts. The: firm's 
gm! is to deliver enhanced returns and capital prc:sc:rvation o,·er 1hc long term through :i rigorous applicalion of 1harp intellect, skilled 
=gcmcnt :ind signifianr c:ipi!:11 mourccs. Thu 11pproach has lc:d the 6nn to pUDue di,,:ne in\i:stmcnr opportunities on a global 
sc:llc:. Tot:11 Aucu Under Man:igc:mcnr were $333 billion as of June: 30, 2015. 

Eocrg)' Commirmcoc 
Bbckstonc: has II deep, long tcnn commiancnr 
to energy and narunl rcsourccs wi1h signi6canr 
gremfield and brownfield dcvdopmcnr 
c:spcricncc:. 

• ..\cth,: in\"c:stor in the cncrm· sp:icc:: 
- $2.4 billion energy fund r:iisc:d in 

September 2012 
- $4.S bilbon energy fund r.iised in 

Febnwr 201S 
• Purchased Transmission Ocvclopc:n, 

Inc. (fDI) in 2010 and is funding thc: 
dc:,.·clopmcot for both !he Champbin 
Hudson Power Exprc:H and ~c:'1.· 

England Ocan Power Link projc:cts. 
Blackstone is committed ro providing 
100"/o cfrhe cquic:y required Cor these 
projects which combined will cost 
11pproitlm:irdy $3.4 bilbon. 

• In :1.ddition to ml, companies in !he: 
Bbckstonc C:Rcrg)' ponfolio include: 

5 smtE G\.DBAL 

--~--~~----·----.--..-...... .....-. ....... _,~ __ ..,._ ___ ...,. .. _ ---........ _, ... _,._ __ ,_ 
- · •-.,.a.••-M•---·-·--.. --==--_......,... .. ____ . ___ ._ __ 
................. _ ...... -......... _.,_....., ------·--------------·-"'-···-·------:=::~=:::=:z=w.. ........ .:--~ 

- _,..,_ ............. --... --·-------·-·--·--·· .. -~,--

- Of&horc M\V: www.offshorcmwllc.com 
- Fistcrr.a Encqy: www.futc:rncnetg)',com 
- Ony,: Renewable Putnc:n: www.onyxrcncwablc:s.com 
- Silhc: Glob:il: www.sitheglob.d.com 

. ...... _,.... __ , __ __, ... _ 
===-·----........ _, ___ _ 
--·--------.,.,,_.,.., ___ . ____ ..,_ ·------ ··- ··-·--·· .. , ==--=~-=:.-=:::.-

~.==51 

•• 
&--

- • -i:-..:::-.:: 

ABoUT BLAasTONE. Dbckstonc: is one: of the "'inld'1 lc:roing iavc:stmcnl 6mi.s. We Jcclc to ~,c: posilivc ccoaamic impact and loag• 
term v:iluc furollf iavi:siors, the: comp:mics v.,: mvat ia, :wl the COQlinllniiics in which lllC woik. ~'c do lhis by u!ing ~a:aordin:uy Jl"-oplc 
:ind llc:xiblc cpiw 10 hc:lp comf)21Ucs solve: problems. Our :issct m;in~c:nt businesses, wilh CJVtt S3l0billlon ill asset, under m:wgcmcni:. 
indudc iav.:sancnt vchida focus,;d on private: a:quity, real esrarc, public debt :a.ad a:quity, ano,iavcsanc:at gr:idc: cn.-dit, real assc:u :and 
IICCOIIIWJ fund!, 211 DC1 a glob:al b:uia. Bbc.ks,~ wo provitlc, v:uious 6nanci:al advismy scniecs, indudias financial :md ,cnrq;ic: ail.vuoiy, 
ramiauring :ind rtOCJ!21UZl1Don ad,"UafJ :ind fund pbccmcnr sc:rvica. Further infDffll2rion is aV2ihblc at www.bbcbtonc.com. 
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Transmission 

~rslnc. 

_,HSMA~--~ 
www.chpc:xpms.com 

.-\Jbany, NY: (518) 46S-0710 
New York, NY: (212) 408·5190 

CHAMPLAJN HUDSON POWER EXPRESS 

The Champlain Hudson Power E~-press (CHPE) is a 1,000 lvfW high voltage direct current 
(I-rVDq Wldcrwater and underground transmission line bringing dean, low cost energy from 
the U.S.-Canada border to New York City commencing operations in 2019. 

PROJECT BENEFITS 

• $650 ?\IM in :annml s:i,ings for :,,...•y 
r:ucpnyers 

• 1,000 MW - enough power 10 

ser.,: 2pproxinutdy oac million 
,esidcnti:J customers 

• GHG reduction of22 million CO2 
tom per }'C:ar 

• Suppon for ecooomic growth, 
cre:ating 300 ditcct jobs dwing the 
3.5 ye:u coostnJClion pc:tiod aod 
another 2,000+ indirect jobs o,·er 
the project life 

• Signi6c:aac :aan~ we p:aymeats to 
communities :along route 

• An unpcecedcotcd $117 M,\[ 
En,imllllWlt:al Trust cst:iblisbed 10 
impro,i: aqu:atic cn,iioamcats 
where the project iJ located 

• Bl:lclutut capabilil}' - substantully 
incn:2sing the elcctcic systems 
ability 10 reswt :after catlSttophic 
c:vcots llUCb :u Huaicaae Saody 

Tlus innov:11h,: project provides clan, low cost hydro power to fuel 
economic gro11.,h while providing significant cn\"U"Onmcntd and consumer 
benefits 10 New Yorkers, Two fh·c·inch ables will be bwicd under Lake 
Clwnpl:un and the Hudson Rwcr :and along railroads and other public 
righ15 of w:l}' uulizing technology th:at has been C'Ommcrciallr pro\•en over 
the lut 60 yc:an. The bncs will be in opa:11ion foe over 40 fc:tn, reducing 
lhc need for aboveground tansmission lines And providing New York 
S1211: with :a long term highly rcli:lble supply 0£ abundant clean en~·· 

Bbckstonc ~'\"SE: 8).'), the wgcsr altcm:ati,·c a.ssct mamgcr in the ,111odd, 
will pl'O\ide IOO'I~ a£ the equity required Cot the $2.2 billion project. 

BRINGING AFFORDABLE 

CLEAN ENERGY TO NEW YORK 

PROJECI'NEED 

• Ju hudcncd in&asuucrurc will 
mllke ~"Y's :aging energy grid s:ifcr, 
mon: seam:, md more rdi:ibk 

• It will iacre:isc S)"Slctn secwiry 
because lhc cable tr.uismis sion 
1p;tem u undcrgrou.od / 
undcr11.-:i1er 

• It will :add fuel divcnity while 
reducing upst:ih: / do1o-nstatc 
tnmmissioa congestion 

• It will provide a new soun:e of 
enc:rm• to replace aging NY power 
pwus 

• It is consistcor 'o'ith pubhc policy 
go:Js of increased n:ncw:ablc cnc:rg)' 

• It will pl:ir a signifu:ant role in 
:achie,ing New \'odt's c:arboa 
emission go:ih • 3()0/o reduction by 
2030 and 80% reduction by 2050 

PROJECT STATUS 

• Fully pcanined: 
- NYS ,\rticlc \11 n.,:ch,:J April 2013 

- NYS \Vah:r Quar, Ccrti6a1t 
n:ccivcdj:anu:u:y :!014 

- U.S. o~-p2nmi:nt off~· Fin:tl 
Cnviroomi:ntil fmp~c1 S1211mcn1 
urucd,\ugus12014 

- Pn.'fidcntbl Pc:rmi1 rccci\·ro Octobt.., 
20H 

- U.S. :\rmr C111p1 Pcmit m:i:i\·cd 
Apnl2015 

- Aulhnriz2ri11ns bf N2rimul Marioc 
Fishcric,, U.S. Fish :ind \\ildltfc 
Sctvicc, U.S. Dcp:inmi:nr nC SQtc, 
U.S. Dqnrancnt 0£ Dcfcnsc, J7edcnl 
r.nLw Rcgubmlj C.ommission 

• Fimac:iog. engiacering, 
constNction and =ufacturing 
:agtccmcors structured; :active 
discussions to 6.n:ali:zc: suppl; 

ABoUT TIANSMISSION DE\IELOPBRS. TOI w:u (uu11.1Jec.l in 2008 wilh the: gm! of de\•cloping uuictuc Cllr:rgy umflllim011 projcca m :u1 

enviroamcnlallJ rcsponJibL: m:moer. The comp:iny, h=dquutffl:d in Allany, NY, 111CJ H\'DC abk ro link den, highly compclitn'I: 
gcncr:uion =nurca ~ith awkc:1s thar aced supply divc:ni!J, cnhanca.l n:lwriln; :and long icrm lowu costs. TDt ,v.as :acquin!d by lhc: 
BbckslOllc Group ia J:anu:vy 2010. Mon: iafonmlion is ll\-:ubblc: DI www.blllUDli.ssiaailcvdori:n coin. 
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..& TOI New England 

~- .. --·- www.nccplink.com 
vr Office: (802) 477-3830 
NY Dr6cc: (202} 408-5190 

NEW ENGLAND CLEAN POWER LINK 

PROJECT BENEFITS 

• An estimated $1.6 billion in 
cncxgy cost reductions within 
New England in the first 10 years 
of operations 

• Up to 3.3 million tons of CO2 
reductions annU3llr 

• -$900 million in tlllC and lc:uc 
payments tc V crmont o,•cr 40 
years 

• -$300 millicn in electric.I and 
environmental benefits to 
Vcanontcrs through newly 
established funds over 40 years 

The New Englaad Clea.a Power Link (NECPL) is a 1,000 MW high 
voltage direct curreat (HVDC) uadcrwatcr and underground 
transmfssioo line bringing clean, low-cost energy from the U.S.
Canada border loto New Englaad commencing operations in 2019. 

1n.is 1 S-1 mile long bw:ied transmission Project is ptoposcd within Lake 
Champlain and along public transponatioo corridors within the State of 
\' c:rmont. The Project aims to bridge the sub$tantial geographic gap 
between Canadian Supply and the vibmut New England energy madtct. 
NECPL is poised to be the first tansmission solution in New England. 

Blackstone (NYSE: BX), the wgcst rutcm:itivc nssct maruigcr in the world, 
will p,o,idc 10~~ of the cquirr required for the $1.2 billion project. 

Tbt dmbpm ofl\'ECPL ttrt llho dl,d1ri1& t« C~t1 l-111:lan Portr E.Jtpnu ;,r NnN l'or,l 

PROJECT NEED 

• 8,000 l\.IW or existing capacity is 
set to retire in New England 

• New England has aggressive 
emission reduction go:ils tlut 
require ioacllScd imports of clean 
power. 

• New England bu some of highest 
electricity ntcs in die U.S. 

• The Region is becoming over 
rcli:int on Natural Gas which has 
resulted in winter price spikes. 

• The New England Govcmors and 
Eastern Canadian Premiers 11rc 
comnuncd to ioaC2SU1g hydro 
imports into the Nonbcut 

PROJECT STATUS 

• All major pc.muts c:xpcctcd in 
2015, includin~ 

Prcsidcntw Pcanit 
VT St:itc Siting Permit 
US Army Corps Permits 
VT En,-ironmcntal Permits 

• The Project has no opposition 
and Agreements ha,-c been 
executed "'ith the kC)' Vc:nnont 
stakeholders 

• fa-a.11.l:lting mulaplc commc:rci:u 
options for shipping po...,-cr 

• Equity fio1U1cing scc:uttd; debt 
financing identified 2nd :1,-:ulable 

ABoUTTDI NBWENGLAND. TDI New Engbnd P :I flbclcsl®C: portfolio c-omp:my. Bbw1011c U :I lculcr in :1hcm:1tivc: llHCt 111:in:igcmcnt 
'4ilh over $279 billion under m:an:agc:inmt. The: dc:vdopcn lu\"C :a .1tmng rr.ack record or working in rumcrship with loal communilic:1, 
residents, clc:ct~ official,, and other ,r:1lu:holdc:n 10 dc:vdop projccu clur ma:r unique: en~ nc:cdt or growinR L'CDnomi&:s, combar:ing 
clim:atc cluage \1/hili: minimizing loal impacu. Mon: ii1£onm11un 011 cbc proj""' .1nd the comp:in7 ii av:iibbli: :ar IIIWW,nc:cplink.cnm. 

Dom.Jdja,omc: I Chicf'E.sca.itin:Officl..'I' I (518)465-0710 I QmaJd J,;;unmc:@rbnlk:c'ID 
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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. 

J essome 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 192-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 

retirement 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 ion.chesto@globe.com. Follow him on Twitter 

@ionchesto. 

Get Today's Headlines from the Globe in your inbox: 

Enter your email address SIGN UP 

Privacy Policy 

SHOW 5 COMMENTS 

C 2015 BOSTON GLOBE MEDIA PARTNERS, LLC 
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Miles, Peter 

From: 
Sent: 
To: 
Cc: 
Subject 

Hello again Peter. 

Wayne Myles <wayne@mylesandcompany.com> 
Thursday, January 07, 2016 12:33 PM 
Miles, Peter 
docs docs 
Fwd: TDI NL project Re: Blackstone Meeting 

Further to our recent discussion, I wanted to mention that TDI/B)ackstone received its Vennont state final 
approval Order and Certificate of Public Good on Tuesday for the New England Clean P.owerLin:k project. The 
story in the Boston Globe is worth a read. See: 
https1/wwwJ,ostonglobe.Si9DJt1m§ioSi-5®16/QJ/06/ymnont-powq..:JmaPPEQVal-am1d-giye-momentum
baker-hydro-bill/iivkmyGUm8IRIRJctOeTgIJstoty.html 

Among other things, it mentions TOI 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 .0. Box 7056 Station C, St. John's, NL Canada A 1 E 3 Y3 
Courier: Suite I 100 Scotia Centre 235 Water St. St. John's NL AlC 1B6 
Direct Voice: 786-991-9007 Cellular: 709-685-0889 Fax:709.731,8083 
Email: wayne@mylesandcompany.com 
Web: coxandpalmerlaw.com 

Gov. Shumfin VT 

FOR IMMEDIATE RELEASE 
January 6, 2016 

Gov. Shumlin Statement on TDI New England Approval 

MONTPELIER-Gov. Peter Shumlin issued the following statement after the Vennont Public Service Board 
granted a Certificate of Public Good to TD I-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 a 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 Vennont Through negotiations with TOI, 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 Vennont, and $136 million in savings for 
Vennont ratepayers. 

"We know th.is isn't the only transmission line proposaJ but the approval of this project is a positive step 
forward for Vennont, the region, and our shared energy future." 

Gov. Baker Mass 

"I commend Governor Shwnlin 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 infonnation 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 ofiL 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 

2. 
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.. 

• The LC Project financing structure can be thought of 
in 2 stages: 
c:§)nstructio!1)iurlngwhfch financJngls provided and 

used;and 

~o;}du~ng which the financing Is repaid 
• Cana a requires both stages to be in place to 

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 

2/8/2016 

1 
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• The financing structure described was finalized in 
November 2013; minor amendments were executed 
in2015 

• The documents to be sle,ted by the Province will be 
highlighted: 
- The Equhy Support Guarantee(s) 
- The Intergovernmental Agreement 

Com11111ctlon activities 

--------

. 
2/8/20:J6 

·, 

2 
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• The Project components were transferred from 
Nalcor to subsidiary corporations and organizations: 
- MFCO, or Muskrat Falls Corporation 
- LTACo, or Labrador Transmission Corporation 
- UL LP, or the Labrador Island Unk Limited Partnership 

• These corporations were created under special 
provisions of the Energ; Corporations Act 

• The corporations and the limited partnership are not 
_!geOl§ of the Province or Natco,r. 

- 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: 
- Eqully Support ApMtments / Eq~ Suppoit Guarantees 
- lnte1JP,'emmental"'8efflent 

2/8/2016 

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

1,l 
l Emera l- !-21%n9% !---! 100% !-· ----

1 /\ 

Const/udlon acUviUes 

Collateral Agent 
----- r-----,. I.IL Furdng Vehlcle MFCc, / LTA Funding 

Trvst Vllhlclo Trust 

Construction acllvlUes 

I 

2/8/20.16 

fleJ,~ 
.~~iy.,. 
&) ?c.,.::h-_ --lo 

~7· 
4 

-----------
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Construction adMlles 

• The Province guarantees Nalcor's equity 
commitment to the Project under the E'SA 

• 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) 
- Contingent Equity (to cover all cost ovenuns to 

Commissioning over Base Equity) 
- Contributions to debt servicing and llquldi1¥ 

accounts, required as preventative elements by 
canada and credit rating agencies. 

2/8/2016 

/'fp,.,fc-,,
~....,..,, M,cJ.. 
~~~ 
~,~ 

v,-,/e.:«; 

/,-,/, 
1"41'-~ ;, 

5 
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• Through the ESG, the Province provided a 
completion guarantee for each Project. 
- These are absolute commitments payable within 5 days 

on demand 
- The Province has waived all customary defenses 
- These commitments are not subject to budget 

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 ablllty to pay off debt as opposed to 

complete the Projects 

• 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 
A{O'eement was expressly restricted to those 
definitions relevant to the ESGs 

. 
2/8/20,16 

6 
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Flnanclal lnslllullan / ~ / Hldge Pnwlden I Bandhcld•B . lnl0f90weiu, ... ...a 

~•Ila... Elµly5'41pcrt=- I 

6-anlM 

~ l- .. "' 

,-------- C~ollateralAgenl 1 •+111ft•p••+• 
MFCa / LTA fuldlng 1:qu11y 5uppat 

Vehlc:leTRISI ' As,wanan1 

~<~--

Con5trucUon acllvllles 

• 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 P~ ·nee to: 

• This commitment applies throughout Operations 

2/8/2016 

7 
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• If 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: 
- Falls to fund equity to Project completion 
- Changes legislation or otherwise alters the established 

leglslathle structures for repayment (discussed below) 

Construction adMlles 

___ , ___ _ 

. 
2/8/20·16 

8 
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• On the strength of: 
- the financing structure 
- the securtty over the Projects 
- the ESAs and ESGs 
- thelGAand 
- 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. 

• Fonn of the FLG similar to the Province's ESGs 

ConslnJctlon adlvlUes 

2/8/2016 

9 
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• In the Operations phase the focus is on the 
revenue stream to the Projects, which is the 
basis of repayment of the financing 

MIMI 

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

2/8/2016 

10 
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• 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 UL LP and MFCo and 
Newfoundland and Labrador Hydro include: 
- Power Purchase Agreement (PPA) 
- Transmlssion Funding Agreement CTFA) 
- Remedies Agreement 

• These agreements have been negotiated with 
extensive involvement by the Province 

• These "Revenue Agreements" have tenns matching 
the expected financing arrangements of the various 
Projects 

2/8/2016 

11 
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• • • • Collateral Agent • ....--- - .... ----.a.--: NHN 
• -------__,. --r===~=f . ....._ _ _:•••••••: 

• 

• The Province has created a legislative 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 electrlclfy monopoly in NLH / 
- Ordering the PUB to Include Project-related costs in rates 

. 
2/8/20-16 

12 
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. ' 

• Implementation of such a structure by the Province 
was a requirement under the A.G 

• The structures created were approved by Canada , 
and are being relied upon by Canada in Its want of 
the FLG. 

• The IGA's commitments Include a commitment to 
maintain these structures until the financing Is 
repaid (and the A.G falls away). 

F1nandal lllllllullon I unden I Hedge PnMdln I Bondllolden ~ lfllllOO,amaql 

=• • Collateral Agent • 

-------- : FEE 
• -------- -· •••••••• - . • 

2/8/2016 
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• * . 
2/8/2019 

• Questions 
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Murphy, Tim 

From: 
Sent 
To: 
Cc: 
Subject: 
Attachments: 

Mullaley, Julia 
Tuesday, February 16, 20161:32 PM 
Ball, Dwight; Parsons, Kelvin; Murphy, Tim 
Bown, Charles W. 
FW: Summary of IE Nov site visit report 
IE Nov 2015 Site visit - Summary of Report comments and highlights Feb 16 2016.docx 

Please see attached from Ed. I will follow up to determine when IE report will be made public given statement in Report 
re Nalcor will bl! releasing new completion schedule for Powerhouse and Intake by end of Ql. Charles, I will leave for 
you to provide and discuss with your Minister. Thanks. 

Julia 

From: EMartJn@nalcorenergy.com [mallto:EMartin@nalcorenergy.com] 
Sent: Tuesday, February 16, 2016 11:06 AM 
To: Bown, Charles W.<cbown@gov.nl.ca>; Mullaley, Julia <JMullaley@lgov.nl.ca> 
Subject: Fw: Summary of IE Nov site visit report 

FYI - please share with the Premier and Minister and other folks as appropriate. 
tks 
Ed 
- f orwarded by Ed Martin/NLHyctro on 02J16/20t6 11 :04 AM-

From Karen O'Ntll/NLHydro 
To Paul Han1ngtonlNL.Hydm@NLHydn,, GIibert Bennllll/Nl.Hydro. Ed Martln/Nl.Hydru0NLHyd,o, Lance Clarte/NLHydrc,GNL.Hydn, 
Cc Steve Pelerln/Nl.HydrDCNlHYDRO, James Meaney/Nl.Hydro@NL.HYDRO 
Date 02/16/201 B 10:50 AM 
Subjeel Summary of IE Nov site visit report 

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. 

I will send these points to DNR now and let them know I 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 Astaldl to Matthew and Alessandra and let them know this will be made 
public soon. 

Thanks 
Karen 

Karen O'Neill 
Communications Manager 
Lower Churchill Management Corporation 
Nalcor Energy· Lower Churchill Project 

1 
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t. 709.737.1427 c. 709.690.2012 
e.koneTll@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? 

2 
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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. 

Construdlon: 
North Spur: 
• Considerable progress has been made on construction at this site and construction work on the 

slope stablllzatlon measures at the North Spur was proceeding well and generally ahead of schedule. 
• All excavations and fill placement works are of good quality and no significant geotechnlcal 

problems have been encountered. This contract has no significant Issues either contractually or 
technically 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. 
• The activities and construction works observed were all In accordance to good construction practice 

standards. 

Powerhouse/Tai/race: Noted Challenges: 
• Astaldi's progress on the powerhouse construction Is behind schedule. This work Is on the critical 

path and directly Impacts initial power generation at Muskrat Falls. Nalcor is currently evaluating 
new completion dates for the works and will release new completion schedule by the end of Ql, 
2016. There has been schedule slippage at the Powerhouse and Intake area and the LCP team Is 
working with the contractor to update the schedule by the end of Ql 2016. 

Cofferdam: 
• Cofferdam performance during the past 6 months has been excellent. 
• The contractor appears to be on track for river diversion early summer 2016. 

Transmission lines: 
• Work Is proceeding ahead of schedule between Muskrat Falls and Churchill Falls. The construction Is 

advancing very well with an expected completion date of Ql/Q2 of 2016. 
• 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 and switchyards: 
• All of the work at the L'anse-au-dlable 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. 

• It was observed that construction works quality at the So Idlers 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 criteria. 
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Muskrat Fal~s IProJect 

Comments on Nalcor1s Negotiating Strategy 

DRAFT 

NOTICE TO READER 

PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 
Any actions contemplated and/or considered in or arising from this document should only 

L 
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 
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IFramong the negotoatooD1l 

.. It is 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: 
,. definition of a quantified vision for success, with BATNAs and maximum limits 
,. range of project cost lo complete scenarios (for the contract, lhe project, for Astaldi} 
,. drivers for successful execution or the remaining work 
,. the formal contractual position, detailed understanding of polenlial for terminate for cause scenarios 
... the critical Issues and outcomes ror Astaldi, Nalcor, GNL and other slakeholders 
.. influence of Astaldi Group's financial position 

~ 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 
million of cash generated through working capital management initiatives in the 3 months ended 31 
December 2015 

.. At 31 December 2015, Astaldl 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 

Page2 SEE NOTICE TO READER 

CIMFP Exhibit P-04351 Page 220



IEY Peirspectove - fFolUl011datoorn foir rnegotoatnons 

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 completion 

Page3 SEE NOTICE TO READER 
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erspectove -=- tirategy · OD1l e1rnts 

.,. 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 

.., re~ 

... asis of case from Astaldi position 

.- Nalcor potential for counter claim 

a. Trade-offs - key levers for each party 

a. Assessment of range of financial outcomes 

... Timeline for negotiation - {how strength of each party's position varies over time) 

I!,,: Risk assessment 

• Communication strategy (internal and external) 

Page4 SEE NOTICE TO READER 
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EV perspectuve - Rnslks a1111dl protectuorns 

~ 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: 

Pages 

ability to terminate without cause/penalty 

... 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 Astaldi employees to give the workforce 
comfort in relation to their job security 

... ability to recover LDs, LOCs, PB and retain PCG 

p- 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 
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'Negotoatoon ~nf~lllernceirs 

1> 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 overall 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 

1> Loss of time if Nalcor has to appoint a new contractor 

1> The tipping point/ BATNA- the level at which an alternative option is more 
financially attractive 

The quantum of the securities available to Nalcor 
1> 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) 

--·--

Page6 SEE NOTICE TO READER IE.V 
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Some Uscf ul Guidance from New Brunswick 

New Brunswick Electricitv Act 

When making appointments to the Board, the Elec1ricity Act requires the NB Power Board to 

a) use a merit-based and objective approach 

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

c) provide to the Lieutcnant~Govemor 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, 
Govemance 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 
finn identifying prospective candidates who have the desired attributes being sought. 

The search firm then compiles a fist 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 

1 

David Steele 
Local 

Partner 

'David l!eather/ 
Neal Argenti 
Risk L~ad 

Tim Calver 
Eng~ement l!ead 

-
,Sam Wolyniec 
Contracts Lead 

EYi RQources 

Richard Noble 
Cost&: Schedule 

Lead 
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Summary Work Plan 

2 

Week 
starting Dec-21 Dec-28 Jan-04 Jan-11 Jan-18 Jan-25 Feb-01 Feb-08 Feb-15 Feb-22 Mar-01 

Milestone meetings/ reporting 

Planning complete and agreements on approach with Province and Nalcor 

Summary presentation of interim findings and updated strategy/plan for completing the 
EY assignment 

Presentation of Final Draft Report (Final dependent on validation/acceptance period as 
agreed between Province and Nalcor, 
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DRAFT 

Building a better 
working world 
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Status of EV Work 
Proposal for Moving Forward 

DRAFT 

... The EV 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 8th 

March against the September baseline 

e>- EY has not had exposure to the Astaldi issue prior to 16 February 2016 beyond 
historical context 

1> 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 

p We propose that EV 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 

Page2 Draft / Confidential 
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Asttaidu Optoo1rns Ana~ysos Revnew 
Proposed Engagement Governance Model 

DRAFT 

0119r91ghl 
CommiUee 

(fnd. Sleeting 
Commltlae) 

Exlamall.egal I ____ .., 

• Counsel I 
I 
I 
I 
I ·----;I EY 

Cons EY Delivery 
Team (Cost J Sdledulll K--------) 

' Rlalc Review) 

J, 
COit I Schedule/ Risk 

Report 

~ Consolidated 
Report 

--Reporting Line 
-----~ lnrormauon flow 

Page3 

.----- 'Nak:or 
I 
I 
I 

~ 
I 
I 
I 
I !,_ _____ 

Westney 

EYRevlowTeam 
(Aalaldl Options 

Anllysfs) 

J, 
Options Evaluation 

Repo,t 

IE--

Draft/ Confidenti21I 

. The existing EY Delivery Team 
will be supplemented by 
additional senior EY resources 
that will function alongside the 
existing EY delivery team to 
review the Westney options 
analysis 

- EY will engage with Nalcor and 
Westney through interviews, 
workshops, and a review of the 
analysis material to date 

The Province should retain 
external legal counsel with 
solid commercial construction 
experience to advise the 
Province and EV 

CIMFP Exhibit P-04351 Page 233



A aidu Optoons 
4 Week Delivery Plan 

Stage 1:,0ata Collectlon1& 
rRevlew -1 week 

... Engage & align 
stakeholders 

... Ensure access to all needed 
materlal 

• Confirm detailed output 
and execution plan 

• Transparent access to 
people and work performed 
to date at Nalcor & 
Westney 

.,. Collect & lnltlal review of 
Westney and Nalcor 
analysis material 

... Understand Westney & 
Nalcor parameters and full 
range of options 

... tnltlal discussion with 
Westney & confirm future 
workshop schedule 

.,. Confirm data & 
assumptions universe 

.,. Initial Westney dlcusslons 
completed 

... Detailed execution plan 

Page4 

Stage Z: Face to,F~e1Worlclnq 
Sessions (EV /Na1cor/Westney/Etc) 

-2~weeks 

... Provide an Independent assessment and 
constructive challenge to the options 
analysis work performed 

• Review of the Astaldl financial condition 
.,. Give confidence to the Province on the 

process to Inform the Astaldl strategy 

.,. Stage 1 outputs 

.,. Access to the Westney and Nalcor team 
for workshops and discussions 

.,. Review of Astaldls 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 flnanclal 
modelling and assessment of the Astaldl 
organisation robustness 

• Weekly call with Oversight Committee 

• Produce a draft analysls of EY's 
perspective on the options available to 
LCP 

... Independent analysis of a range of 
potentlal outcomes associated with 
each strategy 

Drmft / Confidential 

a 

evnew 

5-tage 3: 
Stakehofder 

All9nment -:l 1week 

• Stakeholder allgnment 
and feedback 

... stage 2 outputs 
• Time with the Oversight 

committee for a draft 
report discussion 

.,. Review meeting with 
Oversight Committee of 
Initial findings 

... Receive feedback on 
potential changes / 
updates 

.,. Refined stage 2 outputs 

DRAFT 

... Dellver completed 
report 

• Stage 2 & 3 outputs 

... FJnaflse draft report 

... Update with feedback 
provided from the 
oversight Commfttee 

• Issue final report 
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0 

P oposed EY Work Pian O'l~ngr-ForwardoRAFr 
~" ~ ~~-SJ.ur 

Dec 21 Dec 28 Jan 04 Jan 11 Jan 18 Jan 25 Feb 01 

w:eammenclng T -
Fob08 F-115 Fob22 Feb29 Mar07 Mar14 Mar21 Mar28 Apr4 Apr11 Apr18 

I 

I 
• Detailed exacutton plan ror consolidated ~rt to be delennined, and Will bo effede by complellon of Nalcor dependancles 

Page5 Draft/ Confidential 
6. Reporting milestone 
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Options to be Eva~ua ed 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 develop other options 
for2017 

3 Change Powerhouse contractor Tender process 

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 Astaldi 
or permanently), complete transmission line Suspended by Nalcor only 

6 Post resolution contingency planning Potential post agreement Astaldi insolvency planning 

Inclusion of warrants / similar to capture future Astaldi 
enterprise upside 

7 Other-TBD 

Page6 Draft/ Confidential 
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Proposed EY Delivery Resources 
Aval/abilities to be confirmed 

DRAFT 

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

EV 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 Barrett 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 EV, for both delivery teams. 

Page7 Draft/ Confidential 
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Other Consideratoons 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 

Page8 

Original Scope 

Astaldi Options Review 

Consolidated Findings 

Draft/ Confidential 
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Interim Status Summary 
The following observations are relevant to the reasonableness of the forecast of 
cost schedule and risk1 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 EV 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: 
~ A review of the reasonableness of the September 2015 AFE2 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 EV 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. 

Page4 DRAFT CONFIDENTIAL 
~ 

IEY 
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Proposed EY work plan moving forward 
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.i. Knightsbrldge 
+: RobcrtsonSurrette Nalcor Energy Board -... ~- -----------------------------

I. Composite Nakor Energy Board Specification 

Overall Philosophy 

To attract outstanding Individuals to the Nalcor Energy Board who brfng a true oversight and 
counseling orientation with the requisite competencies and experiences (set out below), lncludlng 
a cultural nt that seeks to contribute to a highly collaborative but Independent-minded board. 

Required Competencies 

1. Strong Conceptual Skill and Intellectual Insight 
• Ability to assimilate, understand and effectively monitor Nalcor's approach to 

business and the drivers or Its success; 
t Evident Intellectual Interest In, and commitment to, understanding Nalcor's business; 
• High level of analytical capability; and 
• WIiiingness and capablllty to delve Into and understand complex business dealings 

and long term Investments. 

2. Nalcor Values Orientation 
• Ability to communicate openly and roster an environment where Information moves 

freely In a timely manner; 
• Demonstrates 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 capabllitles; 
• Shows respect and dignity by appreciating the lndlvldualltv of others; and 
• AblUtv to provide leadership and empower Individuals. 

3. Judgment and Risk Assessment Savvy 
• Ablllty to efrectlvelv oversee Nalcor's overall Investment strategy; 
• Up-to-date knowledge of the canadtan and International business; 
• Experience with multiple perspectives on risk and risk management; 
• lntematlonal capital markets exposure; and 
• Ablllty to understand the unique Investment characteristics of long term assets, 

Infrastructure, and real estate. 

4, Sophistication and Sensitivity In Dealing with Multl•Stakeholder Environments 
• 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 lnnuence required to 

ensure Nalcor's Independence and founding legislative mandate. 

s. International Orientation 
• Knowledge of International markets and business operations, especially where 

Nalcor will be acUve In securing Investment capital and partnerships, 

Composite Nalcor Energy Board Specification I 
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Knights bridge 
RobertsonSurrcuc Nalcor Energy Board 

6, Board-Level Contributor and / or Senior Leadership Business Acumen 
• Accomplished senior business or proresslonal leadership experience; 
• Experience In contributing effectively to strategy discussions and their 

Implementation; 
• Experience In a growing and Increasingly complex organization, Including success In 

building, consolldatlng 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 Information 
In highly changeable external circumstances; taking calculated risk); 

• Experience In making decisions that are long term In nature; 
• Experience In the leadership, oversight, attraction and retention or talent; and 
• Expertlse and familiarity with financial Information, public accountability, performance 

metrics, and reporting. 

7, 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. 

Composite Nalcor Energy Board Speclllcatlon i ·' E 
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.i. Knightsbridge 
~ RoocrtsonSurrette Nalcor Energy Beard 

3. Current Board Composite Profile & Gap Assessment• 

1. strang Cani:e~tu•I 
SkRfincfintellectual 

Insight 

2. Nalc:ur YillUes 
Orl11nbltlon 

3. Judgment and Risk 
Savvy 

4. Sophlstlatlon and 
Sensitivity In Dealing 
with Mull-Stakeholder 

Envlronm~nts 

s. Intemathmal 
Orientation 

6. Board-Level 
Contributor and / or 
Senior Leadership 
Busln4?5 Acumen 

7, Diversity 

Fully In Evidence 

FuQy lo Evld ence 

Significant Experience .. 
Significant Experience ._ 

Reasonable Experience 

() 

Significant Experience 

Reasonable Experience 

C) 
1. Closest year total, as at February 2016 -date of analysis. 

Average Age: 60 Gender Mix: s Males ; o Fema!es 

Locations: 4 Newroundland and Labrador, 1 Ontario 

Area of sl9nlflcant 
opporbmlty. 

No obvious diversity 
apparent, only experience 

with diversity, 

lajl!:n 

e F~Orm Ev,d~ce 

t, 51!.Jnolianl E-ence 
( t R.ea_,.ble Ex;,encnce 

' Lima led Eaperil!na! 
0 No Expe,lcncc 

Average Tenure: B,B years 

Current Board Composite Profile & Gap Assessment 

- -------
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+:. Knightsbridge 
~ RobertsonSurreue ---

Individual Board Member Profiles 

First Name: ... 1 .. e .. n._ _______ _ 
Last Name: ,1:;Mu;i1LCS.r.bLL11,ilu.l ______ _ 

1. strong Conceptual Sklli ani:I Intellectual 
Insight 

z. Nalcor Values ortentatfon 

~- Judgment and ~sk Savvy 

Nalcor Energy Board 

legaut 
• Fllllrin Ewldcna! 
t,; SiQnlliam E,q,,,,11,n« 
( All4SOnAbk Eipenenm 

! Um.telfE~ ena, 

0 No~ 

Fully In Evld1mc11 • 
Significant Experience 

«-
Significant Experience 

~ 

Significant Experience I 4. Sophistication and Sensitivity In Deallng with ~ 1 ~;..;...._.. ____ M_~_n_-s_ta_ k_eh_a_ld_•r_E_n_v_iro_ n_me_ n_ts_· __ --1----------------f 

5~ International Orf!!nta~on 

I. Baard•Level Contributor and / or senior 
~eadershlp Business Acumen 

7. DIVl!rslty 

Age: _ ___.5.,.3,.._ ___ _ Gender: __ M....._ __ 

Location: St, John's, NL 

Reasonable Experience 

C) 

Significant Experience 

~ 

Limited Experience 

~ 

Years on Board: ___ 1..,1..__ 

Functional Experience: Management or large telecoms, start-up experiences. 

Industry Experience: Regulated Industry. work with capital markets, 

current Board Composite Pronle & Gap Assessment Q 

CIMFP Exhibit P-04351 Page 251



··--·---------------------

Knights bridge 
Rd:>ertsottSurreuc 

First Name: ..,G.,.,:..,ra...,.rd._ ______ _ 
Last Name: .,s ... h..,9.._rt .. a.,.r._1 ______ _ 

C: 

1. Strong Conceptual Sklll and lntellictual 
Insight 

2. Nalcor Values Orientation 

3. Judgment and Risk Savvy 

4. Sophistication and Sensitivity In Dealing with 
M UH-Stakeholder En\rlronments 

s. lntematlonal Orientation 

fi. Board-Level Conbibutor and / or Senior 
Leadership Business Acumen 

7. Diversity 

Age: __ __.6..._7 ____ _ Gender: __ M __ _ 

Location: Toronto, ON 

Nalcor Energy Board 

Leg...., 

• Fc.Dy .. Ewfola! 

• 5,gniiant&pa,,c:na: 

C ~~ce 
! UnutedE.po,enc-e 
Q Na E,rpen,:ncc 

Fully In Evidence 

• 
Fully in Evld ence • 

Sigomcant Experience .. 
Sjgnificant Experience 

Reasonable Experience 

() 

Fullv In Evidence • 
Umlted Experience 

~ 

Years on Board:_10 __ _ 

Functional Experience: CPA, CA practiced PubUc Account]nq - 37 veaa, 

Industry Experience: Expedeoce with a wide yarlety of Industries, 

Current Board Composite Profile & Gap Assessment 
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.i. Knightsbridge 
~ RobertsonSurreue 

,,-...;.~-~ 

First Name: J..,.p.um ________ _ 
Last Name: .111C~H11,1ft.._ _______ _ 

I 

I 
I 

4. 

1. strong Conceptu~I Sklll and ln~Jlectual 
Insight 

z. Nalcor Values Orll!lfltatlon 

5. Intl!m~t:lonal Ortentatlon 

6. Board•Level c;ontrlbutar and / or Senior 
,Ludershl~ Business Acumen 

7. Diversity 

Age: __ 6..,.0 ____ _ Gender: _....._M ____ _ 

Location: St, John's, NL 

Nalcor Energy Board 

legend 

e f!Jllron EY1dt:nae 

• !ign1RantExpal,:n.., 

( ~asonablc: Eq,atc:na! 

!, Llmitafe.i,c,iC!lc:! 

0 Nat"--

Fully In Evidence 

Fully In Evidence • 
Significant Experience • 
Significant Expelience 

Reasonable Experience 

() 

Slgnlflcant Experience 

~ 

Umited Experience 

~ 

Years on Board: _1..,0 .. 1,..S __ 

Functional Experience: ..,B,,.,,_,c.,0 .. m ......... m.., ....... M.,.BA...,,_ • ...,tC..,Poe.,,.,,D,... _______________ _ 

Industry Experience: 35 years of Industry consulting experience, 2s years of Board experience. 

Current Board Composite Proflle & Gap Assessment !f 
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.i. Knightsbridgc 
+: RobcnsonSurreuc Nalcar Energy Board 

First Name: .. L ... e,11R~--------
Last Name: .c:A11h11hua1a:&1.15.._ ______ _ 

) 

I 

--
----~ __ In'd1'til !!L~~f!..itiii _ 

~~ 

1. Strong Conceptual Sldll and Intellectual 
Insight 

·-

2. Nalcor Values Ortentatlon 

3, lud11m11nt and Risk savvy 

legend 

• ru1v.-. Evidence 
'- S.gnlliand:11per,,:na, 

f Reo1S01111blcEl!pe,,cna, 

( Um1trdE1FC1i.,.,a, 

Q No E•penena: 

Fullv In Evidence • 
Fully tn Evldente 

• 
Fully In Evidence • 

·1 

ll 
' ' Fully In Evldente 

1~1,.---4,_ S_o_~_ l~_ a,,_tl_o_n_a_n_d_S_ffl_ lW~ v~lfy~ ln_ D_u_ lln~g::--wlth:--+------~------t 
. Mull-Stakeholder Environments 

-
! ReasQnable Experience 

I 

5. lntematfanal Orientation 

&, Board-Level Contributor and / or Senior 
Leadership Business Acumen 

. 
7, DIVerslfy 

Age: ---=6""-3 _____ _ Gender: --"M.,___ __ 

Lacatian: Happy VaUey Goose Bay. NL 

() 

Significant Experlente 

~ 

Significant Experience ., 
Years an Board: ___.3..._ __ 

Functional Experience: ""'V~a!,!_r15jeill!d1,.. _____________________ _ 

Industry Experience: Mayor; have been dealing with federal, Pcovloc!al, ond Industry 
personnel ror over 15 years. 

Current Board Composite Profile & Gap Assessment fo I 
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.i. Knightsbridge 
+: RobertsaiSurreue Nalcor Energy Board 

...... , .... ....i- ------------------------------

First Name: .liiE,..d ________ _ 

Last Name: ~Mu;aurt,1,1i1Ln.__ ______ _ 

1. strong concepbl1J SlcHI and Intellectual 
Insight 

2, Nafcor Values Orientation 

3, Judgment•~ Risk~ 

4, Sophistication and Sensftlvlty In Dultiig with 
Mufl:-Stakehoklir Eiiiilranments 

5. lntematlonal Orientation 

fi, Board-Level Conb'lbutur and / or Senior 
Leadership Business Acumen 

7. Diversity 

Age: ___ z.57,__ __ _ Gender: _!.:JM ___ _ 

Location: St. John's. NL 

Levena 
• R,llymEw,dcnu 
1, Sgn,ficant &p:nence 

( ReaS<lnlble~cru::,: 

• Unu~Eqlf:ricn~ 
Q No~ 

Fully in Evidence • 
Fully In Evidence 

Fully In Evidence • 
Fully ln Evidence • 
Fully In Evidence • 
Fully In Evidence • 

Significant E•perlence .. 
Years on Board: ..,l'-"Q'"---

Functional Experience: Experience with large construction projects. ooe@tlons, 
capita! markets and aeoJogy / subsurface t ex010ratlon. 

Industry Experience: over 30 vears of experience la the energy sector, Including offshore 
011 and gas, 

current Board Composite Profile & Gap Assessment F I 

CIMFP Exhibit P-04351 Page 255



Knights bridge 
RoocrtsonSurrette 

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). 

• Exposure to electricity and energy 
markets remains a priority as limited 
experience exists aside from CEO. 

• Global energy and financial market 
•1nter-connectlvlty" underscQf'es 
deslre for enhanced global markets 
/ Investments experience. 

• Addltlonal functional skllls In risk 
management {Ideally In a global 
/ lnternatlonal settlng) still 
welcome. 

• International experience / exposure ls 
stlll not a 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 Intensive 
construction experience ls not 
readily evident with the current 
board make up. 

-- - . __ ...._..._ 

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

Nalcor Energy Board 

Implications for Future 
Board Placements: 

• Sourcing qualified diversity candidates 
Is an ongoing consideration In all 
Nalcor searches. 

• International experience remains an 
opportunity area - especJally In light 
or the Nalcor's continuing geographic 
diversification of Its need for capital. 

• Candidates wtth experience In 
electricity, energy and/ or 
exploration need to be a focus to add 
necessary depth In this area to the 
board. 

• Experience In the attraction and 
retention of world-class human capital 
through use or sophisticated HR 
practices Is an opportunity area. 

• Experience In the ftscallng up" or key 
Infrastructure and managerial 
processes (I.e., IT, Finance, Eng. ) - In 
sophisticated and complex enterprises 
could still be enhanced. 

+ Ideally targetlng candidate proflles 
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 to support this work, 
experience In both these areas would 
be highly desirable. 

Current Board Composite Profile & Gap Assessment r1 I : -, k 1 

---------
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Knights bridge 
RobertsonSurrette 

Nalcor Energy Board 
.,.,..,....._ 

Nalcor Energy Board Search Focus For Next Director PlladlJ bllliaa.r'dc 

Strong Conceptual Skill and Intellectual Insight 
• Ablltty to asslmUate, 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 capablllty; and 
• WIiiingness and capabfUty to delve Into and understand complex 

business dealings and long term Investments. 

• e-stial 

~ Prlcsly 

f) . OA,atlmly 

~ "NlcelDH-· 

0 lh&lly/Natl8',lncl 

2. Nalcor Values Orientation 

~4. 

~6. 

• Ability to communicate openly and foster an environment where Information moves freely 
In a timely manner; 

• Demonstrates a high level of accountability through holding oneselr responstble 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 
• Ablllty to provide leadership and empower individuals. 

Judgment and Risk Assessment Savvy 
• Ablllty to effectively add value to Nalcor's overall Investment; 
• Up-to-date knowledge of the Canadian and International business; 
• Experience with multiple perspectives on risk and risk management; 
• Jnternatlonal capital markets exposure; and 
• Ability to understand the unique Investment characteristics required of long term assets, 

Infrastructure, and real estate. 

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 
• Ablllty to contribute to the strategic thinking and proactive lnnuence required to ensure 

Nalcor's Independence and rounding legislative mandate. 

International Orientation 
• Knowledge of International markets and business operations, especially where the Nalcor 

wlll be active ln securing Investment capital and partnerships, 

Board-Level Contributor and/ or Senior Leadership Business Acumen 
• Accompllshed senior business or professional leadership experience, preferably In a large 

and complex organization; 
t Experience In contributing effectively to strategy discussions and their lmplementatfon; 
• Experience In a growing and Increasingly complex organization, lndudlng success In 

building, consolldatlng and overseeing at a board/ senior leadershlp level an organization's 
lnrrastructure (I.e., IT, HR, Finance, Enterprise Rlslc Management, etc.); 

• Tolerance for ambiguity (I.e., comfort In making decisions with Imperfect Information In 
highly changeable external circumstances; taking calculated risk); 

• Experience In making decisions that are long term In nature; 

Current Board Composite Profile & Gap Assessment di 
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Knights bridge 
RobcnsonSurreue Nalcor Energy Board 

.. 7. 

------------------------
• Experience In the leadershlp, oversight, attraction and retention of talent; and 
• Expertise and familiarity wlth financial Information, safety orientation, 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. 

Preferred Locations International, USA, Western Canada, Quebec, Nova Scotia 

Preferred Functional Experiences Financing, Large HR, Electricity Markets, Energy Exploratron 

Preferred Industry Experiences Electrlclty, Energy, Heavy Construction 

Current Board Composite Profile & Gap Assessment 
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Murphy, Tim 

From: 
Sent: 
To: 
Subject: 

Paul Hickey <paul.d.hickey@ca.ey.com> 
Friday, February 26, 2016 1 :32 PM 
Murphy, Tim 
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 Natcor- new Project Leader/ Project Sponsor and EV can 
suggest names. Consider other changes at project leadership level 

• Immediate establishment of an independent governance and oversight board 

• 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 

• EV doing 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 

EV 
Paul D Hickey KC*SG CPA, CA, CIRP, LIT 
Senior Vice President [ Transaction Advisory Services 

Ernst & Young Orenda Corporate Finance Inc. 
Fortis Place, 5 Springdale Street, Suite 800, St. John's , NL A 1 E 0E4 Canada 
Direct: (709) 570-54041 Mobile: (709) 685-49981 paul.d.hickey@ca.ey.com 
Fax: (709) 726 0345 t Home: (709) 753·9925 I EV/Comm: 8647286 
Melanie Brooks I Phone: (709) 570-8235 t melanie.brooks@ca.ey.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 <TimMurphy@gov.nl.ca> 
Subject: RE: Chat 

Sure, thank you. Will I call your office #? 

1 
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Speaking Notes from Feb 25th Meeting with EY 

• Following yesterday's Cabinet Meeting, we had a 3+ hour meeting with EV 
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 EV 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 project 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 EV 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 EV'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. 

• EV 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. 

• EV described a culture of "we know best" on the MF project at the senior 
levels (CEO and direct reports). EV 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 EV's 
opinion. 

• EV asked Nalcor for the documentation on why this major strategic decision 
was taken. No documentation was made available, 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. EV noted there is a definite schedule risk. Valard and 
Nalcor are talking and Nalcor is confident they can fight a Valard claim. EV 
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. EV 
doesn't know how much contingency is left though with a starting 5% 
contingency and the $600-$800 million problem with Astaldi, a less than 
prudent amount of contingency remains. 

• Specific to the Astaldi issue: EV is real surprised that discussions with Astaldi 
to resolve the $600-$800 million issue are still at a high level, even though 
the problem has been evident for 18 months. 

• EV 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 EV who did this work on 
their behalf (to allow EV to follow-up and validate the findings). 

• Nalcor told EV that Asta Id I keeps saying to Nalcor "why are you so worried 
about our financial situation; we want to focus on our MF contract 
problem". 

• EV 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 EV was kept away from the Astaldi file until very recently, they 
have only started to think about our options going forward. When EV asked 
Nalcor to walk them through the options Nalcor considered, EV 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. EV 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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• 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. 

• 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). 

• EV 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. 

• EV recommended that the Premier call Ed Martin asking that he provide 
government with Nalcor's Negotiating Strategy. 

• 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. EV 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 fundraislng Board at present with Paul Antle) 

• Brendan Paddick (founder and CEO of Columbus International Inc. based In Barbados; on same 
fundraistng 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-blllion portfolio) 

• Lorraine Mitchelmore (former CEO, Shell Energy Canada) 

• Brian Maynard (President, Marathon Oil Canada) 

• Earl Ludlow 

• Wayne Myles (or another real good lawyer} 

• David Norris (former FPI VP and OM of Finance; currently on Fortis Board- he may be Chair) 

• Iris Petten 

• David Oake (though he may be a better candidate as new Clerk) 
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Murphy, Tim 

From: 
Sent: 
To: 
Subject: 

Paul Hickey <paul.d.hickey@ca.ey.com> 
Friday, February 26, 2016 1:32 PM 
Murphy, Tim 
RE: Chat 

Observations from the meeting fast night 

Having reflected on It, we wanted to be clear on our advice: 

• Will f,, Y /':f.l•rf- A-t-.'1: /l ..... ,...f 
(Dt1{<. ~~., G "1''?"'? 

• Changes need to Governance and leadership at Nalcor- new Project Le der / Project Sponsor and EY can 
suggest names. sider other changes at project leadership level 

Ask for Nalcor's negotiation stratesy with Astaldl in writing - don't give Nalcor a number yet 

• Walt for Astaldi financial results before decisleUT :::J 
C: doing urgent high level stress test of Astaldi corporate financial position - If Its financial stability appears to be 
~rgent issue, reconsider giving Nalcor initial Immediate parameters for negotiation 

Paul D Hickey KC*SG CPA, CA, CIRP, LIT 
Senior Vice President I Transaction Advisory Services 

Emst & Young Onmcfa Cofpofate Finance Inc. 
Fortis Place, 5 Springdale Street, Suite 800, St John's , NL A 1 E OE4 Canada 
Dintct: (709) 570-5404 t Mobile: (709) 885-499B I paul.d.hlckey@q.ey,cgm 
Fax: (709) 726 03451 Home: (709) 753-99251 EV/Comm; 8647286 
Melanie Brooks I Ptlone: {709) 570-8235 I me!anje,brogks@ca.ey.cx,m 

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 [mallto:paul.d.hjckey@ca.ev.com1 
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 #? 

(;Jt CArJ ~ 

r~~ -r(}i s11r1 I? v 
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Murphy, Tim 

From: Mullaley, Julia 
Sent: 
To: 

Friday, February 26, 2016 1:11 PM 
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.<DavldBrown@gov.nl.ca> 
Sent: Friday, February 26, 2016 12:2B PM 
To: Mullaley, Julia 
Subject: FW: Ambassador of Italy -- meeting with Minister Coady and Mr. Martin 

Julia, further to my last, please see below. 

From: Patricia Bucciero [mallto:patricfa.bucclero@esteri.lt] 
Sent: Friday, February 26, 2016 12:27 PM 
To: Brown, Davtd W. 
Cc: '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 Comado is acting on finn 
instructions from the Foreign Ministry in Rome, and he will be coming to St. 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 n Tuesday, March 1 and will depart March 41h in the 
morning. He will be accompanied by the ead of the Embassy's co erdal office, Mr. Francesco 
Corsaro. Representatives from Astaldi are a · · in St.John's i pendently. 

I look forward to hearing from you and remain at your disposal. Many thanks, 

Patricia 

Patricia Bucciero 
Office of the Ambassador 

1 
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Communications and Cultural Affairs 
Embassy of Italy 

275 Slater Street, 21st fir. 
Ottawa,ON 
KlPSH9 
tel.: 613-232-2401, ext.227 
fax: 613-233-1484 

nAmbltaliaOttawa 

~ www.facebook.com/ambottawa 

From: Brown, David W.[manto:DavldBrown@gov.nl,caJ 
Sent: February-25-16 1:52 PM 
To: Pab'lda Bucciero 
Subject: Re: Ambassador of Italy - meeting with Minister Coady and Mr. Martin 

Patricia, no news yet, but I 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 Cornado 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~ grateful for your efforts on the Ambassador's behalf. 
Patricia 

From: Brown, David w.[maUto:DavldBrown@gov.nl,caJ 
Sent: February-24-16 3:40 PM 
To: Patrfda Bucciero 
SUbject: Re: Ambassador of Italy - meetings with NL Premier and Minister 

I 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: Patricia Bucciero 
Sent: Wednesday, February 24, 2016 5:07 PM 
Ta: Brown, David W. 
subject: RE: Ambassador of Italy -- meetings wfth NL Premier and Minister 

Excellent news David - thanks so much! We'll wait for details on the time. 

As for the joint meeting with Minister Coady and Mr. Martin, as you know it is a very important and 
pressing matter. Ambassador Comado 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.[maUto:DavfdBrown@gov,nl.ca] 
sent: February-24-16 2:47 PM 
To: 'Patricia 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 2111.1 will advise 
you of the time as soon as I hear from his scheduling assistant. I have also contacted Minister Coadys Office, but have 
not received a response yet.Jam told that Minister Coady's schedule is quite full at this time as our government is 
preparing the provincial budget. 

I will advise as soon as I hear from the Ministers Office. 

Regards, 

David 

From: Patricia Bucciero [maUto:patrlcla.bucciero@esterl,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. [mallto;DavldBrown@gov,nl,caJ 
Sent: February-23-16 5:45 PM 
To: Patricia Bucciero 
subject: Re: Ambassador or Italy - meetings with NL Premier and Minister 

Patricia, I will contact the Ministers Office In the morning and express the Ambassadors desire to meet asap. I will also 
contact Mr Martins office with the same message and will advise you In the morning. 
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David 

Sent from my IPad 

On Feb 23, 2016, at 7:13 PM, Patricia Bucciero <patrlcla.bucciero@esterl.lt> wrote: 

David, thank you so much. The Ambassador will be there on the 2111 of March; 
however, the meeting with Minister Coady and Mr. Martin is vezy important and the 
Ambassador would appreciate that meeting being scheduled at the vezy earliest 
opportunity. As I mentioned, he is very willing to come to NL twice. 

Gratefully yours, 
Patricia 

From: Brown, David w.[mallto;DavidBrown@gov.nl.caJ 
Sent: February-23-16 5:16 PM 
To: Patrlda Bucciero 
Subject: Re: Ambassador of Italy - meetings with NL Premier and Minister 

Patricia, I 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, I 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 <patrlcia.bucciero@esterl.lt> wrote: 

Hello again Mr. Brown, 

I just want to add that Ambassador Comado 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. [mallto:DavfdBrown@goy.nl.caJ 
Sent: February-22-16 12:01 PM 
To: Patricia Bucciero 
Subject: Re: Ambassador or Italy - meeting with Premier Ball 

Good day Ms. Bucciero, 
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I have contacted the Premiers Office agaln today, and am stlll awaiting a 
response. 

Please rest assured that as soon as I hear from them, that 1 will get back to you 
immediately. 

Regards, 

David 

Sent from my BlackBerry 10 smartphone on the Bell network. 

From: Patricia Bucciero 
Sent: Monday, February 22, 201612:14 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 
Comado'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 ol the Ambassador 
Communications and Cultural Affairs 
Embassy of Italy 

275 Slater Street, 21st fir. 
Ottawa,ON 
K1PSH9 
tel.: 613-232-2401, ext.227 
fax: 613-233-1484 

<imageOOl.jpg> @AmbltaliaOttawa 
<image002. jpg> www.facebook.com/ambottawa 
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From: Brown, David W.[maUto:DavJdBrown@gov.nl.ca] 
Sent: February-18-16 1:19 PM 
To: 'Patricia Bucciero' 
Cc: 'COrsaro Francesco' 
Subject: RE: Ambassador of Italy -- meeting with Premier Ball 

Hello Ms. Bucciero, 

Thank you. I will make that note for the Premiers Office. Vour request to meet has been 
forwarded 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, I will have my staff check with Minister Coadys office and Mr. Martins office 
for possible meeting dates. Vou should hear from me shortly, 

Kindest regards 

David Brown 
Director of Protocol and Corporate Affairs 
Executive Council 
Government of Newfoundland and Labrador 
St. John's, NL, Canada 
709·729-2911 
BB 709-689-3792 

From: Patricia Bucciero [mai!to:patrjcia.bucciero@esteri.lt1 
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 

Comado will meet with Premier Ball accompanied by Mr. Corsaro only, 
while the meeting with Minister Coady and Mr. Martin will include three 
representatives of Astaldi as well. 

Best regards, 
Patricia Bucciero 

From: Pab'lcla Bucciero [maHto:oatricia.bucclero@esterl.lt] 
Sent: February-18-16 10:05 AM 
To: 'davtdbrown@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 Comado, would be 
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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 25th or 26th• 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 Comado 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 fir. 
Ottawa,ON 
K1P5H9 
tel.: 613-232-2401, ext.227 
fax: 613-233-1484 

<imageOOl.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 infonnation is strictly 
prohibited. If you received this email in errort please delete it immediately and 
notify the sender." 
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J • Knightsbridge 
~ Roocrt.sonSurreue ---

March 3, 2015 

Mr. Ed Martin 
President and CEO 
Nalcor Energy 
Hydro Place, 500 Columbus Drive 
P.O. Box 12800 
St. John's, NL AlB OC9 

Dear Mr. Martin, 

Mark l, Surrette 
Knightsbridge Robertson Surrette 

l0'h Floor, Barrington Tower 
1894 Barrlngmn Street 

Halifax, NS B3J 2A8 
P: (902) 424·1100 

e: ro1sucn:ttc:@kbrs.ca 

lt has been a pleasure working with you and Mr. Sturge In the preparation of the materials required to 
enhance the capablllty or the Board or Nalcor. 

This document wlll serve as the summary of activities to date. ln Jt 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 companies and energy companies. The compensation 
report Is not exhaustive, only representative. If you would like, we can make the report far more 
exhaustive but ( thought this would give you a fair representation of the current state. 

Process to Date 
Following our discussion In late December, 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 son: nature (values, diversity, style). 

After a number of Iterations between Nalcor and ourselves, we were able to reach dear 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 exlsUng (and new) board members which when taken together would give us a 
composite board profile. Along with this we established a process to Identify gaps In board composition, 
which would then serve to Inform any recruiting activities. This gap analysls allows Nalcor to specify the 
competencies necessary In any new board member to better and more fully round out the board, 

The objective of this process and document ls to give Nalcor a benchmark for the existing board and to 
outline a process and evaluation scheme necessary when recruiting new board members. 

Next Steps 
Now that we have the Board Competency Matrix completed the next steps lndude the followlng: 

1, Self assessment or existing board members to populate the matrix; 
2. Review of the self assessment by Governance Committee to ensure consistency; 
3. ldentlflcatlon 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 upon the gap analysls profile. 

We would estimate that to complete the next 5 steps would take approx!mately 3 months from start 
until you have a commitment from candidates to join the Nalcor Board. 

Management lnformatlon Circular Compensation Survey 
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"'-~· ....... -',.... 
One addiUonal Item that needs to be undertaken Is the decision around board compensation. This is an 
Item that needs to be addressed lntemallv but must be completed prior to gaining agreement from 
candidates to Join tl1e Nalcor Board. 

Ideal Number of Directors 
Boards range In size and there Is llttle rationale to It. The range Is most typlcallv rrom 6 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 to be In the range or 12. For Nalcor, we are recommending that at the outset 
the Board be constituted at 10 members. This wlll provide reasonable opportunity for diversity or 
experience yet keep the Board at a manageable size while keeping costs down. Once the Board has 
been functioning effectively for a few years, you can always Increase the size to 12, which appears to be 
the optimum number ror an organization the size and complexity of Nalcor. 

Board Compensation 
Board compensation varies greatly from organization to organization. Industry, region, type of 
organization, history, share structure, all tend to have an effect on directors compensation. The 
followlng matrix provides some Insight into what a number of relevant organizations are currentlv 
paying. The matrix contains Atlantic based firms, utllltles and energy companies, all of which we believe 
are comparable organizations to Nalcor. The matrix Is not fully complete as we are waiting on additlonal 
data. 

We would be happy to engage In a discussion as to what the appropriate level of compensation Is for a 
Nalcor Director. 

Management Information Clrcular Compensation Survey 

- - ------
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Knltlhtsbrldge Robertson Surrette

c c asnlOrt.. .

-

- -

! :: ~r 80"'''! [lo;\n! I Do""J I Otl;'lrd I c"mrn;tl.~C' (tw;, I Committee

I 
COIn:tllttccNa",e "r C"mp~nv ~lcctinQ Choir ~tcml>"rMembers Rct.)inf!r

.fcc I Rct;tincr Rct.llocr
Ret,,;"c, -

~l~ct!nrJ f"". . 
. ;

.. -

I 10 $25,000 $8,000 $8,000

10 $57.000 SI.750 SI30.000 SI5.000 SI.15O

I
9 54,000 ~S300 -S8,OOO

10 S75.000 SI.750 $220.000 S8,OOO'$15.000 $3,000'$5,000 -S833

I 6 510,000 SI.000

7 $65,000 SO SltO.OOO 57f500'$l5,OOO $1.500'$5,000 $0

5 $25,000 SI,OOO $5,000 SS,OOO SI,OOO

II 545,000 52,000 5100,000 S15,OOO $2,000

9 575,000 $4,688 $175,000 510,000.515,000 I 51.667

10 $15,000 51.000 $35,000 S12,500
I

$1,000
I

6 $15,000 51.000 525,000 $10,000 Sl,OOO

15 590,000 S2.000 5300,000 510,OOO'S25,000 S3.000'S5,OOO 52,000

9 S24,O:OO 51,500 129,000 $5.000 SI,500

MaNlIement Information Circular Compens.tlon SUrvev
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I 
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-
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N:\n1C 01 t: 01 Boa,d Do",d
Bo",tl ! fl,,;rd Chili, , Comnllttc" ,

Committee
C(HtUtllttcc

C(Htlp.Jny  '.lcmbcrs f r~ct~incr ~!Cctllla rtct l ncr Ch~ir RC't;)in~(
t-tcmbC"r I ~lcr.lin'l Fcc

Fcc : I
I Retainer

10 -$10,000 -S800 -$20,000

6 -$6,000 -S500 -$14.000 Sl,000-$2000

12 -S6.000 -S400 -SU,OOO -$5,000

9 S15,000 -S500 $30,000 S2,500-SS,000 SO SEI

12 525,000
$750 or 5150,000 $8,000 S3,OOO-S8,000 $750-$1,500
sa 500

14 $25,000 S900 S150,OOO $3,000 5900

14 S25,000 $750 $40,ElOO $2,500-$3,500 $750

12 $50,000 Sl,SOO $75,000 S10,000-$25,000 $5,000 SI.500

Board CompenSAllon - EneFIY 01lanlt.aUoDS
-

I na~r"-I
--

co;';;',w,c --=T - C.ol1lnllllcc ' .,

N,10lC af
I

:; of Bo.lIIJ I Bo."d (JO.l'" Ch:\ir I c'r,";mitl e
I

Company I ~Icmbc,s I Retainer '.lectln!) Fcc Retaine, C:h~lr Rr:I.Jincr "~cn,bcr Rct"inrr ~ '.Ieetlng Fcc
. I

I 13 550,000 SI,500 S250,000 $ 10,000-525.000 55.000-S6.000 SI.500

9 $29.130 SI,457 $242,750 $7.283 $1,457

15 $120,000 $24,000 S130,000 $10.000-S20,OOO 55,000'$15,000 $4,000

12 $210.000 S21.000 $260,000 $10,000-$25,000 54,000

13 SSO,OOO $1.700 5200,ODO $15,000-$25,000 $6.000-$10,000 $1,700

g S30, 000 51,500 5250.000 $7.500 51.500

Management InfonnaUon OrQJlar Compe/lSiltion 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 workings of the 
Matrix to the current Board or any other Stakeholders you deem appropriate. 

It has been a pleasure working with you and Mr. Sturgeon this Important project and I look forward to 
bringing ltthrough to fruition. 

Let me know how you would like me to proceed, 

Warm regards, 

/IIµ 
Mark J. Surrette 

Management Information Circular Compensation Survey 
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1. Composite Nalcor Energy Board Specification 

Overall Philosophy 

Nalcor Board 

To attract outstanding Jndtvlduals to the Nalcor Energy Board who bring a true oversight and 
counseltng orientation with the requisite competencies and experiences (set out below), lndudlng 
a cultural flt that seeks to contribute to a highly collaborative but Independent-minded board. 

Required Compctcocies 

1, Strong Conceptual Skill and Intellectual Insight 
• Ability 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 capablllty; and 
• Willingness and capablllty to delve Into and understand complex business dealings 

and long term Investments. 

2. Nalcor Values Orientation 
• Ability to communicate openly and foster an environment where Information moves 

freely In a timely manner; 
• Demonstrates 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 capabllitles; 
• Shows respect and dignity by appreciating the lndlvlduallty of others; 
• Ability to provide leadership and empower Individuals. 

3. Judgment and Risk Assessment Savvy 
• AblHty to effectlvely oversee Nalcor's overall Investment strategy: 
• Up-to-date knowledge of the Canadian and International business; 
• Experience with multiple perspectives on risk and risk management; 
• lntematlonal capital markets exposure; and 
• Ablllty to understand the unique Investment characteristics or long term assets, 

Infrastructure, and real estate. 

4. SophlstlcaUon 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 
• Ablllty to contribute to the strategic thinking and proactive lnnuence required to 

ensure Nalcor's Independence and founding legislative mandate. 

s. International Orientation 
• Knowledge or lntematlonal markets and business operations, especially where the 

Nalcor wlll be active In securing Investment capital and partnerships. 

Composite Nalcor Energy Board Speclncatlon ff 

------·----·· 

I 
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6. Board-Level Contributor and/or Senior Leadership Business Acumen 
• 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, lncludlng success In 

building, consolidating and overseeing at a board/senior leadershlp 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 Information 
In highly changeable extemal circumstances; taking calculated risk); 

• Experience In making decisions that are long term In nature; 
• Experience In the leadershlp, oversight, attraction and retention of talent; and 
• Expertise and famlllarlty with nnandal lnformaUon, public accountability, performance 

metrics, and reporting. 

7, Diversity 
• Vlslble minority/ nrst nations; 
• Exposure / experience dealing with nrst nations Issues; 
• Gender balance; 
• Able to bring a diverse perspective to the board; and 
• Demonstrates cultural competence. 

Composite Nalcor Energy Board Spectncatlon I I , 
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Nalcor Board 

-------------------------------------
2. Current Boord Analysis- Nakor Board Competency Matrix 
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3. Current Board Composite Profile & Gap Assessment' 

- - - -
llaaijl}C~l!l~~~ I - - -,ri:-- ---- 1~nl!rit .. 

I 
I, ~ ~ !Mj 

J - -
ii -
II I! 
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• 6; 
( 1 

~ 
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' ' 11 
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I! 111 
-
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Savvy 
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·= Sensitivity In Pealing 

I with Mull• 
Stakeholder 

Env ironments 
I 

11 s. lntematlon11I 
Orientation 

1r-
&. Board-Level 

11 
Contributor and/or 
senior Leadenhlp 
Buslnus Acumen 

Ii I 
1, 

Diversity 7, 

l . Closest year 10ul, a5 ill «DATE>>, 201S - date of analysis. 

Average Age: ___ _ Gender Mix: ___ _ Average Tenure: _ 

La cations: ____________________________ _ 

Le!jt!nd 

Fldt in Ewidona: 

Sl!)nifian1 E.l,peiena: 

iteaS11r11ble Ell)fflenc,: 

limtl~ Espenena, 

No &pcncna: 

Current Board Composite Proflle & Gap Assessmentl u 
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Individual Board Member Profiles 

First Name: ..,K..,e,...n,__ _______ _ 
Last Name: a,;M.,.a.,.rs....,.hxa .. 11 ______ _ 

• .. 
t 
~ 
0 

_, 

Lcgcroo 

Fllllv n E•ldcnce 
sion,liaNE:si,erieni:e 

Re1sonable Eo;,c, 1cna: 
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Nc,Eqi,:nonce 

- j 
' -- .,,,_ - . __.;a 

,liidM&uil,Com~~ fJ!._tii!_ -- -· -
@'tAssaa-!!!!1lt - j 

- r:om~ cv, ·- - - /. 
- l -

I 1, Strong Conceptual Skill and Intellectual 
Insight 

·' 
2. Nalcor Values Orientation 

I• l 
1 

I" 
I 

3. Judgment and Risk Savvy ,;, 
4, Sophistication and Sensitivity In Dealing wtth 

Mull-Stakeholder Envlranments 

I · • I 

' s. lntematlonal Orientation 
I 

I I 

11 ~ 

:, &. Board-Level contributor and/or senior 
" Leadership Business Aaimen 

Ii 1, Diversity 

Age: _____ _ Gender: ___ _ Years on Board: _____ _ 

Location: 

Functional Experience: 

Industry Experience: _________________________ _ 

I 

I 

Current Board Composite Profile & Gap Assessment! 
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First Name: .,.G..,e..,ra.J .. d.__ ______ _ 
Last Name: ..,s..,h..,o..,rt.a.a..,1.._1 ______ _ 
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~ ··-- __ .__ 

~ /AsHI~ 

Age: _____ _ Gender; ___ _ Years on Board: _____ _ 

Location: 

Functional Experience: 

Industry Experience: _________________________ _ 
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I 
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! 
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First Name: ... J~o:um~--------
Last Name: ~C:.Uli~ft.___ ______ _ 
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First Name: ,.E.._rl..,n,__ _______ _ 
Last Name: ,.B..,rae..,en..,_ ______ _ 

1. Strong Conceptual Sklfl and Intellectual 
- - ·1ns1jht - - -

2. Nalcor Values orlenbltfon 

3. Judgment and Rlsk Savvy 

s. Intematlonal Orientation 

&, Baard•Level Conbibutor and/or Senior 
Leadership Bu1lnus Acumen 

7. Dlver~lty 

Age: _____ _ Gender: ___ _ 

l,ega.d 
e FllltyinEv,dcnce 

• Slg"lliancEq,cncnce 

C • Reu<nltic Esporionm 
~ l.im,~Elll)enen~ 

0 Na E.periena:, 

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 beard 
diversity In light or Its current 
composition. 

• Average Board tenure Is reasonable 
(7 .4 years) In light er recent 
additions. 

• Capital Intensive Investment 
oversight/bread responsibility remains 
a priority. 

• Global energy and financlal market 
~inter-connectivity" underscores 
desire for enhanced global 
markets/Investments experience. 

• Additional functional skills In risk 
management (Ideally In a 
globaf/lnternatlonal setting) stl11 
welcome. 

• IntematJonal experience/exposure Is 
still not a defining characteristic of the 
Board. 

• Limited other organlzatlonal 
Infrastructure bulldlng expertise, 
encompassing HR, rr, and 
Engineering expertise, with Board 
overall. 

Implications for Future 
Board Placements: 

+ Sourcing qualified diversity candidates 
Is an ongoing consideration In all 
Nalcor searches. 

• Intematlonal experience remains an 
opportunity area - especlally In light 
of the Nalcor's continuing geographic 
diverslncation of Its need for capita!. 

• Experience In the attraction and 
retention of world-dass human capital 
through use of sophisticated HR 
practices Is an opportunity area. 

• Experience In the "scaling up" of key 
Infrastructure and managerlal 
processes (I.e., IT, finance, Eng) - In 
sophisticated and complex enterprises 
could stlll be enhanced. 

• Ideally targeting candldate profiles 
that can contribute to a long possible 
tenure with the Board - but will 
balance this aspiration with the 
distinctiveness of the overall 
candidate profile. 

Current Board Composite Profile & Gap Assessmentl (I I 

_____________ .., _______ _ 
-------------------------------
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Nalcor Board Search Focus Priority ford-. ISMn:h: 

• Esanlbl 

~Priuily 
Strang Conceptual Skill and Intellectual Insight 
• Ability to asslmllate, 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 or analytical capablltty; and 
• Willingness and capablUty to delve Into and understand complex 

business dealings and long term Investments • 

() OA,Gtunly 

~ "Nice 1111 Haw:" 

0 Udllely/NDl111q1.11rtd 

• 2. Nalcor Values Orientation 

._ 4. 

.. 6. 

• Ablllty to communicate openly and foster an environment where Information moves freely 
In a timely manner; 

• Demonstrates a high level of accountablllty through holding oneself responsible for actions 
and performance; 

• Evident commitment to safety by protecting oneself, colleagues and the community 
• Committed to being sincere and demonstn,tes honesty and° trust; 
• Evident teamwork capabllltres; 
• Shows respect and dignity by appreciating the Individuality of others; 
• Ablllty to provide leadership and empower Individuals. 

Judgment and Risk Assessment Savvy 
• Abllity to effectively add value to Nalcor's overall Investment; 
• Up-to-date knowledge of the Canadian and lntematlonal business; 
• Experience with multiple perspectives on risk and risk management; 
• International capital markets exposure; and 
• AblUty to understand the unique Investment characteristics required or long term assets, 

Infrastructure, and real estate, 

Sophistication and Sensitivity In Dealing with Multi-Stakeholder Environments 
• Experience and reputation for success ln 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 rounding leglslatlve mandate. 

International Orientation 
• Knowledge or lntematlonal markets and business operations, especially where the Nalcor 

wlll be active In securing Investment capital and partnerships • 

Board-Level Contributor and/or Senior 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 their Implementation; 
• Experience In a growing and Increasingly complex organization, Including success In 

building, consolidating and overseeing at a board/senior leadership level an organization's 
Infrastructure (I.e., TT, HR, Finance, Enterprise Risk Management, etc,); 

• Tolerance for ambiguity (I.e., comrort In making decisions with Imperfect lnrormatlon In 
highly changeable external circumstances; taking calculated risk); 

• Experience In making decisions that are long term In nature; 

Current Board composite Profile & Gap Assessment! J il 
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• Experience In the leadership, oversight, attraction and retention of talent; and 
• Expertise and ramlllarlty with financial Information, safety orientation, 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. 

Preferred locations __________________________ _ 

Preferred Functional Experiences _____________________ _ 

Preferred Industry Experiences ______________________ _ 

Current Board Composite Profile & Gap Assessment! i@ 
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Proflle(s) for the Search of Additional Board Member(s) 

First Name: Last Name: 

Jci ·~· - -II - -- -- --- ,·-- ~ 
- ~~~ 

Essential 
~ 1. Strong C:Onr:eptual Skfll and Jn~le~al 
~ Jnslght ., !~ -- -- - -,,. -- - -- - ~ - -

~ ! 
I Essential 

' 2. Nalcor Values Orientation 
J • - -II 
l 

- -
I Opportunity 

3. Judgment and Risk Savvy () 

a: ·-

Sophistication and ~sltlvlty In Dealing with Priority ·1 4. 
M!lll·stakeholder Environments ._ 

- - .. -- .- - ·-:, 
Opportunity 

s. International Orientation C) i i 

~ - ·- -
" 

&. Board-Level Contributor and/or Senior Priority 

Leadership Business Acumen ._ 
IL -- ·-

,I! 
7. Diversity Priority 

I .. 
Age: ______ _ Gender: _______ _ 

--- -- _ ,_ 

- w•i 

Location: ---------------------------------
Functional Experience: _________________________ _ 

Jndustry Experience: __________________________ _ 

I 
a 

i 

Current Board Composite Profile & Gap Assessmentl iM 
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(40%). Design and construclion Is performed by Astaldi (with a 50% stake), and the French firm Vincl Construction 
(50%). 
UPPER CISOKAN PUMPED STORAGE POWER PLANT PROJECT (Package 1 - Lot 1-A) I Indonesia 
(construction}: 234 mmion US dollars, 30% of which rerers to Astaldi's slake, for performance of the first lY/0 
phases of the Upper Clsokan Hydroelectric Project on Java In Indonesia. The project is one of the most Important 
in progress to dale In the counlry tn the hydroetectric seclor and is funded by lhe World Bank. The works will be 
perfonned as a joint venture with the Korean company DAELIM (principal, with a 40% stake) and with the local 
firm WIKA (30%}. 

Events after the reportlng period 

In February, the ACe consortium 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 structures (Dome and Main Structure) of the 
European Extremely Large Telescope (E-El T), the largest opUcal telescope in the world. The ESO (European 
Southern Observatory) Financial CommiHee authorised ESO to commence final negoliallons with lhe ACe 
consortium, with the aim of signing the final conlract in May 2016. All the details wm be defined and disclosed 
subsequent to signing. 

Outlook 

Astaldl Group will pursue its planned growth over lhe coming months, rocusing on the development of Its acUvities, 
aimed at further consoAdating the Group's distinctive features (coosolldaled competitive positioning, high-quality 
order backlog), while at the same time opUmtslng its integrated supply capacity. 

The commercial strategy will follow the Group's risk management policies, able to promole even more marked 
diversirlcatlon of activities. Specifically, the aim will be to consolidate the Group's presence in countries where it 
traditionally operalas that continue to Invest In mulU-year Infrastructure programmes such as Turkey, Chile, Poland 
and Algeria, and hence to strengthen its role In areas wilh steady economies and clear investmenl programmes. 
At the same Ume, the focus will also be placed on new markets able to guarantee that oplimal country/risk 
diversification which Is Increasingly a necessary condition for maintaining suitable levels of competitiveness. The 
development or strategic, high standing partnerships, able to ensure suitable risk sharing as wall as greater 
opportunlUes for success In entering new markets/areas, will also help promote growth. 
From a sector vlewpoin~ commercial efforts will be focused on acquiring EPC conlracts, together with a careful 
assessment of the opportunities the Concessions sector has lo off er, always within a logic of_ asset rotation with 
the projects currenlly being disposed of. 

From a geographical viewpoln~ Chile, Peru and Turkey wiU continue lo be markets of major interest for the 
Group's traditional business sectors, as well as in relation 10 projects in concession. As regards Canada, now that 
the start-up ~lems related to the Muskrat Falls Hydroelectric Project have been overcome, consolidation of this 
geographical area Is planned through the development or local partnerships. TEO, the Canadian company 
acquired and reorganised in recent years, win also contribute to growth In Canada. Addilional opportunities may 
also arise from markets of new interest- Panama, Iran, Cuba, Sweden and Norway-, which ii is felt may, on the 
whole, offset the planned reduction of production In Venezuela and the slowdown in Romania and Bulgaria. Thel'!I 
will also be further development in Poland, also thanks to the ability the country lraditionally boasts in making use 
of funding provided by the European Community. 
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Main consolidated results at 31 December 2015 

The 2015 consolidated results offer confirmation of the Group's growth plans thanks to a successful positioning 
strategy In the various geographical areas II operales and to Us consolidated business capacity. 

Total revenue amounted to EUR 21854.9 mllllon showing a 7.6% Increase, compared to EUR 2,652.6 mU/lon In 
2014, wllh operating revenue accounting for 95.6% and other revenue for the remaining 4.4%. Speclfically, 
operating revenue Increased lo EUR 2.730 mllffon (up by 7.5%, EUR 2,540 million at 31 December 2014), 
while other operating revenue Increased to EUR 124.9 mllllon (+11.4%, EUR 112.2 million at 31 December 2014). 
The geographical areas making the greatest contribution to this result were Europe (Poland, Romania, Russia and 
Turkey), Norlh and South America (Canada, Chile, Peru and United Slales) and Algeria. Italy also conlnbuled 
while, however, confirming a lrend that was affected by the country's economic sltuallon. 

The geographical slruclure of revenue offered confirmalion of lhe progressive consolidaHon of international 
activities, able to offset the trend recorded In Italy. Specifrcally, lntematlonal (82.9% of revenue) generated EUR 
2,262 million (+17.8% compared lo EUR 1,920 million In 2014) referring to: (I) lhe increase from Europe 
(Including Turkey) to EUR 1.3 blfllon (+14% YOY), thanks lo progress on contracts in progress fn Turkey (Third 
Bosphorus Bridge, Gebze-Orhangazi-lzmir Motorway, E~ik lnlegrated Health Campus in Ankara), as wel as the 
excellent results from activllies In Russia (WHSD in SL Pelersburg) and Poland (S-8 National Road, Wi~nlewo
Me:mnin sectlon; S-5 National Road, Poznan-Wroclaw section; Warsaw Underground, Line 2; John Paul II 
lnlemalional Airport Krakow-Balice), as well as Romania (Lines 4 and 5 or Bucharest underground, road works); 
(ii) the major Increase In America to EUR 835 million (+31.9% YOY), !hanks lo progress on activttles "1 Canada 
(Muskrat Falls Hydroelectric Project}, Chile (West Melmpolilan Hospllal, Chuquicamata Mine, Arturo Merino 
Benllez International Airport) and Peru (Cerro del AguUa Hydroelectric Projecl); (Iii) the Maghreb totalled EUR 123 
mltllon, thanks lo progress on lhe Ssida-Moutay SHssen and Saida-Tiaret railway works In Algeria; (iv) lhe Mlddle 
East contribuled with EUR 49 million, thanks to progress on railway projects In Saudi Arabia (Jeddah and Kaec 
HS Stalions), Italy recorded 17.1% of revenue equal to EUR 468 mllllon; despite the trends seen in !he public 
works sector, the Group managed lo maintain a slgnif icant order backlog !hanks lo the expansion of operations in 
the Plant Engineering and Facilily Management segment and the synergies generated with NBI (a 100% Aslaldl
owned company specialising in this segmenl). Specifically, progress made during lhe year on the Quadrilalem 
Marche-Umbria road network and railway works related lo undergrounds (Milan Lines 4 and 5, Rome Line C) is to 
be appreciated. II must also be noted that even if Line C of Rome underground experienced a standshli In works at 
the end of the year, a suilable level of producllon was achieved for the first nine monlhs or 2015, A posllive 
contribution was also recorded in relation lo progress on the project involving the new hospital In Naples 
(Ospedale del Mare) and operation of the new hospitals In Tuscany through the investee GESAT (Aslaldi Group 
holds a 35% stake). 

Construction accounlad for 99.1% of operatlng revenue and benefitted from Astaldi Group's high level of 
specialisation in the Transport Infrastructures segment, but all !he other segmenls the Group tradiUonally operales 
In also generated significant contnbutlons. Specifically, Transport Infrastructure accounted for 68.6% of 
operatlng revenue followed by Hydraufic and Energy Production Plants with 15.6% of operating revenue), Civn 
and Industrial Construction (8.8% of operating revenue) and Facility Management, Plant Engineering and 
Management of Comple,c Systems (6.1 % of operating revenue). 

Concessions generated approximately 1% of operating revenue, EUR 24 million (In line with 2014). The 
yearly figure reffects the resulls of operation of Milas-Bodrum International Airport in Turkey, which reached Its 
natural expiry date in October 2015, and of the new hospitals in Prato, Lucca and Pisloia In Tuscany (Ualy). 
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Tel: +1 506 BSJ 3097 
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P.O. Box 8700 
St. John's, NL A1B 4J6 

H.Ula• 
RBC Walffllde Cenlni 
1871 HDll!sSlrNI 
Suite SOD 
HIIIIIH, NS B3J 00 
Tl!l: -t.19024201080 
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March )<xx, 2016 

Muskrat Falls Project Review of Project Cost, Schedule and related Risks 

Mrs. Mullaley, 

SI. John's 
f'orlls PJ.,ce 
S Sprlnqda~ Slreel 
SulleBOO 
St. John's. NL AlE 0E4 
Tel: + l 709 726 2840 
f'111: +1 7097260345 

EV has completed an Interim report as part of the review of the Muskrat Falls Project's cost, schedule and 
related risks ("engagement"). Our em;agement Is being performed In accordance with the statement of 
work dated 14 January 2016 between EV and Her Majesty l.!l Right of Newfoundland and Labrador. 

The objective of the enga9ement Is to assess the reasonableness of the Muskrat Falls Project's cost and 
schedule forecast. and to Identify opportunities to address any materlal/crltlcal 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 EnerQy Ltd S Natcor") completes their ongoing reforecasttng 
process. This Interim report provides significant value throUgh: ... 

Informing Government on current matertai 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·basellne activities; and 
Informing the EY flnal review, enabling if 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 documentaucrn, as well as enquiries and discussions with senior management 
and representatives of Nalcor, the Oversight Committee and the Independent Engineer. The services 
provided by EV in this report are advisory In nature. 

EV has not developed Its 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 sincerely, 
X XXX 
Ernst & Young LLP 
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Disclaimer -----------
This report Is Intended solely for the Information and use of management of Her Majesty In Rl9ht or 
Newfoundland and Labrador as represented by the Executive Counsel and Is not Intended to be and should 
not be used by any other parties. In prepartno this report, EV relied on Information 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 rs 
subject to certain limlh1tlons. We shall have no responslblllty 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 responsibility for loss or damage, Ir any, suffered by any third party as a result of reliance on, 
decisions made or actions taken based on this report. 
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1 Executive summary ----------------·----
1.1 The Government of Newfoundland and Labrador ("the Government") engaged EY to assess 

the reasonableness of the Muskrat Falls Project1s1 ("the Project") cost and schedule forecast 
and to Identify opportunities to address anv materlal/critlcal risks. 

!-2 The current cost fgre~ast fur the Project was set in September 20iS. At thTs Hme tll!. Proj~ct 
sched&Jle was not updated put was described as "under review". This cost ~ri_g schee!Yle 
PQ~lt!oJl ("the September 2015 fQreCc!~t")jforms,the basisifor the EY ~vleWi(1.t.be Review") 
and~ summarize_! In the table Qelow: 

1.3 The overall conclusion of the Review Is that the September 2015 Forecast Is not reasonable. ,.. r 
The prlnclpal reasons for this conclusion are as follows: 

• the Muskrat falls Generation ("M(G") contract for civil construction (s slgnjfl_can_tly 
gehlifd scffe'g!,1~ 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; 

K 

the current contingency level representing 4.7% of the cost to complete3, or 2.3% of 
total cost, Is low forffie 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 foil owed by commissioning and Integration. This construction 
work Ts 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 dellvery challenges that have been experienced to 

1 Does not Include the Emera Maritime Link scope 
z At the time of the September 2015 Forecast, Nalcor communicated that First Power In 2017 was not athlevable 
3 As at the 31 December reporting period compared to the September 2015 Forecast 

Paoe 1 
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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 ~ pacts of all ~ Ject risks, Including the abov ¥tit be preparing a 
revised forecast gy the end of!Marcti_ 2016,~u.!>Ject to th gncll,lsion oj cpmmercial 
disp!sslons with a major1,contractor. 

1.5 We have the following observations relevant to the conclusion in 1.3 above: 

1.6 

risks defined by Nalcor as strategic and outside of the controllable scope of the Project 
team are not allowed for In the financial forecast;( 

the potential cost and schedule Impacts of all lndivlpU§I risks are recorded in the 
Project's risk register but are not systematically ref I eded 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. 

From the above conclusion and observations, EY1 recommends that: ,,, 
the Project should revise its planning and fo ecastlng processes to explicitly Include the 
regular reporting of a fully1risk·adjusted fin al forecast of cost and schedule; 

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 Tn e course of conducting the RevTuw, EV has oo~,rved that g9vernan~e and repor!ln_g 
~r~11_ge.mef!ls tQ date have f!.Qt been effe£tl ve in givl11g ~Jakeholder i:o!lf!_denc~ on for~c;as1 
proje~ cost and schedule. In EY~_gpinlon, the.re is a need to s rength,n Project g9vern~11ce 
a!}_d repq_rtlr!g to pcovi~e more effective over!lobl..~nd con~.ructtve challenge to Ptc;>J~~.£ 
perfo[1Tiance and ex~ut ton, ~~y d_ecistons and forecasting~ 

Paoe2 

CIMFP Exhibit P-04351 Page 359



1.8 From these further observations, EV recommends that: 

Projeg.governance ani:l~~n ~n.t oversight should be r~·!valuated by Q9verruJl!n!. 
!lrld strengthened@i ' hi Pr9Ject, alcor Board and Gover11_ment evets: Anet 

Pr9jed reporting s ul9 be en- ced to.!l)pport senior m_~nagement focus on ltey Jis~s 
and Issues, to comm lcat more clearly how key risks are reflected In the forecast and 
toenable more ef fecffve,G V@(!lm~n'J OVersJght. ·- ·- --- ·-- - . . . -· 

EV will work with Government t fully develop options in relation to the design and 
Implementation of all the above ecommendatlons. 

Page3 
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2 Introduction 

2.1 The Project is a multi·bllllon 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 swltchyards; 

Labrador Island Transmission Link: Includes a ±350-kV HVdc transmission connection 
from Muskrat Falls to Soldiers 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 824-MW) 
turbine/generators, dams/spillways, river diversion, North Spur stablllzatlon, reservoir, 
access road and buildings. 

2.2 The Project Is being delivered through multiple separate contracts. Nalcor performs its role 
through an Integrated project team of approximately 400 people. SNC Lavalln was originally 
engaged as the Engineering, Procurement & Construction Management ("EPCM ") 
contractor. From November 2013, Nalcor moved to an integrated management model 
utilizing Nalcor staff, SNC Lavalln resources and other third-party consultants. 

Page4 
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2.3 The Project deploys proven technology, 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 
reforecastlng processes since sanction, shown In the chart below. 

e,soo 

7,500 

! 6,500 
0 
~ 5,500 
41) 

4,500 

3,500 

Project budget evolutlon 

Ptofect Sanction DG3 PtoJect Refarecast 1 Project Reforecast 2 
(Au9 2012) AFEl (Jun 2014} AFEZ (Sept 2015) 

2.5 The main drivers reported by Nalcor for these cost movements were: 

market conditions and market pressures; 

rellablllty Improvements ana'aesign enhancements; and .. 
contractor performance 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 f aclllty will not 
be met and are under review. 
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3 Objective and scope 

3.1 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 materlal/crltlcal risks. 

3.2 At the start of the Review, Nalcor informed EY that It was engaged in commercial discussions 
with the MFG clvll works contractor and that EV would not receive forecast information 
related to this contract during January 2016. 

3,3 During the Review, Nalcor advised EY that the commercial discussions 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·basellnlng activities subsequent to the completion of 
those discussions. 

3.4 As a result, this interim report wlll assess the reasol'@bleness of the Project's most recent 
approved cost and schedule forecast - namely the September 2015 Forecast shown below: 

3.5 It Is acknowledged that many key risks and issues of the September 2015 Forecast have 
already been Identified and documented by Nalcor. In response to these risks and Issues, 

.( 

Nalcor expects to complete their reforecastlng 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. 

3.6 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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4 Approach 

4.1 The Review has been based on data and Information provided by Nalcor. EV 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 teal'Q, 

4.2 Due to the scale of the Project and the timeline and sc~pe of this review, EV has focused on 
areas likely to be material to the overall cost and schedule of the P.roJect. We have selected 
10 major contracts based on the followlng criteria: 

total monetary value; 

spend to complete; 

potential to impact other contracts: and 

potential to impact critical path. 

4.3 For each of these contracts, cost and schedule risk has first been considered at the lndivlduaf 
contract level. Individual contract risks may be partially or wholly mitigated at the Project 
level through cost or schedule contingency. EV 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 proactlvely 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 remaining Project scope mean that significant 
risk stlll exists. Nalcor has processes In place to Identify, ~'f'.aluate and mitigate project risks. 

Risks to cost and schedule 

5.4 The Review has hfghllghted risks In each of the following areas that are relevant to the 
reasonableness of the September 2015 Forecast: 

MFG civil works contract; 

.. HVdc transmission line contract; .... ,, 

... HVdc converter stations contract; and 
,, r 

contingency level. 

These are explained in m9re 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, Spillway 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. 

Pages 
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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 r!_qulred contras tor's mo61ifzaifon and ramp..J!P.; 

Inadequate p~nQin_g and establishment of reQUlredJlnfrastructUre; 

lower than planned concrete i::,Tacement rates; 

numb~ 9f contractor's p.roJed manag~ ~lace1J1ents a!ld co!ltractor's projecf 
managemeoJ P.ersonne1.changes;, 

quallty& f contr~tor's man~g~ment resource~; 

overall contra~tor ~rrorma~ ,J!!!!lag~!fllU'lt and supervision; ~nd 

a key ~ gture ofthe contr~tor's execution plan was the contra~tor's Integrated Cover 
System (ICS), ~~~!gned to enable winter working op the po! erho!,lse. The ICS w~s not 
successfully delivered, wftfch sfgnmcant!y Impacted the ~bllity to ~ace c;_qncrete during 
fhe wln!l!r months. The ICS fias now been removl!g, 

5.7 Concrete placement rates Improved significantly after-Ol 2015, In part due to Intensive 
contractor performance management by Naicor. Progress on this contract Is significantly 
behind the original contract schedule • 

• B Th.e g,ntracf structur~ was des!9_ned tg_ realize posslble savings In constr1,1~tion labour i..t,,t,, 
(!roductlvlty and ~!$0 to prote~t Nale or from any labour cost overruns that mlgh! lle ~ / 
experienced by the contrac;!Qf. It W!3S i11tende!f th~t this would be achieved by includlng Ii,1th'.j' 
confrad a max·lmum value for l abour that Nalcor would have to pay to the contractor.!. 
However, Tue paYf!!ent mechanJs.!TI Is b~eg Qn person·hQ~r$ ex~ended rather than m3 of 
concrete pourgd! This mechanism did not caJ.!~Ur!! the potentlahfor,poor. contract 

t. o _ management of labgur ~nd the conseguent decoupling of labour ~Id for from worl{ 
~ Y £Q!!!pleted](measurei1 by m3 of concrete pqured). As at_Qecember 201~,Jh.e proportiq_n o! 

/ ~,'( contract value paid Jo ffie c_QnJrfil:tor Js ifgnificantly greater ! han the Rr~ortlo of th~ 

1 
~ V'_ concrete UJ_at has been placed. 

\ft-/ ,.. 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 under 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 fine 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 llne 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 connedtng Muskrat Falls to Churchlll Falls under a separate contract. 

5.12 In the first nine months of the 32·month contract 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 skilled crews from the successful 
execution of the HVac contract. The physical dlstrlttutlon of-the work also means that It Is 
possible, at the contractor's own cost, to work on multlpl~ work f rants to Improve progress. 
The contractor Is lncentlvlzed through the contract to minimize delay. 

5.14 However, risks exist to future schedule performance, Including continued poor performance 
from the contractor, weather conditions and areas.requiring a higher proportion of more 
complex f oundatlon Installations. 

5.15 Performance to date and the ongoing risks descrlbed·aljove create potential for a multiple 
month delay to the contract schedule. This potential delay could be greater than the time 
contingency included In Na!cor's ProJe£1 schedule and so presents a risk to overall Project 
milestones. 

l 

HVdc convertor stations contract 

5.16 The HVdc converters 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 delays to the mechanical completion of the converter stations, with the Muskrat 
F' alls 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 maintain the forecast schedule. 

5.17 Nalcor expects Improved progress and the contractor Is lncentlvlzed through the contrad 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. 

Paoe10 
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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, 

• • .Q 
5.21 Nevertheless, the scale, complexity and time fram~ of the r~malnlng execution mean that 

there Is potential for significant risk. This ls Illustrated by the scope of work to be completed 
on major contracts, as shown In the chart below4: 

Selected maJor contracts 
Physical prooress as at 31 December 2015 

Hvac Transmission Line 

Turbines and Generators 

HVdc Transm!sslon line - Labrador 
North Spur stablllsatlon 

Swltchyard Substations 
Splllway & Powerhouse Hydro·Mechanlcal 

MFG civil works contract 
Synchronous condemsors 

Convertor stations 

HVdc Transmission line - Island 

North and South Dams -1==.===:==:;::::::=;=::;:::=:;::::=;:==;::=:;::::~ 

Physlcally Complete Forecast Percent Remalntn11 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. 

• HVdc transmission llne contract has been separated Into two scopes for the purposes of the chart 

Pa11e 11 
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5.23 Nalcor has Identified and documented risks associated with all remaining scope, Including 
commissioning and integration and there Is opportunity to mitigate some of these risks. In 
addition, the contract structures In place provide some protection for cost and schedule risk. 

5.24 Nevertheless, EV 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 ORA that should be used to Inform the amount of contingency required. 
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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 Is no quantified reserve held elsewhere to allow for the strategic risks. 

6.3 The following risks are classlfled by Nalcor as strategic: 

Schedule risks - relating to bad weather, to the volume of work required to deliver the 
powerhouse, (particularly given the challenging performance assumptions for 
powerhouse concrete) and schedule challenges 'tor. certain sections of the transmission 
line; 

Performance risks - the risks of not being atile to,achleve the performance rates and 
productivity assumed In the schedule estimate and the challenges associated with being 
able to attract the quality of exp"erienced front:itne supervision required to manage 
performance; and 

Skilled labour risks - risks of budget~d labour rates being exceeded. 

6.4 The crystallization of risks classlfled,as strategic was the main driver for the cost Increases 
seen to date on the Pr9Ject. 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 regularly 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 rlsk·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. 
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Project Governance and Reporting 

6.8 Jn the course of con~u~tl11g the R~vlew, EY has obs~rved that govern~nce and reporting 
a_rfpl}gem@nls fo date h@v~ not been effective in giving stakeholder CQDf_KjeJlg! on f oreca~t 
PrQjed cost and schedule. In EV's opini on, there Is a need to strengthen Proje~! ggverrtance 
and reporHng to provide more effective oversight and constru~tlve challenge to Prpject 
~ aorrnance and execajion, key ~ cislons and forecastln_g. 
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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 final forecast of cost and schedule; 

the Project contingency should make appropriate allowances for all risks (including 
strategic). EV would recommend that consideration be given to use of a conservative 
PBO confidence level for setting Project contingency, based on a thorough Quantitative 
Risk Assessment; 

the sufficiency of the Project contingency should be reviewed quarterly to assess 
~ 

whether it approprlately covers all risks, taklng'account of the effectiveness of 
mitigation plans and the likelihood of risks CliVstafl!zlng; 

there should be separation of the Project contlngl flCY lnto·~n amount to be managed by 
the Project team and an amount to be managed at a h{gher level of governance; 

Project governance and independent oyerslgtit should·tie re-evaluated by Government 
and strengthened at the Project, Nalcor Board ani:t Government levels; and , ". 
Project reporting should be enhanced to support senior management focus on key risks 
and issues, to communicate more clearly How key risks are reflected In the forecast and 
to enable more effective Governm~nt oversight. 

EV will work with Go~ernment to fully develop options in relation to the design and 
implementation of the above recommendations. 
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EY I Assurance I Tax I Transactions I Advisory 

About EV 

EV Is a global leader In assurance, tax. transaction illld advlscry services. 
The lnslohts and quality services we deliver help buad trust and ccnndtnce 
In the capital marllels and In ecuncmles the world over. We dll'Jelop 
outstanding leaders who team to deliver on our promises to all or our 
stakeholders. In so t1o1n11, we play a aUlcal role In bulldll'IQ a better worfcll'IQ 
world ror our people, ror our dlents and for DUr coml1H.l'lllles. 

EV refers to the Qlobal Df'QilnlzalJDn and may refer to one or mora or the 
member firms of Ernst & Y!UlO Global Limited. each of which Is a separate 
legal entity. Ernst & Youno Global Umlled, a UK company llmlted by 
IJllll'i1nlee, does not provide services to cnents. For more lnfonnatlon 
about ourorvanrzallon, please visit ey.com. 

F'or more Information, please visit ey.com/ca. 

ey.mm/ca 

o 2016 Ernst & Vouno LLP. Al rl~ls reserved. 
A member nrm or Ernst & Youl'IQ Gk>bal Limited. 
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APPENDIX - Construction Order Backlog 
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- - -- - - - -

Minister, Natural Resources 

Memo 
To: 

From: 

Premier 

[Your NameJ 

cc: 

Date: March 7, 2016 

Re: Muskrat Falls Options 

Premier-

I believe there are two good options available to us on Muskrat Falls: 

1. Based on preliminary report by EV -
a. Draw a line on cost and schedule slippage 
b. Appoint new Interim Board of Oirectors(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) 

supported by EY to provide, within 30 days, a summary of all options and 
recommendations on how best to proceed. 

b. The mandate will include recommendations on governance, 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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., 

I recommend option 2 as It glves 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. 

I would like to discuss further al your convenience. 

Thank you 

Siobhan 
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, 

Potential Board of Directors: 

John Baker 

William Boyd 

Rick Daw 

Kevin King 

Ztta Cobb 

Peter Woodward 

Frank Davis 

Bob Noseworthy (fmr Chair PUB) 

David Mercer (fmr CEO Hydro) 

Peggy Bartlett 

Rex Gibbons 

Brian Bletz (fmr Chair Alberta PUB) 

Luke O'Brien 

Stan Marshall 

BIii Wells (fmr Chair PUB) 

Paul Dicks 

Norm Whelan 

Stephen Bruneau 

Jim Burton 

Glen Barnes 

Brad Wicks 

Rob Crosbie 

3 
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Potential Task Force Members and/or expanded oversight 

Linda lnkpen Paul Antle 

Stan Marshall 

Vic Young 

Gary Follett 

Paul Mills 

Earl Ludlow 

Davis Vardy 
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FY 2015 - Economic Performance 

+7.6% 

356.4 
+'4:4% 

12.S" 12.9" 

277.4 269!6 
+2.9" 

9.7" 10.2" 

inanclal charges (164.8) (138,9) +18.6% 

80.9 81.6 -0.-"' 

• EFFORT ON BUSINESS CONSOLIDATION 

• Canada - 2015 profitability mainly affected by the 
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 
to redefine the schedule and the conditions of the project. 

• Venezuela -Additional charge of EUR 16 million (EUR 36 
million In 2014) to complete the currency risk coverage on 
overdue receivables in local currency. As of December 2015, 
receivables from Venezuela amount to EUR 267 million. 

• Pre reclasslflcallon of Income from JVs/SPVs 

• FY 2015 EBITOA margin - I1,i. (11.6% in FY 2014) 

• FY 2015 EBIT margin -8% f8.9% In FY 20141 

& ASTA .. OJ FY 2015 Resulls Presenta ti on• March 9 2016 
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Murphy, Tim 

From: 
Sent 
To: 
Subject: 
Attachments: 

HiTim-

Coady, Siobhan 
Friday, March 11, 2016 8:35 AM 
Murphy, Tim 
Memo 
Muskratdooc 

Here Is what I sent to the Premier. I think we need to at the very least appoint the Chair and expand the Oversight 
Committee on Tuesday. 

Thanks 

Siobhan 
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