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Capital Investment Strategy

Invest responsibly in the electrical system
the benefit of customers

Balance system reliability and customer cg

Evidencebaseddecision makingeflecting
assetperformanceand operational and
system requirements
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Historical Capital Spends

Annual Capital Investment History

20172021
400.0 Hy d rFocuss
2407 A Managecostswhile
350.0 : . .
ensuring appropriate level
300.0 of capital investment and
responsiveness to
250.0 customer growth needs.
s A Monitor the effects of
(millions) 2200 reduced investment to
150.0 =0 ensure the continued
126.6 121.0 provision of safe and
100.0 87.6 reliable service
0.0 T T 1
2017 2018 2019 2020 2021 Forecast

A 2021 Forecast reflects estimated expenditures to yemd (includes CIAC investments).
A 2020 reflects lower level of investment due to impacts of pandemic on work execution.

A 2017c2019reflects impact of major capital investments associated wit2@1and TL 266
projects.
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2022 Capital Budget Applicatioi®verview

- $84.7 million
~49%New Projects

vﬁ
A $41.5 million

A Includes$7.1 millionassociated with

~51%Continuing Projects
A $43.2 million

A Reflects multiyear projects

life extension othe Holyrood continuing from prior years

ThermalGenerating Station

A Concerted effort to reduce investment request recognizing rate pressures in current operating
environment and other major investmentsquired, i.e, southernLabrador (%5.8 million),Bay
RQ9 & LJ2 A NJ 1L9%njlliénj,ehdRamea ®ipselZH millior).

A Totalplanned 2022 capital expenditures to be recovered through customer rates is $hiRod.
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2022 Investment Management Considerations

A Deferral
o Deferral considered for each project identified.
o To balance cost angliability; low-riskimpact projects deferred.
o Hydro deferred or cancelled projects totaling approximag&9ymillion in2022.

A Estimate Refinement

0 Focus on refinement of estimates basedlostorical experience, scope refinement,
vendor quotes, and refinement of contingency, often resulting in reductions in project
estimates.

A Budget Refinement of PreviousixpprovedProjects

0 Review opreviouslyapproved, multyear projects to identify opportunities for budget
refinement.

0 Reduction of $.0 millionfor six previously approvegrojects.
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2022 Capital Budget by Asset Class

Hydraulic Plant
($12.2million)
14%

Terminal Stations
($33.9million)

Thermal Plant 40%

($210.7million)
13%

Gas Turbines Transmission

($3.1million) ($1.6million)
4% \ / 206
Rural Generation__— —————— Distribu_ti_on

($3.3million) ($10.3million)
4% 12%

*Other includes Properties, Metering, Tools and Equipmifibrmation Systems,
Network Services, Transportatioigdministration Buildings, anélllowance for
Unforeseen.
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2022 CapitalBudget by Investment Classification

General Plant Allowance for

($7.4;2/illion) Unforeseen Items
6 ($1.0million)
1%

System Growth
($12.0million)
14%

Access
($3.6million)

2%

ServiceEnhancemen
($6.9million) Reneyyal
8% ($53.8million*)
64%

*Includes $7.1 million associatedth life extension othe Holyrood Thermal Generating Station
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Fiveyear Capital Plan Outlookk022-2026

Five-'YearCapital Plar2022-2026($594.7million)

180.0
156.9 A 2023and 2024 expenditures
160.0 :
reflect expenditures related
140.0 o to proposed interconnection
120.0 ' 1133 of southern Labrador and

102.9*

100.0 +—— anticipated Bayr Q9 a LJ2

(mi"?ons) Penstock Life Extension
80.0 1 Program.
60.0 - . .
A Continued focus on cost
40.0 - management while
20.0 - managingoperationalrisk.
0.0 -+

2022 2023 2024 2025 2026

H Replace Unit 2047 - Ramea Penstock Life Extension - Phases 1 & 2

Long-Term Supply for Southern Labrador - PhasemBase Capital Plan

*Excludes fully-contributed investments $12.3 million in transmission capital investment
related to the specificallyassignedassetsfor the Valentine Gold Interconnectionproject and
$1.5 million in terminal station assetrenewalexpendituresspecificallyassignedo the Iron Ore
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Specific Investment Highlights

Labrador

Ve

A Transmissiorand Terminal Station Investments

o Continuation of Upgrades to ti&abush Terminal Station and Wabush Substation of
$22.1 million over @hree-year period toaddress load growth and reliability in Labrador
West ($11.2 million in 2022).

A Distribution Investments

0 2022forecast spend of &2million in Labrador for service extensions/customer access
andreliability-related capital.

o Voltageconversion of L22 in Labrador City forecast to cost approxim&fiefy million
($500,000 in 2022

o ! RRAGAZ2Yya T 2Hdbdurbledast th gost apprdkingtély $1.1 million
($550,000 in 2022
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Specific Investment Highlights

Lab rad OT continued

A Labrador Isolated Diesel Systems
0 2022forecast spend 0$2.7 million for the Labradasolateddiesels
o Overall provincial rural generation (Newfoundland and Labrador) spend is forecast to be
$5.3 million for 2022 (excludes propossalithernLabrador interconnection
investments.
o Replacement of obsolete genset[inQ! -¥ua&up:
A $3.0 millionof investment2022;2024, $340,000 ir2022.
A Unit is obsolete (replacement parts no longer available). Four overhauls to date.

A Required for firm capacity for community due to interruptible nature of supply from
HydroQuébec

A Larger size replacement to achieve cost savings and efficiencies odenghterm

A Costbenefit analysis demonstrated ~$700,000 in operational savings associated with
leastcost option.

o Investmentrelated tosouthernLabrador communities (see next slide)
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Specific Investment Highlights

Labradorcontinued

A Southern Labrador CommunitigBnpacted by proposed future interconnection)
o 2022 CBA proposatsiven by load growth related to a new fish plant in the community ($1.5
million):
A al NB Qa DieseN®eBedatiiy Station servicenductor($0.4 million).
A a | NBamb®ur voltage conversioi$l.1 million).

0 2022 CBA proposals driven &gset renewal ($2.9 million):
A St Lewis diesel genset replacemési.1 million).
A al NBE Q& | I NDb 2 dzNTeflat=Snent @ais2amlllord.S G v &
A al NBEQa | I NDb2dzNJ ROR33liSri). dzy Al 2 OSNXKI dzZ ob

o0 All scope of work considered in light of proposed interconnection. If proposed interconnection i
Y20 | LILINPOSRY a02LJS F2NJ al NBEQa | FNDp2dzNJ @2f GF3S O

0 Separate Supplemental Applicatiginterconnection of Southern Labrador communitied 4®
million), Phase 1

A Interconnection of 4 communities in southekabrador Charlottetowr® al NE Qa | | ND2dzNE t 2
Hope Simpson, and $tewig in a phased approach.

A Phase 1 involves interconnection of Charlottetowratcegionaldiesel generating station in Port
Hope Simpson.

A Longterm supply solution focused on safe, leasist, reliable service for customers in this region.
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Specific Investment Highlights

Island

-

A
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Transmission anderminal Station Investments

(0]
(0]

2022forecast spend ochpproximately $14million on renewairelated capitalfor Islandterminal stations.

Continuation ofcapitalinvestment of$6.9million ($5.3million in2022)for upgrades at the Bottom Brook
TerminalSation to accommodate theetirement of the Stephenvill&as Turbine

Wood Pole Line Managemerrogram
Transmission investment of $1.6 million for the Wood Pole Line ManagemAfiftL M 0

(0]
(0]
(0]

HANHH F2NBOFad aLISyR

LILINR EA Y I

0SSt e

Pmdo

t N2 3 NI
YAT T A

Gap yeadeemed appropriate for work not requiring immediate attention but still considered priority

refurbishment.

Y @
2y 844

Gap year allows for analysis completion, refinement of scope of work, accommodation of outage requirements,
procurement process and materials delivery requirements, and environmental regulatory requirements.

WPLM secondtycle reporting scheduled to be complete end of 2022. Program update report anticipated to be

filed with Board early in 2023.

Distribution Investments
2022forecast spend o$7.1million on the Islands primarily focused on service extensions/customer access

(0]

(0]

and sustainingapital.

Includes continuation of LEBtreet LightModernization, which wilfeduce street and area lightingtes.

Island Isolated Diesel Systems

(0]
(0]

2022 forecast spend of $200,000QBA.

Additional investment related tan approvedsupplemental application to purchase a diesel generating unit for

use in Ramea ($2.0 million in 2022).
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Specific Investment Highlights
Metering

A Metering System Upgrades
O HAHH [ . ! AyOfdzRSa NBLI I OSYSyld 2F | @8RNR @Hee YSGSNR Y
years ($500,000 in 2022
o Introductionof driveby automatedmeteringli 2 | @ RN2 Q& &ASNIAOS | NBIl ay
A Justified based on cost savings.

A Additional benefitof enhanced efficiencies through reduction of manual processes relategbter
readingandbilling.

A Safer work environment feemployees.
0 Hydro collaborated with Newfoundland Power on pilot project in assessing viability of AMR for its
customers.
o Twophased approach supports leasbst service for customers.
A Replace all manuakad meters and TSteters (approximately 31,000 meters).

A Monitor performance of PLX meters (still supported by manufacturer) to determine optimal time for
replacement (approximately 7,800 meters).
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Specific Investment Highlights

Generation

A Hydraulic Generation

0 HydraulicRefurbishment and Modernization Project
A Capital investment of $8.0 million, includes 2Q2022 projects.

o Ebbegunbaegydraulic Structure
A Continuing foutyear project, approved in 2021 CBA.

A $3.2 million in investment for 2022. Project supports refurbishment of the control structure which _
Fftft2¢6a F2N Y20SYSyu 2F 61 0SN(MedjddegRegeWwdr). 2 ¥ | € RNZ

o0 Penstock Life Extension
A Fiveyear plan reflects preliminary capital estimate of $63 million.
Strategy to address previous penstock failures and-tengy plan for life extension.

A

A Frontend engineeringdesighd C995¢ 0 F2NJ GKS . 1@ RQOALIRANI t Sy
completed in2021.

A

Future supplemental capital application anticipated to be submitted 2022.
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Specific Investment Highlights

Generationcontinued

A Holyrood Thermal Generating Station
o 2022 forecast spend of $10.7 million:
A $7.1 million for generationrelated (steamexpenditures.
A $3.6 million for synchronousondensesrelated (poststeam)expenditure.

A Capital investment plan reflects March 31, 2023 retirement of the Holyrood
Thermal Generating Station

A Gas Turbines

o 2022forecast spend o$3.1million is primarily sustaining capital for the Holyrood
and Happy Valle(sas Turbines.
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Specific Investment Highlights

Information Systems

A Software Upgrades
0 Replacementf ShortTermLlLoad ForecastingSoftware ($440,000.
o Hydro Command Centre Upgrade ($76,000
o Perform Software Upgrades and Minor Enhancements for 20@22($00).

A Infrastructure Upgrades

o Upgrade Energy Management System ($293,000).
Upgrade Core IT/Onfrastructurefor 2022 ($308,000
Refresh Cyber Security Infrastructure for 2022 ($222,000
Purchase Personal Computers 2022 ($477,000).
Replace Peripheral Infrastructure 2022($193,000).

©O O O o
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Revenue Requirement Impact

A 2022capital investmentson apro-formabasis expected to result in increases
of approximately$2 million and $6 million in revenuerequirement for 2022
and2023, respectively.

A wStIFHGAQGS (G2 wnmdp ¢Sad ,SFENE NBLINBaSyua |y
requirement ofapproximately0.4%and 1%in 2022and 2023, respectively.

A Estimatesdo notreflect any potential reductions in operating and maintenance
costs associated with the capital projegi®posed.
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Estimated Customer Impacts

>

19

Island Interconnected 0.3% 0.8%
Labrador InterconnectedRural 1.0% 2.7%
Labradorindustrial- Regulated 5.8% 15.4%
Labrador Industriad Total Billings 0.5% 1.4%

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 transmission (demand) and total billings.

Estimategdo not reflect potential reductions in operating and maintenance costs associated
with the capital projectgproposed.
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Future System Resource Requirements

A Matter being addressed througingoing theReliability and Resource Adequacy
Study Reviewwroceeding

20

0]

Labradorisland Link reliabilitassessment may result racommendation for additional
generation to partially mitigate reliabilityoncerns; to be determined.

Considerationgre ongoing to ensure such additions, if required, are regbéd and right
timed for provincial needs.

Outcomesof additionalLabradorlsland Linkeliability considerationgfrom Haldar&
Associates assessment) expecezal of 2021with recommendations regarding lortgrm
supply requirements expected summer 2022

Longterm suitability of the Holyrood' hermal Generating Statias a backugacility ¢
assessment ongoing with outcomes of assessment expected early 2022.

Additionalcapital investment will be required if it is determindte Holyrood Thermal
Generating Statiors to be maintained as a backup facility
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Questions?
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www.nlhydro.com

W twitter.com/nlhydro
n facebook.comnlhydro



