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Capital Investment Strategy

Responsibly steward the management of
Hydro’s electrical system and investments
therein to the benefit of customers

Provide reliable service at the lowest
possible cost

asset condition and operatlonal and system
requirements

& l_.] o=

a nalcor energy company



Historical Capital Spends

Annual Capital Investment History

2016-2020
400 ~
350 - 23407 Hydro’s Focus
e Manage costs, while ensuring
300 - appropriate level of capital
investment and
250 responsiveness to customer
$ $203.9 growth needs.
(millions) 200 - .
*  Monitor the effects of
$157.0
150 4 reduced investment to
$126.6 $134.5 .
ensure the continued
100 - provision of safe and reliable
service
50 -
0 T T T T
2016 2017 2018 2019 2020 Budget*

B TL266 - Soldiers Pond to Hardwoods
B TL267 - Bay d'Espoir to Western Avalon *2020 Budget is Net of

x‘ newfoundland labrador Contribution in Aid of Construction
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2021 Capital Budget Overview

$107.5
million

~70% New Projects

= $72.7 million

®* |ncludes $11.4 million associated with
life extension of Holyrood Thermal

Generating Station
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=30% Continuing Projects
= $34.8 million

= Reflects multi-year projects
continuing from prior years



2021 Capital Budget by Asset Class

Terminal Stations

Hydrat.JIi-c (524.2 million)
(521.3 million) 23%
20%

Transmission

(52.9 million)
3%
Thermal -
($22.7 million) Dlstrlbu't|.0n
21% (512.4 million)
11%

\ Gas Turbines

Other* Rural Generation  (56.4 million)
(510.9 million) ($6.6 million) 6%
10% 6%

*Other includes Properties, Metering, Tools and Equipment, Information Systems,
\\‘ ”‘““’”"""““ Fehradcr Network Services, Transportation, Administration Buildings, and Allowance for

l__’ rO Unforeseen
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Primary Drivers 2021 Capital Budget

Reliability/System
Improvements
($89.1 million*)

83%
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General Plant Load Growth ($3.5 million) Service Extensions
(511.2 million) 3% (3.7 million)
10% 4%

*Includes $11.4 million associated with life extension of Holyrood Thermal Generating Station



Five-year Capital Plan Outlook: 2021-2025

Capital Budget and Major Capital Projects
2021-2025 ($624.5 million)

160 -
$144.7
140 - $135.9
$118.8
120 4 $112.7 $112.4
100 -
$
(millions) 80 1
60
40 -
20
O T T T T
2021 2022 2023 2024 2025

B Southern Labrador Long-Term Supply B Penstock Life Extension
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2023 and 2024 showing an
increase in expenditures due to
the larger level of anticipated
investment related to the Southern
Labrador Long-Term Supply
Solution and Bay d’Espoir Penstock
Life Extension Program

In consideration of these pending
larger level investments in the five-
year capital plan, Hydro has
focused on minimizing investment
while not introducing operational
risk



Specific Investment Highlights

Labrador

*  Transmission and Terminal Station Investments

e Upgrades to Wabush Terminal Station and Wabush Subs 1 million over a
three year period to address load growth and reliability i gt

=  Distribution Investments

e 2021 forecast spend of $2.0 million in Labrador for servicg RLstomer access

and reliability related capital, is below five-year average
* Voltage conversion of L22 in Labrador City forecast to cost 0,000
* Modification to Line 7 in Happy Valley B

$600,000

tribution system 18 Kimately
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Specific Investment Highlights

La b ra d OFr continued
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Labrador Isolated Diesel Systems

Southern Labrador Long-Term Supply Plan

newfoundla nd labrador
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2021 forecast spend of $5 million for the Labrador Isolated D

Overall provincial rural generation (Newfoundland and Labradd
million for 2021, down from a five-year average of $14 million

acast to be $6.6

Hydro continues to focus on balancing costs with reliability in it8§ | systems

Following the fire at the Charlottetown Diesel Plant in 2019, HYO} ol ssment of the
long-term supply solution for Southern Labrador

2021 capital budget request does not inclggde investment relate folution

for Southern Labrador as Hydro is asgassij@ptions

Hydro expects to submit a supplement@ia tioadie its app
of 2020, once our assessment and &l iS

Five-year plan reflects $64 millio
solution (reflective of a full intercd

Currently the solution is focused o
large regional diesel plant



Specific Investment Highlights

Island

Transmission and Terminal Station Investments
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Distribution Investments

Island Isolated Diesel Systems

newfoundla nd labrador
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2021 forecast spend of $18.9 million is primarily reliabili tal

Two-Year capital investment of $9.9 million ($1.5 milli§
Brook Terminal Station reflective of the retirement of

Transmission investment of $2.9 million for the Woag

terminal stations

upgrades at the Bottom
lle Gas Turbine

lanagement Program

2021 forecast spend of $8.9 million on the Islang
focused on service extensions/customer acce

LED Street Light Modernization will reduce s

2021 forecast spend of $1.5 million

Overall provincial rural generatio e
million for 2021, down from a five-year

Hydro continues to focus on balancig



Specific Investment Highlights

Generation

Holyrood Thermal Generating Station

Annual Capital Plan 2021-2025

25 -~
$22.7
20 -+
15 A
$
(millions) $11.0
10 -
S5.5
5 -
$3.4
. 50.6
O T T T _
2021 2022 2023 2024 2025

Post-Steam Generation-
Related Projects
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Steam Generation-Related Projects

S11.4 million is associated with
having Holyrood Thermal
Generating Station fully available
for generation until March 31,
2022

Hydro will monitor the
performance of the Muskrat Falls
assets and, based on the
demonstrated reliability of the
assets, will determine (i) the
degree to which the Holyrood
units are required to be operated
or maintained in standby mode
and (ii) the level of capital
investment to be incurred

12



Specific Investment Highlights

G ene rat i ON continued

» Hydraulic Generation

 Ebbengunbaeg Hydraulic Structure
O Capital investment of $13.6 million over four years with $3.2 million million forecast for 2021

0 The Ebbegunbaeg Control Structure was constructed in 1967 and is critical to Hydro’s ability to optimize
water management within its system and maximize value for customers

e Hydraulic Refurbishment and Modernization Project
O Capital investment of $16.8 million, includes 2020-2021 projects

e Penstock Life Extension
O Five-year plan reflects $47 million in investment related to Penstock Life Extension

0 Front End Engineering and Design (“FEED”) for the Bay d’Espoir Penstock Life Extension Program will be
executed in 2020-2021 with anticipated application to the Board as part of the 2022 Capital Budget

Application

= @Gas Turbines
e 2021 forecast spend of $6.4 million is primarily sustaining capital for the Holyrood and Happy Valley Gas Turbines

‘ newfound!and labrador
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Project Prioritization

Hydro’s two-pronged approach to prioritizing capital investments

Project Justification ==  Prjoritization Matrix

=  Qualitative =  Quantitative

= Justification review = 14 Categories

=  Deferral considered = Scoring by Asset Planners
=  Occurs early in FEED =  QOccurs at end of FEED
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Project Prioritization
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Mandatory

Scoring

Quality Check

If a project is mandatory, load driven, or is
considered extreme safety it is automatically
priority one

14 Categories
Qualified by confidence or likelihood
Scored by Long-Term Asset Planners

Algorithm produces priority list based on scores

List is reviewed for quality
Are similar projects ranked the same?

Does the overall list reflect investment
priorities?

Final list included in application
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Project Prioritization

Overhaul Unit 1 Turbine and Valves — Holyrood
Priority Rank: 6

Terminal Station In-Service Failures
Priority Rank: 10

Wood Pole Line Management Program
Priority Rank: 15

Computer Technology System Support
Priority Rank: 25
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Revenue Requirement Impact
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2021 capital investments, on a pro forma basis, expected to result in increases
of approximately $3 million and $10 million in revenue requirement for 2021
and 2022, respectively

Relative to 2019 Test Year, represents an increase in Hydro’s total revenue
requirement of approximately 0.5% and 1.6% in 2021 and 2022, respectively

Estimates do not reflect potential reductions in operating and maintenance
costs associated with the capital projects proposed
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Estimated Customer Impacts
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Island Interconnected System 0.5% 1.5%
Labrador Interconnected — Rural 0.7% 2.2%
Labrador Industrial - Regulated 4.1% 12.5%
Labrador Industrial — Total Billings 0.4% 1.3%

Impacts are relative to 2019 Test Year revenue requirements

Estimated impact on Island Interconnected System customers reflects investments in that
system and rural deficit areas

Labrador Industrial impacts shown relative to regulated (demand) and total billings

Estimates does not reflect potential reductions in operating and maintenance costs
associated with the capital projects proposed
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Questions?
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