N Government of Newfoundland and Labrador
ve() d]‘and' Department of Natura! Resources
Labrador

March 1, 2017

Dear s.40(1)

Re:  Your request for access to information under Part 0l of the Access to
Information and Protection of Privacy Act (File # NR-11-2017)

This is to confirm that on February 1, 2017, the Department of Natural Resources
received your request for access to the following records/information:

A copy of the following briefing materials provided in December 2016 -
Fundamental Decision - Issuance of Exploration Licenses -lllegal quarry
activity by J3 Consuiting and Excavating in Kenmount Terrace, St. John's
-Nalcor Energy-BAF attraction of new tenant(s) post Hebron -
Environmental Site Assessment Phase 1 Update - North Atlantic
Refinery -Agreement Between Nalcor and Astaldi -Minister's
Participation in Mission to Mexico -2017 Labrador Industrial Customer
Rates -Pomerleau Inc Statement of Claim against Nalcor Energy Please
provide a copy of each briefing material as it becomes available

| am pleased to inform you that a decision has been made by the Department of Natural
Resources, confirmed by the Deputy Minister, to provide access to some of the
requested information. Access to the remaining information contained within the
records, has been refused in accordance with the following exceptions to disclosure, as
specified in the Access to Information and Protection of Privacy Act {the Act):

Section 29(1)(a)
The head of a public body may refuse to disclose to an applicant information that would

reveal advice, proposals, recommendations, analyses or policy options developed by or
for a public body or minister;

P.0. Box 8700, St. John's, NL, Canada A1B 4J6 t 709.729-1466










































Information Note
Department of Natural Resources

Title: Environmental Site Assessment Phase Il Update - North Atlantic Refinery (NARL)

Issue: To provide an update of the NARL Environmental Site Assessment (Phase Il) as part of

the environmental indemnity arrangement with the Province.

Background and Current Status:

The Environmental Site Assessment (ESA) will define the extent of the Province’s indemnity.
The ESA is being done in a phased approach in accordance with ENVC’s Guidance
Document for the Management of Impacted Sites. Phase | was completed in June 2015 and
Phase Il is ongoing.

Analysis:

The Phase Il work was undertaken in the second half of 2015 and the draft report was
provided to NR on December 21, 2015. Some Phase Il report findings include:

o Evidence of site contamination in soil, sediment, surface water and groundwater.

o Various samples exceed applicable guidelines for an industrial site.

o Recommends additional sampling and delineation that could refine extent of impacts.
Given the extent and technical subject matter of the Phase Il report, the review by NR, ENV

and JPS required several months to complete. NR provided the package of Phase Il report
comments to NARL on October 14, 2016.

The NR/ENV/JPS review package of the Phase Il report includes 92 comments which can
be categorized as either suggested report edits, requests for clarification or indemnity
exclusion areas.

Action Being Taken:

NARL and Stantec are continuing to review the Phase Il comments from NR.

Prepared / Approved by: P. Parsons /W. Andrews

Ministerial Approval:
December 9, 2016
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Information Note
Department of Natural Resources

Title: Agreement between Nalcor and Astaldi
Issue: To outline the key terms of an agreement reached on December 16, 2016 between
Nalcor Energy and Astaldi.

Background and Current Status:

Astaldi is the main contractor for the intake, powerhouse, spillway and transition dams at the
Muskrat Falls Generating Facility.

In fall 2014, the Muskrat Falls Oversight Committee reported that there were higher than
planned costs and slippage in project schedule for the Muskrat Falls Generating Facility. Nalcor
indicated that this was largely due to a slower-than-anticipated mobilization and start up by
Astaldi. Throughout 2014 and 2015, Nalcor worked directly with Astaldi to assist and support
the company to address its contract performance issues.

Astaldi has sought additional compensation since 2015, and has initiated claims.

In June 2016, Nalcor CEO Stan Marshall indicated that a settlement with Astaldi will increase
the project costs.

In July 2016, Nalcor announced that it had reached a bridge agreement with Astaldi, under
which Astaldi would have the potential to earn additional payments tied largely to volumes of
concrete poured.

Analysis

e The original contract provided Astaldi with a price per unit of labour up to a maximum ca
which the company reached in mid-2016.
S.29(1)(a)

The original contract value was about $1.1 billion, making Astaldi the largest employer on the
MFP and giving the contract a high public profile.

In June 2016, when Nalcor announced a new budget and baseline schedule for the project, the
company included an additional_for additional payments to Astaldi throughout the
life of the project. The rate projections published at the time (which included the 21.4 cents per
kWh for residential rates in 2021) included these expected additional costs.

The July 2016 bridge agreement included the potential for Astaldi to earn up to $150 million in
additional payments through to the end of 2016, Ieaving_in the project budget for
future Astaldi settlements.

On December 16, 2016, Nalcor agreed to the key terms of an agreement with Astaldi that
would see $570 million in additional payments (beyond the $150 million in the bridge
agreement) being made through to the end of the project construction, tied to contractor
performance. Half of the payments under the new agreement would be tied to specific project
milestones and half tied to volumes of concrete poured. This agreement brings the total cost of
the Astaldi contract to $1.83 billion.



The new agreement does not impact the project schedule.

e |nreaching this agreement, all claims by Astaldi to the end of November are settled.

e Rules for public companies operating in ltaly require that major contracts be announced
publicly without delay. For this reason, Nalcor and Astaldi are planning to release the high-level
details of the agreement terms at a news conference on December 21.

e The agreement is subject the approval of the boards of Nalcor and Astaldi, as well as the
approval of the federal government as laid out in the project finance agreement.

Prepared/Approved by: C. Snook/W. Parsons
Ministerial Approval:

December 20, 2016




Decision/Direction Note
Department of Natural Resources

Title: Minister's Participation in Mission to Mexico
Decision/Direction Required:

e Whether the Minister will participate in a Natural Resources Canada Ministerial Mission to
Mexico between January 31 — February 4, 2017 where Minister Carr will speak at the
Mexican Mining Forum and the Energy Mexico 2017 Conference.

e Itis recommended that:
1. The Minister decline the invitation to participate in the Mission to Mexico.
Background and Current Status:

e Minister Carr of Natural Resources Canada will be traveling to Mexico City from January 31
— February 4, 2017 to speak at the Mexican Mining Forum and the Energy Mexico 2017
Conference.

e There will be a business delegation of representatives from the Canadian mining, oil and
gas and electricity sectors; P/T Ministers or their delegates, as well as Canadian Indigenous
leaders joining Minister Carr in Mexico.

o The mission has two key strategic goals:

o To strengthen government-to-government relationships through deeper cooperation;
and,

o To advance business-to-business opportunities for Canadian companies.
Analysis:
o The expected tangible outcomes of the mission include:

o A bilateral Memorandum of Understanding on Collaboration in Sustainable Mineral
Resource Development will be signed,;

o A number of roundtables with Canadian mining and energy companies are planned;

o Two receptions — one in honour of the 150" anniversary of Canadian Confederation,
and one networking event with Mexican companies and officials are planned; and,

o A site visit to a Canadian-owned mining site in Queretaro is being planned.

e At this time, officials of NRCan have advised that all P/T Ministers have been invited to
attend the mission however only Nunavut and Nova Scotia have confirmed attendance.
NRCan estimates that another two to three Ministers will attend although they have not
indicated who that may be.

S. 29(1)(a)



Alternatives:
Option 1 — Decline invitation to participate in the Mission to Mexico. (RECOMMENDED)

Option 2 — Accept invitation to participate in the Mission to Mexico. (NOT
RECOMMENDED)

Prepared/approved by: R. Bates/W. Parsons
Ministerial Approval:

January 6, 2017




Information Note
Department of Natural Resources

Title: 2017 Labrador Industrial Customer Rates

Issue: To summarize Newfoundland and Labrador Hydro’'s (NLH) 2017 Labrador Industrial
Customers (LIC) electricity rates submission to the Minister of Natural Resources (NR).

Background and Current Status:

Implementation of the Labrador Industrial Rate Policy was initiated on May 1, 2013, with the
posting of new rates. The policy was fully implemented on January 1, 2015, with the
expiration of the 1961 Twin Falls Power Corporation (Twinco) sub-lease and associated
arrangements between Churchill Falls (Labrador) Corporation Limited (CFLCo), NLH and
Twinco. Under the TwinCo arrangements, CFLCo supplied 225 MW of power to Twinco at
below-market prices.

The Iron Ore Company of Canada (IOC) is effectively the only remaining LIC with the
closure of Wabush Mines, which has been in creditor protection since late 2014, but has
maintained some assets and requires a small amount of electricity during its
decommissioning phase.

The Labrador Industrial Rate Policy requires NLH to submit a report annually to the Minister
of NR prior to publishing new rates for the following year. The 2017 submission was
provided to the Minister on December 21, 2016. A copy of the report is attached as
Appendix A.

The 2017 average rate for LICs will be 2.58 cents per kWh, a slight increase from 2016
when it was set at 2.55 cents per kWh. Additional rate details are provided below.

2017 Labrador Industrial Rates Submission

The following table includes the rate components from 2015 — 2017 and the average
electricity rate. The rate components are discussed following the table.

Labrador Industrial Electricity Rates
Particulars 2015 2016 2017
Demand Charge 1.68 $/kW 1.68 $/kW 1.68 $/kW
Development Block Energy Charge | 2.243 C/kWh 2.272 C/kWh 2.277 C/KWh
Market Block Energy Charge 4.552 C/kWh 3.897 C/kWh 3.822 C/kWh
Blended Energy Rate- Firm Energy | 2.243 C/kWh 2.272 C/kWh 2.277 C/kWh
Average Cost 2.542 C/kWh 2.550 C/kWh 2.580 C/kWh

Energy Charges

e Energy charges for LICs are based on rates for two blocks of power: the Development Block

and the Market Block.

o The amount of Development Block power that NLH is forecasting to deliver to customers in

2017 is 1,969 GWh after transmission system losses of approximately 6.0 percent. The
2017 Development Block energy rate will be 2.277 cents per kWh, 0.22 percent higher than
the 2016 rate.



e Any additional LIC power requirements beyond the Development Block come from a Market
Block. This rate will be 3.822 cents per kWh for 2017, 1.9 percent lower than the 2016 rate.
There is no customer impact, however, as the total forecast sales to LICs in 2017 are less
than the available Development Block.

Comparison of Rates

e The LIC average cost per kWh is lower (based on 100 MW demand) than that of all other
Canadian jurisdictions and, thus, provides a competitive advantage for LICs. The average
cost for LICs is materially lower than the cost to QC industrial customers, which is primarily
due to the lower demand charge of $1.68 per kW for LICs compared to $10.30 per kW for
the QC Large Power Rate.

Analysis:

e NLH advises the size of the Development Block (1,969 GWh) was communicated to 10C
and Wabush Mines on December 19, 2016. They are typically not notified of the rate change
until their first bill in 2017. (NLH advises that the LICs are more concerned with knowing the
size of the Development Block than the rate change, as it is usually minimal.)

Action to be taken:
o NLH will post the 2017 rates by the end of 2016 and advise NR when this is completed.

Prepared/ Approved by: R. Chowdhury/L. Combden/C. Snook/W. Parsons
Ministerial Approval:

December 23, 2016




Appendix A: 2017 Labrador Industrial Rates
Submission

newfoundland iabrador
‘ Hydro Place. 500 Columbus Drive.
\x g ro EO. Box 12400. St. John's. NL
3 nalcor energy company Canada A1B 4K7

t. 709.737.1400 {. 709.737.1800
www.nifnla

December 20, 2015

The Honourable Siobhan Coady, Minister
Department of Natural Resources
Government of Newfoundland and Labrador
Natural Resources Building

P. 0. Box 8700,

St. John's, NL A1B 4J6

Dear Minister:

Please find enclosed for your review, the Newfoundland and Labrador Hydro submission
with respect to the proposed new Labrador Industrial Rate, to become effective January 1,
2017.

The submission includes the new and previous rate, rate component details and changes,
discussion and support for any proposed rate changes, and a competitive analysis of
industrial rates with other Canadian jurisdictions.

Yours truly,
NEWFOUNDLAN ?ﬂD LABRADOR HYDRO

Jim Haynes "
President, Newfoundland and Labrador Hydro

/bds



2017 Labrador Industrial Rate Submission

Newfoundland and Labrador Hydro

December 20, 2016
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2017 Labrador Industrial Rates

1.0 BACKGROUND

In December 2012, the Provincial Government introduced a series of legislative amendments
to establish a new electricity rate policy for industrial customers on the Labrador
Interconnected System. The objectives of the legislative amendments were:

(i) to ensure a transparent and fair rate for all Labrador industrial customers

inthe region; and

(ii) to assist in keeping the cost of electricity in the region competitive with

other Canadian jurisdictions while giving consideration to the market value of

electricity.

Prior to the establishment of the Labrador industrial rates policy, there was no published
industrial electricity rate for Labrador.” The absence of a published rate provided challenges
for companies interested in development opportunities in Labrador. The new policy
introduced one rate for all Labrador interconnected industrial customers, enabling both
potential customers and the Province to engage in long-term planning and evaluation of
potential developments while maintaining competitive industrial electricity rates. The new
policy was partially implemented in May 2013 and fully implemented in January 2015 for all

existing and future Labrador interconnected industrial customers.”

On an annual basis, Newfoundland and Labrador Hydro (Hydro) submits a report to the
Minister of Natural Resources prior to publishing a new Labrador Interconnected industrial
rate. This report includes information related to the existing and the proposed rate for the
upcoming year, details of the rate components and related changes, discussion and support
for proposed rate changes, and an analysis of Labrador’s interconnected industrial rate in

relation to that of other Canadian jurisdictions.

* The existing industrial customers on the Labrador system, [OC and Wabush Mines, were supplied in
accordance with the terms of long-standing contracts. Those terms expired January 1, 2015.

* Effective Ja nuary 1, 2015, the full load requirements of IOC and Wabush Mines are subject to the Labrador
Industrial Rate.

Newfoundland and Labrador Hydro Page 1
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2017 Labrador Industrial Rates

2.0 RATE DESIGN

2.1 Energy Charges
Energy charges are determined by Hydro and recalculated annually based on a set formula.
This formula calculates rates for two blocks of power: a Development Block and a Market

Block. The formula can be found in Appendix A to this report.

The Development Block is a block of energy which is provided to customers at a below-
market rate in order to stimulate development in the area. The rate is available to all existing
and future Labrador interconnected industrial customers. Prior to January 1, 2015, the
Development Block available to I0C and Wabush Mines was 122.7 GWh/year. This translated
to an average of 14 MW of capacity and was supplied by a portion of the Churchill Falls
(Labrador) Corporation {CF(L)Co) Recall Power.? As of January 1, 2015, the Development
Block has increased to 2,095 GWh, which translates to an average of 239 MW of capacity.
The increase in the Development Block reflects the transition of the 225 MW Twinco block of

power from Twinco to Hydro.”

The amount of energy dedicated to the Development Block (2,095 GWh) is based on the
amount of energy provided at the 230kV bus in the CF(L)Co switchyard. The net amount
forecast to be delivered to customers in 2017 is 1,969 GWh, which reflects Hydro’s
estimated system losses (6.0%).5 Schedule A to the Labrador Industrial Rate Schedule (see
Appendix A to the Submission) outlines the monthly breakdown of the 1,969 GWh available
to customers. The 2017 Development Block energy rate of 2.277¢ per kWh includes a rate
adjustment to recover the cost of system losses. This adjustment enables Hydro to recover

the cost it pays to CF(L)Co for the Twinco block.

* Recall power refers to the 306.9 MW as measured at Churchill Falls available to Hydro as defined in the 1969
Power Contract.

* Per the CF{L)Co Shareholder’s Agreement, upon the expiration of the Twinco Sublease, CF{L)Co is required to
make the Twinco Power available to Hydro for the purposes of distribution and consumption in Labrador West.
® The forecast losses to Labrador West are updated annually.

Newfoundland and Labrador Hydro Page 2
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2017 Labrador Industrial Rates

The Market Block applies to the remaining industrial customer load requirements beyond
the Development Block. It is calculated annually based on the New York Mercantile Exchange
{(NYMEX) settlement price for New York Independent System Operator (NYISO) Zone A Swap
Peak and Off-Peak electricity after the end of trading on the 19th day of November of the
previous calendar year, converted to Canadian dollars using the exchange rate at the closing
of the same day, and adjusted for losses through Québec. This method allows Hydro to earn
market value for energy sales from this block and also remain competitive with rates offered

in other jurisdictions. The energy rate for the Market Block in 2017 is 3.822¢ per kWh.

The energy rate also includes an Imbalance Energy Charge that applies to all energy in excess
of the forecast monthly energy requirements provided by each Labrador Industrial customer
to Hydro. The Imbalance Energy Charge is also a market based energy rate and is determined

monthly for the additional energy purchases required in the month.

The rate design for energy charges follows an inclining block rate design. If customers
increase their usage beyond the Development Block, the customers pay the marginal cost to
serve based upon the price established in the market. This increase in price between the two

blocks of energy promotes conservation by Labrador industrial customers.

2.2 Demand Charges

The demand rate is designed to provide recovery of capacity-related transmission and
generation costs on the Labrador Interconnected System. These costs are determined based
on the cost of service methodology approved by the Board of Commissioners of Public
Utilities (the Board).6 The Board effectively determines the amount of demand or capacity-
related costs on the Labrador Interconnected System that should be recovered from

Labrador industrial customers. Hydro cannot recover these costs from its rural customers.

® The demand rate currently in effect includes both capacity-related transmission and generation costs. The
demand charge for 2017 will separate the generation and transmission portions of the demand charge. This
separation is required because legislation requires that the transmission component of Labrador Industrial
rates be fully regulated by the Board beginning in 2015.

Newfoundland and Labrador Hydro Page 3
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2017 Labrador Industrial Rates

The inclusion of a demand charge in the Labrador Industrial Rate is consistent with generally
accepted utility practice in developing electricity rates and is an important component in

promoting peak demand management by customers.

For 2017, the demand charge is $1.68 per kW. It is comprised of two components,
transmission and standby generation. The cost per kW of each component is $1.25 per kW
and 50.43 per kW, respectively. See Appendices B and C to this report for further

information related to the rate derivations.

On December 1, 2016 the Board issued P.U. 49 (2016) in relation to Hydro’s 2013 General
Rate Application {(GRA). Hydro’s GRA included a proposed transmission demand rate of $1.25
per kW.” The Board approved this rate on an interim basis effective January 1, 2015. If the
final rate approved by the Board at the conclusion of Hydro’s compliance filing® differs from
what was proposed, Hydro will adjust customer billings for 2015, 2016 and 2017 to reflect
the rate indicated by the Board in its Order. The standby generation component of $0.43 per
kW is determined based on the 2015 forecast cost of service study and is also subject to

change upon final approval of Hydro’s rates at the conclusion of the Compliance Filing.

2.3  Specifically Assigned Charges

The Board may also approve fixed monthly charges to recover the cost of providing
transmission assets that are specific to providing service to a single industrial customer.
There are currently no specifically assigned charges applicable to existing Labrador industrial

customers.

? Hydro has isolated the Labrador Industrial transmission revenue reguirement in accordance with the
approved Cost of Service functionalization. The transmission costs were classified as 100% demand related,
consistent with the approved classification methodology. The transmission demand-related costs were then
allocated between Labrador Industrial Customers and Rural customers based on the approved single coincident
peak allocation method.

8 As a result of Board Order No. P.U. 49 (2016}, Hydro must file a further application with the Board showing
compliance with the Board's direction. This compliance application ocutlines Hydro's interpretation and
implementation of the direction found in Order P.U. 49 (2016) and will propose, among other things, final
customer rates. The Board will then issue an Order either confirming Hydro's interpretation and approving
customers’ rates or require Hydro to refile its application to clarify any remaining discrepancies between the
intention of the Order and Hydro's interpretation.

Newfoundland and Labrador Hydro Page 4
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2017 Labrador Industrial Rates

3.0 RATE CHANGES
Table 1 provides a comparison of the rates for Labrador industrial customers for 2015, 2016

and a forecast for 2017.

Table 1
Rate Changes
Particulars 2015 | 2016 | 2017
Demand Charge (S/kW) 1.68 |1.68 |1.68
Development Block Energy charge (¢/kWh) 2,243 | 2.272 | 2.277
Market Block Energy Charge (¢/kWh) 4.552 | 3.897 | 3.822
Blended Energy Rate - Firm Energy (¢/kWh) 2,243 | 2.272 | 2.277
Average cost (¢/kWh) 2.542 | 2.55 | 2.58°

The increase in the Development Block Energy Charge from 2015 to 2016 was driven by the
combination of a reduction in forecast transmission losses from 6.5% in 2016 to 6.0% in 2017

and the application of a 1.45%"° Consumer Price Index adjustment.

For 2017, the forecast rate for the Market Block has decreased relative to 2016. However,
there is no customer impact as the total forecast sales to Labrador industrial interconnected

customers in 2017 are less than the Development Block. 1

? Calculated including both demand and energy charges applied to forecast 2017 load for Labrador Industrial
Customers.

" Source: Table 326-0020 Consumer Price Index (CPI), 2011 basket, monthly (2002 = 100){filtered for
November 2014 — October 2016). All-items average CPl November 2014 — October 2015 = 126.26. All-items
average CPl November 2015 — October 2016 = 128.09. Year-over-year percentage change equals 1.45%.

1 An adjustment to rates would be triggered if market prices increase such that the Development Block price is
less than 50% of the blended energy rate. For 2017, the price of the Development Block equals the blended
energy rate for 2017. Therefore, no adjustment is required.

Newfoundland and Labrador Hydro Page 5
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2017 Labrador industrial Rates

4.0 COMPETITIVE ANALYSIS

The graph below provides a comparison of industrial rates across Canada using the January

1, 2017 rate for the Labrador industrial customers.!?

Chart 1
Comparison of Industrial Rates
100 MW, 62,000 MWh Monthly

Cantsf kWh

ol

Labrador Mantata Quetec  KL1sandr 30 Canad sr N3 Ponier NS Toce-

Averaga

Chart 1 indicates that the Labrador Industrial Rate for 2017 is the lowest is all of Canada,
allowing Labrador to maintain its competitive advantage relative to all other jurisdictions in
the country. The average cost for Labrador industrial customers is materially lower than the
cost to industrial customers in Quebec.® The cost difference is primarily a result of the lower
demand charge to Labrador industrial customers. The 2017 demand charge of $1.68 per kw
in the Labrador Industrial Rate compared to $10.30 per kW for the Large Power Rate in

Quebec.™*

*? Labrador Industrial Rates are those proposed to be effective January 1, 2017. The rates for the other utilities

including Island Industrial rates are as of December 2016. The Canadian average is from Manitoba Hydro’s 2016
Annual Rate Survey.

The rate used inthe comparison for Quebec is the Economic Development Rate for Large Power, which is the
Large Power Rate (Rate L) less a 20% discount.

%412 .87 per kw in Large Power Rate less 20% discount.

Newfoundland and Labrador Hydro Page 6
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2017 Labrador industrial Rates — Appendix A

Appendix A

Labrador Industrial Rate Schedule

Availability:

Any person purchasing power, other than a retailer, supplied from the Labrador Interconnected hulk
transmission grid at voltages of 66 kV or greater on the primary side of any transformation equipment
directly supplying the person and has entered into a contract with Hydro for the purchase of power and
energy (a Labrador Industrial Customer).

These rates will apply to power sold by Hydro to Labrador Industrial Customers served from the
Labrador Interconnected Grid.

Rate:

Transmission Service {Interim)

Transmission Demand Charge:

The rate for Firm Power, as defined in the Industrial Service Agreement, shall be
$1.25 per month per kilowatt of Billing Demand.

Specifically Assigned Transmission Charges:
This rate may include specifically assigned charges upon approval by the Board.

Rates for transmission service are subject to approval of the Board of Commissioners of
Public Utilities of Newfoundland and Labrador.

Generation Demand Charge {Interim}:

The rate for Firm Power, as defined and set out in the Industrial Service Agreement,
shall be $0.43 per month per kilowatt of Billing Demand.

The generation demand charge shall be based upon the most recent Test Year Cost of
Service approved for the establishment of customer rates by Board of Commissioners of
Public Utilities of Newfoundland and Labrador.

Billing Demand

Billing Demand shall be equal to the customer’s declared Power on Order.

Al
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2017 Labrador industrial Rates — Appendix A

Firm Energy Charge:

The Firm Energy rate shall be applied to the quantity of energy in the billing month that
is less than or equal to the forecast of energy consumption that was provided by the

Labrador Industrial Customer no later than the 19™ day of the previous month.

The Firm Energy Rate shall be calculated monthly based on the following formula:
Firm Energy Rate, Rrrm = { (Ep X Rp) + (Em X Rm) }/ EvoraL

where:

EtoTaL is the Total Labrador Industrial Energy Forecast, expressed in MWh, for
the billing month as provided by the Labrador Industrial Customers no
later than the 19™ day of the previous month;

Ep is the lesser of the maximum quantity of the Development Energy Block
adjusted for losses, expressed in MWh, for the billing month as defined in

Schedule A, or E1oraL;

Ew is the quantity of Market Block Energy, expressed in MWh, for the billing
month and is calculated as:

Ewm = Etotar — Ep, when EtoraL > Ep ; otherwise
EM =0

Rp is the Development Block Energy Rate which, effective January 1, 2017
through December 31, 2017, is $22.77/MWh. The Development Block
Energy Rate will be adjusted annually according to the percentage change
over 12 months in the All-items Consumer Price Index for Canada; and

Rm is the Market Block Energy Rate which shall be calculated annually based
on the New York Mercantile Exchange (NYMEX) settlement price for New
York Independent System Operator (NYISO) Zone A Swap Peak and Off-
Peak electricity after the end of trading on the 19th day of November of
the previous calendar year, converted to Canadian dollars using the
exchange rate at the closing of the same day, adjusted for losses and
other market fees. Effective January 1, 2017 through December 31,
2017the Market Block Energy Rate is $38.22/MWh.

A2
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2017 Labrador industrial Rates — Appendix A

Imbalance Energy Charge {Interim}):

The Imbalance Energy Charge shall be applied to all energy in the billing month that is in
excess of the forecast of energy consumption that was provided by the Labrador

Industrial Customer no later than the 19" day of the previous month.

The Imbalance Energy Charge shall be calculated monthly based on a blend of the New
York Mercantile Exchange (NYMEX) settlement price for New York Independent System
Operator (NYISO) Zone A Swap Peak and Off-Peak electricity after the end of trading on
the 19th day of the previous month, converted to Canadian dollars using the exchange
rate at the closing of the same day, adjusted for losses and other market fees.

Adjustment for Losses:

If the metering point is on the load side of the transformer, either owned by the
customer or specifically assigned to the customer, an adjustment for losses as
determined in consultation with the customer prior to January 31 of each year shall be

applied.

General:

Details regarding the conditions of Service are outlined in the Industrial Service Agreements.
This rate schedule does not include the Harmonized Sales Tax (HST) which applies to
electricity bills.

A3
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2017 Labrador industrial Rates — Appendix A

SCHEDULE A

The Development Energy Block for each month is specified as follows:

Month Development Energy Block
(MWh)
January 167,147
February 152,319
March 167,147
April 161,755
May 167,147
June 161,755
July 167,147
August 167,147
September 161,755
October 167,147
November 161,755
December 167,147

Ad
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2017 Labrador Industrial Rates — Appendix B

Appendix B

Calculation of the Labrador Industrial Transmission Demand Rate
Total Labrador Interconnected Transmission Demand Costs (S) 6,378,120
Labrador Industrial Allocation based on CP (%) 63.37%
Allocated Transmission Demand Costs (S) 4,041,656
(Firm) Billing Demand (kW) 270,000
Annual Cost (S per kW) 14.97
Monthly Rate (S per kW) 125

B1
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2017 Labrador Industrial Rates — Appendix C

Appendix C
Calculation of the Labrador Industrial Generation Demand Rate
Total Generation Demand Costs ($)
allocated to Labrador Industrial 1,387,390
(Firm) Billing Demand (kW) 270,000
Annual Cost (S per kW) 5.14
Monthly Rate (S per kW) 0.43

Cc1



Information Note
Department of Natural Resources

Title: Pomerleau Inc. Statements of Claim against Nalcor Energy

Issue: To provide an overview of the Statements of Claim filed by Pomerleau in the Supreme
Court of Newfoundland and Labrador on December 22, 2016 related to its work on the Muskrat
Falls Project.

Background and Current Status:

In July 2015, the Labrador Transmission Corporation and Labrador-Island Link Limited
Partnership awarded Quebec-based Pomerleau Inc. the contract for the civil works for the
construction of a substation at Churchill Falls and a substation and converter and valve hall
building at Muskrat Falls. The total awarded value of the contract was $67.6 million

On October 26, 2016, upon completion of its work on the Project, Pomerleau registered two
liens with the NL Registry of Deeds against the estate of the Churchill Project property and
the Muskrat Project property pursuant to the Mechanics’ Lien Act (MLA). (A lien is a right to
keep possession of property belonging to another person until a debt owed by that person is
discharged). The liens totaled $96.9 million.

According to the MLA, the claim of lien must be registered within 30 days of the completion
or abandonment of the work done or materials placed or provided. To maintain its claim of
lien after registration, a subcontractor must file a Statement of Claim with the court within 90
days of the completion or abandonment of the work done or materials placed or provided.
The subcontractor must then prove its entittement to a lien and its value through the court
process. General contractors and owners have a right to dispute the lien claim and/or the
value of the lien claim in court.

On December 22, 2016, Pomerleau filed two Statements of Claim in the Supreme Court of
Newfoundland and Labrador seeking $89.8 million in damages on the grounds that the
Nalcor subsidiaries had not paid what was promised under a number of contracts and
agreements. Through an agreement with the Nalcor subsidiaries, Grid Solutions Canada
ULC (formerly Alstom Grid Canada ULC) had responsibility to engineer and manage the
execution of the civil works performed by Pomerleau.

The total amount paid to Pomerleau under the contract was over $61 million as of the end of
December 2016.

In its recent Statements of Claim, Pomerleau alleges that the $89.8 million in outstanding
payments are based on the following:
o amounts owing under the Contract;
amounts claimed under the Delay Change Order;
costs associated with extra work outside the scope of the Contact;
delay-related impact costs; and
such other costs associated with delays and additional work on the Project.

O O O O

Pomerleau claims that the delay in the start of work on the Churchill and Muskrat portions of
the Project was not their fault, and that the Owner agreed to pay the costs associated with
the delay through a Delay Change Order, that would be an extra to the contract price. It was



also agreed that some of the work related to both portions of the Project would be
postponed until the spring of 2016.

o Pomerleau is also claiming damages for additional delays after work began, which caused
them to incur significant extra costs. They claim these delays were in part due to the Owner
not providing a complete design, failing to properly administer the contract and not
communicating in a timely manner.

e In addition, Pomerleau claims that the Churchill Falls project portion was delayed because
of the discovery of rock and organic material at the site.

o Pomerleau claims that it performed its work on the Project pursuant to the contract but it has
not been paid for the full amount of the original contract or the extras to the contract.

Action to be taken:

o Nalcor states that it is not uncommon in the course of business in large construction contract
execution for disputes to arise between parties. Parties may use legal procedure as one of
the many courses of action available under the contract to address their concerns.

. _
o Nalcor states that it will take the necessary legal steps that are in the best interest of the

Muskrat Falls Project and will work with its contractors to work through this legal process.

Prepared/Approved by: L. Combden/W. Parsons
Ministerial Approval:

January 4, 2017
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