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Message from the Boards of Directors 

 

 

Honourable Andrew Parsons 

Minister of Industry, Energy and Technology 

Government of Newfoundland and Labrador 

P.O. Box 8700 

St.  John’s, NL 

A1B 4J6 

 

 

 

Dear Minister Parsons: 

 

In accordance with the Transparency and Accountability Act, I am pleased to provide the 2019 

Annual Performance Report for Nalcor Energy (Nalcor), on behalf of the Board of Directors. 

The 2017-2019 Strategic Plan for Nalcor outlined the applicable strategic directions of the 

Government of Newfoundland and Labrador (Government) in relation to the energy sector, as 

communicated by the Minister of Industry, Energy and Technology. 

This Performance Report presents performance results and accomplishments for the 2019 

calendar year for Nalcor and is the last report under Nalcor’s 2017-2019 Strategic Plan.  

As the Board of Directors of Nalcor Energy we are accountable for the preparation of this report 

and are accountable for the results. Newfoundland and Labrador Hydro (Hydro) has its own 

legislation and its own Board of Directors and will be tabling a separate Performance Report for 

2019. 

 

                                                                                

   

Chair (Acting), Board of Directors 

 Nalcor Energy 
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1. OVERVIEW 

 

Nalcor, a category 1 public body, is a Newfoundland and Labrador energy company supporting 

the development of the province's energy resources. The company’s business includes the 

development, generation, transmission and sale of electricity; the exploration, development, 

production and sale of oil and gas; industrial fabrication site management; and energy trading. 

Nalcor has a corporate-wide framework that facilitates the prudent management of its assets 

while continuing an unwavering focus on the safety of its workers, contractors and the public.  

 

Nalcor is a provincial Crown corporation established in 2007 under a special act of the 

Legislature of the Province of Newfoundland and Labrador.  In 2016, Nalcor’s executive 

structure was reorganized to allow for the separation of Nalcor’s regulated business, 

(Newfoundland and Labrador Hydro), from its unregulated business operations.  Nalcor’s legal 

structure at December 31, 2019, included the entities listed below. 

 

Entity Name Description of Interest 

Newfoundland and Labrador Hydro (Hydro) Wholly owned subsidiary 

Nalcor Energy – Oil and Gas Inc.  (Oil and Gas) Wholly owned subsidiary 

Nalcor Energy – Bull Arm Fabrication Inc.  (Bull Arm 

Fabrication) 

Wholly owned subsidiary 

Nalcor Energy Marketing Corporation (Energy 

Marketing) 

Wholly owned subsidiary 

Muskrat Falls Corporation (Muskrat Falls) Wholly owned subsidiary 

Labrador Transmission Corporation (Labrador 

Transco) 

Wholly owned subsidiary 

Labrador-Island Link Holding Corporation (LIL 

Holdco) 

Wholly owned subsidiary 

Labrador-Island Link Limited Partnership (LIL LP) Limited partnership in which Nalcor, 

through LIL Holdco, owns 100 per 

cent of the 75 Class A and 1  Class C 

partnership unit and, through LIL 

GP, 1 General Partner Unit 

Labrador-Island Link General Partner Corporation 

(LIL GP) 

Wholly owned subsidiary 

Labrador-Island Link Operating Corporation (LIL 

OpCo) 

Wholly owned subsidiary 

Lower Churchill Management Corporation (LCMC) Wholly owned subsidiary 
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Churchill Falls (Labrador) Corporation Limited 

(Churchill Falls) 

65.8 per cent owned joint operation 

of Hydro 

Twin Falls Power Corporation Limited (Twin Falls) 33.3 per cent owned joint venture 

of Churchill Falls 

Gull Island Power Corporation (GIPCo) Wholly owned subsidiary (inactive) 

Lower Churchill Development Corporation (LCDC) 51 per cent owned subsidiary of 

Hydro (inactive) 

Headquartered in St. John’s, Nalcor’s energy portfolio is located throughout the province (see 

Appendix 1).    

 

In 2019 a stand-alone Crown corporation was established to work directly with the Department 

of Industry, Energy and Technology to accelerate growth opportunities in the petroleum 

industry. However, Nalcor Oil and Gas will continue to hold ownership of existing equity 

interests and will therefore transition to a supporting role in the management of these assets. 

The new corporation will be a category 1 entity and has prepared its own three-year strategic 

plan in compliance with the Transparency and Accountability Act and will table subsequent 

annual reports.  

 

Mandate 

The mandate of Nalcor, established in legislation under the Energy Corporation Act, is to invest 

in, engage in and carry out activities in all areas of the energy sector in the province and 

elsewhere, including: 

 Developing, generating, producing, transmitting, distributing, delivering, supplying, 

selling, exporting, purchasing and using power from wind, water, steam, gas, coal, oil, 

hydrogen or other products used or useful in the production of power. 

 Exploring for, developing, producing, refining, marketing and transporting hydrocarbons 

and products from hydrocarbons. 

 Manufacturing, producing, distributing and selling energy related products and services. 

 Research and development. 

 

On March 11, 2019, Government introduced legislation (Oil and Gas Corporation Act) 

establishing a new oil and gas corporation with a mandate focused on maximizing opportunities 

for growth in the province’s offshore oil and gas industry. As noted above, Nalcor Oil and Gas 

will continue to hold ownership of existing equity interests and will therefore transition to a 

supporting role in the management of these assets. 
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Business Segments 

Nalcor has five business segments in its operating structure: Hydro, Power Development, Power 

Supply, Offshore Development and Corporate. The designation of segments is based on a 

combination of regulatory status and management accountability.  

 

The activities of Nalcor’s five business segments support the fulfillment of the strategic 

directions of Government for the energy sector. A description of each business segment is 

presented below with additional information pertaining to each of Nalcor’s strategic issues for 

the 2017-19 planning period included in the issues section. 

 

Newfoundland and Labrador Hydro 

Hydro, a subsidiary of Nalcor, is focused on providing a safe, reliable and least-cost electricity 

supply to meet current energy needs and accommodate future growth.  Through its regulated 

and non-regulated activities, Hydro is the primary generator of electricity for use in 

Newfoundland and Labrador.   

 

The majority of Hydro’s business is regulated by the Newfoundland and Labrador Board of 

Commissioners of Public Utilities (PUB) and its electricity rates are set through periodic general 

rate applications.  The regulated portion of the company includes the generation, transmission 

and distribution of electrical power and energy to utility, residential and commercial customers, 

as well as island industrial customers.  The non-regulated activities of Hydro include electricity 

sales to industrial customers in Labrador West.  

 

Power Development 

The development of the 824 megawatts (MW) Muskrat Falls hydroelectric generating facility on 

the lower Churchill River in Labrador is a key component of the province’s energy resources. 

This clean, stable, renewable electricity provides an opportunity for the province to meet its 

own domestic and industrial needs in an environmentally-sustainable way, and also export 

excess electricity to other jurisdictions where the demand for clean, renewable energy 

continues to grow. Once construction is complete this asset will become part of Nalcor’s Power 

Supply segment. 
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Power Supply 

Power Supply includes Churchill Falls (Labrador) Corporation (CF(L)Co), the Labrador 

Transmission Assets (LTA), Labrador-Island Link (LIL), Energy Trading, the Menihek Generating 

Station and the Maritime Link (which is owned by Emera Inc., but consolidated by Nalcor).  

 

Nalcor’s operation in Churchill Falls is one of the largest underground hydroelectric power-

houses in the world, with a rated capacity of 5,428 MW. Safely operating and maintaining its 

electricity assets, as well as municipal and community services in support of these electricity 

assets, drives the Churchill Falls strategy. 

 

The Churchill Falls hydroelectric generating station provides clean, renewable electricity to 

millions of consumers throughout North America. A significant portion of that electricity is sold 

to Hydro-Québec under a long-term contract. Churchill Falls sells to Hydro 225 MW for use in 

Labrador West and 300 MW of Recapture energy for use in the province. Any surplus Recapture 

not used by Hydro is made available to Nalcor Energy Marketing (NEM) for export. 

 

The LTA and LIL comprise the new transmission components of Power Supply, and include 

1,600 km of transmission lines and associated electrical infrastructure. The LTA is a high voltage 

alternating current (HVac) transmission line between Churchill Falls and Muskrat Falls. LIL is a 

1,100 km high voltage direct current (HVdc) transmission line between Muskrat Falls and 

Soldiers Pond on the island’s Avalon Peninsula. LIL includes a 30 km subsea transmission link 

connecting Labrador to the island. 

 

Offshore Development 

On March 27, 2018, Government announced its intent to establish a stand-alone Crown 

corporation to work directly with the Department of Industry, Energy and Technology to 

accelerate growth opportunities in the petroleum industry. On March 11, 2019, Government 

announced introduction of new legislation to establish a new corporation focused on 

maximizing opportunities for growth in the province’s offshore oil and gas industry.  

 

Nalcor is an equity partner in three offshore fields, White Rose, Hibernia Southern Extension 

and Hebron. A new oil and gas corporation has been created by legislation and will manage 

these three interests on behalf of Nalcor Oil and Gas. The exploration of new oil and gas, and 

any new ownership interests in Newfoundland and Labrador’s offshore, will be undertaken by 

the new oil and gas corporation.  
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Corporate 

This business segment includes finance and accounting operations, corporate planning and 

reporting, corporate communications, shareholder relations, information management, human 

resources, safety, environment, community investment, business development and all other 

shared service functions. 

 

Values 

Employees of Nalcor and its subsidiaries, including Hydro, are committed to building a bright 

future for Newfoundland and Labrador, unified by the following core values: 

 Open Communication – fostering an environment where information moves freely in a 

timely manner.  

 Accountability – holding ourselves responsible for our actions and performance. 

 Safety – relentless commitment to protecting ourselves, our colleagues, and our 

community.  

 Honesty and Trust – being sincere in everything we say and do.  

 Teamwork – sharing our ideas in an open and supportive manner to achieve excellence.  

 Respect and Dignity – appreciating the individuality of others by our words and actions. 

 Leadership – empowering individuals to help guide and inspire others. 

 

Primary Clients  

In addition to the clients of its subsidiary, Hydro, Nalcor’s clients include: 

 Partners in oil and gas projects (Hebron, White Rose, Hibernia Southern Extension) 

 Emera Energy 

 Supply and service companies in the energy sector and construction sector 

 

Number of Employees, Physical Location and Other Key Statistics 

Headquartered in St. John’s, Nalcor’s energy portfolio is located throughout the province.  In 

2019, Nalcor had over 1,600 employees, with over 60 per cent of these employees located in 

rural parts of the island and Labrador.  In 2019, the gender composition of Nalcor’s employee 

group was 71 per cent male and 29 per cent female.   
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Gender Rural Urban Total Per cent 

Female 186 285 471 29% 

Male 830 316 1146 71% 

Total 1016 601 1617  

Per cent 63% 37%   

 

Nalcor is currently implementing a multi-year action plan to support diversity and inclusion 

(D&I). In addition to target setting, the company is committed to implementing D&I strategies 

to attract, recruit, develop and retain members of designated groups including Indigenous 

peoples, persons with disabilities and members of visible minorities. The company has also 

reviewed recruitment and talent management processes through a D&I lens. 

 
Board of Directors 
As of December 31, 2019, the Nalcor Board of Directors included: 

 Brendan Paddick, Chair 

 John Green Q.C. 

 Geoff Goodyear 

 Christopher Hickman 

 Jack Hillyard  

 Mark MacLeod 

 Stan Marshall 

 Debbie Molloy 

 David Oake 

 Dr. Edna Turpin, ICD.D 

 

2019 Consolidated Revenues and Expenses 

In 2019, Nalcor had revenues from continuing operations of $1,038 million. The majority of 

Nalcor’s revenues are currently generated from electricity sales from Hydro and petroleum 

sales in Oil and Gas.  Approximately 35 per cent of Nalcor’s 2019 expenditures from continuing 

operations relate to fuels and power purchases with operating costs accounting for 25 per cent 

of expenses; depreciation, depletion and amortization totalling 22 per cent and net finance 

expense accounting for approximately 10 per cent. The following table summarizes the 

consolidated revenue and expenses of Nalcor for the year ended December 31, 2019 (millions 

of dollars). 
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Table 1: Nalcor Energy Consolidated Revenue and Expenses 2019 

 

 $ % 
Continuing operations 

Energy sales 
Other revenue 

1,016 
22 

98 
2 

Revenue 1,038  
Fuels 
Power purchased 
Operating costs 
Production, marketing and transportation costs 
Transmission rental  
Depreciation, depletion and amortization  
Exploration and evaluation 
Net finance expense 
Other expense 
Regulatory adjustments 

217 
102 
230 

36 
26 

197 
33 
92 
14 

  (36) 

24 
11 
25 

4 
3 

22 
4 

10 
1 

(4) 
Expenses 911  
Profit for the year from continuing operations 127   
   
Discontinued operations   

Loss for the year from discontinued operations (1)  
   

Profit for the year 126  

 

The 2019 Consolidated Financial Statements for Nalcor are appended to this document (See Appendix 

2).   
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2. HIGHLIGHTS AND PARTNERSHIPS 

 

Nalcor works with a variety of agencies, departments and commissions to execute its mandate.   

During 2019, Nalcor worked closely with each of these organizations in support of the strategic 

directions of Government related to the energy sector. 

 

Department of Industry, Energy and Technology 

The Department of Industry, Energy and Technology (formally the Department of Natural 

Resources) works with Nalcor in policy-related areas for the various energy sector activities in 

which the companies engage and supports the companies’ efforts to progress all the strategic 

issues outlined. In 2018, Government engaged the PUB to investigate options to mitigate the 

impact of Muskrat Falls costs on electricity rates, including cost savings and revenue 

opportunities. To support their work, the PUB engaged The Liberty Consulting Group (Liberty) 

and Synapse Energy Economics (Synapse). In 2018, Nalcor and Hydro representatives served as 

members of the Rate Mitigation Committee, chaired by the Department Industry, Energy and 

Technology, which is analyzing options to mitigate future electricity rates. Throughout 2019, 

Nalcor and Hydro Executive teams and Board worked diligently in supporting Government and 

the PUB in their reviews of options to manage rates for customers. 

 

In September 2019, Liberty and Synapse delivered their final reports to the PUB, with the PUB 

then issuing these reports to the public. Supporting this work and responding to the PUB’s and 

the consultants’ questions has been an ongoing priority across the Board and the Executive 

teams. 

 

In March 2018, Government announced its intent to establish a stand-alone Crown corporation 

to work directly with the Department of Industry, Energy and Technology to accelerate growth 

opportunities in the petroleum industry. Throughout 2019, Nalcor continued to work with 

Government to transition the relevant areas of the business to the new oil and gas corporation.  

 

Department of Finance 

The Department of Finance works with Nalcor in relation to addressing requirements related to 

financial structure, financial forecasts, as well as providing on-lending financing for the 

company’s debt financing activities.  During 2019, Nalcor’s financing forecasts and equity 

requirements are examples of interactions between the department and Nalcor. 
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Newfoundland and Labrador Board of Commissioners of Public Utilities (PUB) 

In 2018, Government issued Terms of Reference to the PUB to investigate options to mitigate 

the impact of Muskrat Falls costs on electricity rates, including cost savings and revenue 

opportunities. Through the two-year PUB review, Nalcor provided information to the PUB, its 

consultants and intervenors and participated in the review hearings. 

 

During the 2017-2019 period there was significant filings by Hydro to the PUB related to the 

integration of power supply facilities and to the study of electricity supply adequacy for the 

Island Interconnected System. Nalcor participated in preparation and delivery of information to 

the PUB and its consultants in relation to these activities.  

 

Other Departments/Public Bodies 

Nalcor also shares commitments with the Department of Environment, Climate Change and 

Municipalities (formerly Municipal Affairs and Environment); Department of Fisheries, Forestry 

and Agriculture (formerly Fisheries and Land Resources); Department of Digital Government 

and Service NL (formerly Service NL); Intergovernmental and Indigenous Affairs Secretariat; 

and, the federal Departments of Fisheries and Oceans (DFO) and Environment and Climate 

Change Canada in relation to the environmental aspects of the company’s activities. Nalcor also 

provided information, exhibits and testimony to the Commission of Inquiry Respecting the 

Muskrat Falls Project. 

 

In 2019, Nalcor activity engaged with the Department of Environment, Climate Change and 

Municipalities to demonstrate the company’s compliance with the requirements of 

Environmental Assessments release for the Muskrat Falls hydroelectric generating project and 

LIL.  The Department of Environment, Climate Change and Municipalities and DFO were also 

engaged to ensure all necessary approvals and permits are in place for new assets and for 

Nalcor’s ongoing operations. Nalcor was also engaged with the Climate Change Branch of the 

Department of Environment, Climate Change and Municipalities to support the province's 

commitment to a low-carbon economy. Nalcor was also a participant in many federal level 

working groups with Water Power Canada and the Canadian Electricity Association that engage 

with the Federal Government on regulatory requirements. 
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The Lower Churchill Project (LCP) Impact and Benefits Agreement (IBA) with Innu Nation was 

signed in 2011. In 2017, Nalcor entered into a six-year Community Development Agreement 

(CDA) with the NunatuKavut Community Council (NCC).  Implementation of these agreements is 

ongoing and is a key consideration on how Nalcor conducts its business. 

In March 2019, the Atlantic Premiers and the Government of Canada committed to the 

development of a Clean Power Roadmap for Atlantic Canada. Nalcor has ongoing discussions 

and works closely with all Atlantic Canadian utilities and is an active member of the Atlantic 

Clean Power Planning Committee. 
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3. OUTCOMES OF GOALS AND OBJECTIVES 

 

The 2017-2019 Strategic Plan for Nalcor highlighted three strategic issues around which goals 

and objectives were established.  These issues encompass the activities of Nalcor and its 

subsidiaries.  A separate report will be filed by Hydro for 2019. 

 

For each strategic issue, the information provided below is reflective of work completed 

throughout the three-year planning period in relation to these issues.  As well, the 2019 

objectives and indicators outlined in the 2018 Annual Performance Report are provided along 

with a summary of related accomplishments.   

 

ISSUE 1: ELECTRICITY SUPPLY AND RELIABILITY 

 

Nalcor’s mandate, as established in legislation under the Energy Corporation Act, is to invest in, 

engage in, and carry out activities in all areas of the energy sector in the province and 

elsewhere. In carrying out this mandate, Nalcor is responsible for developing the province’s 

energy resources to provide Newfoundlanders and Labradorians with a secure and reliable 

source of electricity to meet their ongoing needs. This mandate supports the strategic direction 

of Government related to energy security and reliability in Newfoundland and Labrador. 

Through its subsidiary Hydro and its Churchill Falls business segments, Nalcor also undertakes a 

robust asset management program to ensure ongoing capital investments and maintenance of 

existing electricity assets to ensure long-term reliable operation of these assets.   

 

During the 2017-19 planning period, Nalcor advanced the construction of the Muskrat Falls 

Project which by the end of 2019 was over 99 per cent complete. Muskrat Falls will be a secure, 

reliable source of clean, renewable power for electricity customers in the province. With the 

integration of Muskrat Falls into the provincial electricity system, 98 per cent of our province’s 

electricity will come from renewable energy sources. 

 

Nalcor’s operation in Churchill Falls is one of the largest underground hydroelectric power 

facilities in the world, with a rated capacity of 5,428 MW. Safely operating and maintaining its 

electricity assets, as well as municipal and community services, drives the Churchill Falls 

strategy. As of 2019, Churchill Falls has been in operation for 48 years. With the plant and 

related infrastructure aging, asset management is critical to keeping assets in reliable operating 
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condition to provide reliable service to customers for the long-term and to ensure assets are 

fully functional well beyond the expiry of current commitments in 2041. From 2005-2019, 

Nalcor Churchill Falls invested $553 million to upgrade or replace Churchill Falls assets, with 

annual capital expenditures increasing during the period by around 630 per cent to $65.4 

million in 2019.  

 

In advancing the Muskrat Falls Project, including integration of Muskrat Falls assets into the 

provincial electricity system and interconnection with the North American grid, and continuing 

to invest in Churchill Falls assets, Nalcor is ensuring a secure and reliable source of electricity 

and supports the strategic direction of Government related to Electricity Security and Reliability 

for the long term.  

 

Issue 1: Electricity Supply and Reliability   
Goal: By December 31, 2019, Nalcor will have will have advanced long-term security and 

reliability of the province’s electricity supply. 

INDICATORS 2017-2019 ACCOMPLISHMENTS 

Advanced construction of the 

Muskrat Falls Project 

Throughout the 2017-19 planning cycle Nalcor was successful 

in achieving many milestones towards the completion of 

Muskrat Falls.   

 

Overall construction of the project reached over 99 per cent 

complete at the end of 2019, an increase of three per cent 

from the previous year. 

 

Power Development (Generation)  

Construction progress on the generation project reached over 

98 per cent complete compared to 92 per cent complete at the 

end of 2018.  

 

At the Muskrat Falls facility, all water retaining structures were 

completed and reservoir impoundment (raising the level of the 

water upstream of the Muskrat Falls facilities) to the full 

operating supply level of around 39 m was completed in 

September 2019. In the powerhouse, two of the four turbine 

and generator units were installed and work continued with 

the assembly and installation of the third and fourth turbine 

and generator units. Final concrete for civil works was poured.  

Construction and commissioning work will continue in 2020. 
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Power Supply (Transmission)  

Construction and commissioning of all Labrador Transmission 

Assets is complete and by mid-2019 the Churchill Falls HVac 

extension and switchyard, the Muskrat Falls HVac switchyard 

and the two, 250 km transmission lines from Churchill Falls to 

Muskrat Falls were turned over to Nalcor Operations.  

 

On LIL, all construction is complete on the 1,100 km 

transmission line from Muskrat Falls to Soldiers Pond, including 

the Strait of Belle Isle Marine Cable Crossing (SOBI) and turned 

over to Nalcor Operations.  All construction and commissioning 

of the Soldiers Pond HVac switchyard is complete and turned 

over to Nalcor Operations. Construction of the HVdc Converter 

Stations at both Muskrat Falls and Soldiers Pond, as well as the 

Synchronous Condenser Facility at Soldiers Pond, is 

substantially complete and testing of LIL in monopole was 

completed in June 2019. LIL was taken offline in mid-2019 to 

advance the development and commissioning of the software 

required to operate the LIL across two lines (bipole). 

 

In 2018 and early 2019, LIL operated over one transmission line 

(monopole) as an interim step to deliver surplus Recapture 

power from Churchill Falls to the island. Bipole software 

development and resolution of issues identified during 

commissioning of the synchronous condensers is ongoing. High 

power testing and commissioning of LIL will continue in 2020. 

Prepared for integration into 

the provincial electricity 

system 

Completed and published to the PUB all applicable low-power 

and high-power operational system studies related to the 

reliable operation of the LTA, LIL and Muskrat Falls assets. 

 

Completed the development of LTA, LIL and Muskrat Falls 

generating Unit 1 grid energization procedures, enabling the 

safe commissioning and integration of Muskrat Falls Project 

assets into the provincial electricity system. 

 

Supported the transition of Muskrat Falls Project assets into 

Operations, including the LTA and LIL transmission lines, SOBI 

and HVac Terminal Stations at Churchill Falls, Muskrat Falls and 

Soldiers Pond. 
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Recruited and secured more than 130 engineering, operations, 

maintenance and support positions to enable Power Supply to 

reliably operate the new transmission and generation assets. 

 

Substantially advanced the development of the Muskrat Falls 

Project asset management program, establishing all 

preventative maintenance procedures to manage the assets at 

turnover as well as the majority of procedures for long-term 

requirements. 

 

Completed risks assessments related to fire and safety 

emergency response at Soldiers Pond and Muskrat Falls. 

Developed emergency response plans for Soldiers Pond and 

advanced requirements for the emergency response approach 

for the Muskrat Falls site.  Completed a detailed assessment of 

emergency response and repair requirements for the overhead 

transmission lines, conducted mock trials and advanced the 

development of long-term strategies. 

 

Developed interim and long-term warehousing plans for the 

island and Labrador and secured and established interim 

warehouse space for the island and advanced Labrador 

requirements.  Inspected and received spares inventory for 

SOBI, the LTA/LIL transmission lines and HVac stations. 

Procured recommended spares for the synchronous 

condensers and advanced the review of contractor supplied 

and recommended spares for the HVdc and Muskrat Falls 

generation assets and structures. 

 

Built a preliminary 50-year forward looking capital sustaining 

plan for LCP assets, completed a financial review of asset costs 

and service lives for LTA and LIL assets, and established 

financial systems and processes for Power Supply operations. 

 

Established key operational service and support contracts to 

enable safe and reliable operations of the transmission assets 

and advanced generation requirements. 
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Completed the development and implementation of all 

transmission related safety programs and substantially 

advanced the development and implementation of generation 

safety programs. 

 

Completed pre-Muskrat Falls generation availability 

commercial arrangements for transmission availability and use. 

Completed the Pilot Agreement for the Optimization of 

Hydraulic Resources, submitted the agreement to the PUB and 

received PUB approval. Advanced the development of the 

Long-term Agreement. 

Prepared for interconnection 

with the North American grid 

Open access application submitted and approved by the PUB.  

Achieved Government royal assent of open access legislation. 

 

Developed and implemented all open access policies, 

procedures, tools and technologies to enable the 

Newfoundland and Labrador System Operator’s (NLSO) 

preparedness for its interconnection to the North American 

grid. Completed, applicable Energy Control Centre (ECC) 

operator training and established a code of conduct training 

program across the organization. Successfully executed the 

first commercially-scheduled interchange transaction in 

January 2018. 

 

Identified reliability standards to be considered for voluntary 

adoption of North American Electric Reliability Corporation 

(NERC) standards, developed associated polices and 

procedures, and completed an implementation and 

prioritization framework for voluntary adoption. 

 

Advanced discussions between Hydro-Québec, CF(L)Co and the 

NLSO regarding establishing an Interconnection Operators 

Agreement (IOA) between the NLSO and Hydro-Québec and 

the assignment of certain CF(L)Co transmission operating 

functions to the NLSO through a transmission Multi-Party 

Pooling Agreement (MPPA).  Conducted a mapping exercise to 

review and document existing and future roles and 

responsibilities related to the management of the transmission 

interface and power flows between Labrador and Quebec.   
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Continued to invest in 

Churchill Falls assets 

Throughout 2017-2019, asset management at Churchill Falls 

remained a key priority for Nalcor, given the age of the plant 

and its related infrastructure. Current commitments expire in 

2041 and work completed over the last three years will assist 

in ensuring these assets will continue to operate reliably well 

beyond that time.  

 

A long-term asset management plan was developed that 

reflects the level of service required of the plant combined 

with key asset information including condition assessments 

and operating and maintenance experience. 

 

From 2005-2019, Nalcor Churchill Falls invested $553 million to 

upgrade or replace Churchill Falls assets, with annual capital 

expenditures increasing during the period by around 630 per 

cent to $65.4 million in 2019. 

Objective 

By December 31, 2019, Nalcor will have further advanced capital projects to enhance the long-

term security and reliability of the province’s electricity supply. 

INDICATORS 2019 ACCOMPLISHMENTS 

Advanced construction of the 

Muskrat Falls Project 
 Worked more than 17.5 million hours and more than 33 

months without a lost-time injury. 

 The Muskrat Falls Project received the Health and Safety 

Distinction Award from Building Trades Unions. 

 

Generation 

 Over 98 per cent construction complete on the generation 

project. 

 The North Dam was completed and put into operation. 

Built over two construction seasons, approximately 

243,000m³ of concrete was poured to build the 450m long 

and 39m high structure. 

 Raised the water level in the reservoir, reaching the final 

operating level of about 39m and creating the reservoir. 

 The remaining concrete in the powerhouse was poured 

with a total of 680,000m³ of concrete placed to build the 

generation facility. 
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Transmission 

 Over 99 per cent construction complete on the 

transmission project. 

 Transmitted power from Churchill Falls, over LIL to the 

island over one transmission line (monopole) as an interim 

step to deliver surplus Recapture power from Churchill Falls 

to the island.  

Prepared for integration into 

the electricity system 

 

 High-power operational studies completed and submitted 

to the PUB.  

 Supported the transition of the HVac terminal stations at 

Churchill Falls, Muskrat Falls and Soldiers Pond into 

Operations. 

 Completed energization procedures for the synchronous 

condensers, converter stations and Muskrat Falls 

generating Unit 1. 

 Completed the transition of final documentation from the 

Muskrat Falls Project to operations for SOBI, LTA/LIL 

transmission lines and HVac Stations. 

 26 of 28 operations roles secured for generation including 

all required hydro operator apprentices and journey 

persons.  Recruiting for remaining transmission operations, 

engineering and support functions completed.  

 Financial systems and processes for Power Supply 

operations established. 

 Joint working committee established with Emera and plan 

established to advance the development of the Long-term 

Asset Management Plan for all Muskrat Falls Project assets 

including the Maritime Link. 

 Asset management program completed for the HVac 

terminal stations and substantially advanced for the 

Muskrat Falls generation assets and structures. 

 Safety, fire and rescue emergency response risk assessment 

for the Muskrat Falls site completed, approaches evaluated 

and implementation of key requirements initiated. 

 Operations, maintenance and service support requirements 

for generation operations advanced. 

 Assessment of long-term warehousing requirements for 

Labrador completed. Procurement of recommended spares 

for the synchronous condenser completed. Remaining 
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HVac station spares received. Assessment and preparation 

for receipt of Muskrat Falls generation spares continued. 

 Transmission safety program completed. Generation safety 

program substantially advanced. 

 The Nalcor/Hydro coordinated water management 

production planning function was operationalized.  

Prepared for interconnection 

with North American grid 

 Development of NERC reliability policies and procedures 

completed for the NERC standards being considered for 

voluntary adoption. Prioritization framework for 

implementation completed. 

 Advanced discussion between Hydro-Québec, CF(L)Co and 

the NLSO regarding establishing an IOA between the NLSO 

and Hydro-Québec and the assignment of certain CF(L)Co 

transmission operating functions to the NLSO through a 

transmission MPPA.  Conducted a mapping exercise to 

review and document existing and future roles and 

responsibilities related to the management of the 

transmission interface and power flows between Labrador 

and Quebec.   

 Advanced the implementation of the independent river 

coordinator function as required under the Churchill River 

Water Management Agreement. 

Continued to invest in 

Churchill Falls assets 

 Achieved 98.66 per cent of possible Guaranteed Winter 

Availability Contract (GWAC) revenue. 

 Successfully delivered 2019 capital program. 

 Successfully delivered key maintenance activities within the 

annual work plan, and exceeded 97 per cent on targeted 

preventive and corrective maintenance activities. 
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ISSUE 2: VALUE FROM ELECTRICITY  

 

As Nalcor carries out its work to safety and responsibly develop Newfoundland and Labrador’s 

energy resources for the maximum benefit for the people of the province, it is keenly aware of 

the impact its operations have on electricity costs. This mandate supports the strategic 

direction of Government regarding maximized value with regard to the development and 

export of energy. Capital and financing costs associated with Nalcor’s capital projects - through 

its subsidiary Hydro and, in particular, the Muskrat Falls Project - are not only backed by 

taxpayers but also passed along to customers through electricity rates.  

 

Nalcor continues to consider the opportunities for minimizing costs of capital while also 

increasing revenue from its operations. These measures will provide opportunities to manage 

and mitigate electricity rates for customers after the in-service of the Muskrat Falls Project. 

Nalcor is focused on successfully completing the project. At the same time the company is 

continuing to explore and assess opportunities in export markets that could bring value to the 

province from the sale of surplus energy. The company is investigating all reasonable measures 

to minimize the impact of the project on electricity customers.  

 

To extract maximum value from its electricity portfolio, Nalcor, through NEM actively trades 

and sells the province’s surplus power to customers in external energy markets. The Energy 

Trading portfolio includes surplus Churchill Falls Recapture energy, long-term transmission 

rights, and agreements with Hydro for the provision of external electricity marketing services.  

 

Nalcor currently sells electricity as a participant in the competitive energy markets in Canada 

and the United States. The current portfolio includes electricity available from the 300 MW 

Recapture energy block available from Churchill Falls to Hydro. To access export markets, 

Nalcor, through its subsidiary, Hydro, signed a Transmission Service Agreement with Hydro-

Québec TransÉnergie (HQT) under HQT’s Open Access Transmission Tariff in 2009 and in 2013, 

Nalcor renewed that agreement for another 10 years.  The agreement is for long-term power 

transmission capacity from Labrador through Quebec to the New York border with the ability to 

transmit electricity to other markets.  
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In 2019, 95 per cent of available Recapture energy from the Churchill Falls Generating Station 

was delivered to market. This provided 1.189 terawatt hours of energy to customers in New 

York, New England, Ontario and the Maritimes, and in addition to other energy trading activity 

realized revenues of $36 million.   

 

In 2010, CF(L)Co filed a motion with the Quebec Superior Court, requesting the court to amend 

the extremely low pricing terms of the 1969 Power Contract and the Renewed Power Contract 

between CF(L)Co and Hydro-Québec.  The Quebec Superior Court ruled against CF(L)Co in 2014, 

following which CF(L)Co filed an appeal, which was subsequently ruled against by the Quebec 

Appeal Court in 2016. Following such rulings against CF(L)Co, CF(L)Co filed an application for 

leave to appeal to the Supreme Court of Canada which was subsequently granted. The appeal 

was heard by the Supreme Court of Canada in December 2017 and the decision was rendered in 

November 2018. The company’s appeal was denied and no further action will be taken.   

 

In a second, but unrelated, legal action filed by Hydro-Québec in the Quebec Superior Court in 

2013, Hydro-Québec sought a Declaratory Judgment relating to the interpretation of certain 

terms of the 1969 Power Contract and the Renewed Power Contract (commencing September 

1, 2016 and expiring August 31, 2041). In this proceeding, Hydro-Québec sought the Court’s 

declarations with respect to i) “Continuous Energy" under the Renewed Power Contract and ii) 

CF(L)Co’s right to sell power beyond the 300 MW Recapture block provided for in the Power 

Contract and the Renewed Power Contract on an interruptible basis to third parties. The 

Quebec Superior Court ruled against CF(L)Co in August 2016. On September 7, 2016 CF(L)Co 

filed an appeal with the Quebec Court of Appeal. In December 2016, the appeal factum was 

filed and the Declaratory Judgment Case was heard at the Quebec Court of Appeal on 

December 4, 2018. A decision of the Quebec Court of Appeal was issued on June 20, 2019, 

which partially overturned the decision of the Superior Court. The Court of Appeal ruled that 

Hydro-Québec is entitled to an annual capped quantity of energy known as “Continuous 

Energy” and confirmed that Hydro-Québec does not have an exclusive right to all energy 

produced at Churchill Falls other than the Recapture and Twin Falls blocks of energy. In 

accordance with this ruling, CF(L)Co has the right to sell energy in excess of Continuous Energy 

to third parties when it can be produced at the Churchill Falls facility. The judgment has not 

been appealed and therefore will stand. With the completion of the litigation process, CF(L)Co 

has been, and will continue monitoring of its reservoirs and forecast hydrology conditions to 

assess opportunities to produce and sell excess energy.      

 



2019 TRANSPARENCY & ACCOUNTABILITY 
PERFORMANCE REPORT 

 

 

NALCOR ENERGY   21 
 

Nalcor’s activities to extract maximum value from its electricity portfolio and to investigate 

options for reducing project costs all serve to support the strategic direction of Government of 

maximized value.  

 

Issue 2: Value from Electricity  
Goal: By December 31, 2019, Nalcor will have will have advanced efforts to maximize the 

overall value from the electricity resources for the people of the province. 

INDICATORS 2017-2019 ACCOMPLISHMENTS 

Advanced opportunities to 

mitigate rates 

In 2018, Government engaged the PUB to investigate options 

to mitigate the impact of Muskrat Falls costs on electricity 

rates, including cost savings and revenue opportunities. To 

support their work, the PUB engaged Liberty and Synapse. 

Throughout 2019, Nalcor and Hydro Executive teams and 

Boards worked diligently in supporting Government and the 

PUB in their reviews of options to manage rates for customers. 

 

In September 2019, Liberty and Synapse delivered their final 

reports to the PUB, with the PUB then issuing these reports to 

the public. Supporting this work and responding to the PUB’s 

and the consultants’ questions has been an ongoing priority 

across the board and the executive team. Nalcor is committed 

to working collaboratively with Government to implement 

opportunities that will manage and mitigate electricity rates for 

customers following integration of the Muskrat Falls Project 

into the provincial electricity system. This will be a priority 

throughout the 2020-22 planning period. 

Advanced opportunities to 

maximize value from, 

electricity sales and new 

developments 

NEM continued to work with Hydro to procure off-island 

energy to displace energy production from the HTGS where it 

is economically justified or to aid in reservoir management 

when reservoir water levels are low; however, NEM does not 

realize a profit on these transactions. In December 2018, the 

PUB approved an application from Hydro to authorize NEM to 

begin purchasing and importing low-cost energy from external 

markets to satisfy customer requirements on the island instead 

of generating energy from Hydro hydraulic assets. At a later 

date, when market prices are higher, Hydro generates and sells 

energy into export markets, creating value which will be 

passed along to ratepayers in the future, subject to further 

regulatory process. 
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Working alongside Hydro’s energy production team to 

maximize the transfer, throughout 2019, NEM transferred 

approximately 215 gigawatt hours (GWh) of low-cost energy 

from Churchill Falls to the island via LIL. In the same year, NEM 

also imported approximately 232 GWh of lower-cost energy 

from various markets throughout eastern Canada and the 

northeastern United States via the Maritime Link to reduce the 

cost associated with providing service to Hydro island 

electricity customers by displacing more costly generation at 

HTGS. 

Objective 

By December 31, 2019, Nalcor will have further advanced efforts and opportunities to extract 

maximum value from the province’s electricity resources. 

INDICATORS 2019 ACCOMPLISHMENTS 

Continued to implement 

measures to maximize 

portfolio value such as 

targeting higher priced 

markets and times to exceed 

the energy price benchmark 

 Delivered 95 per cent of available Recapture energy from 

Churchill Falls to market.  

 1.189 terawatt hours of energy was provided to customers 

in New York, New England, Ontario and the Maritimes 

 Realized revenues of more than $3 million, or 282 per cent 

above market benchmark (New York/Quebec interface). 

Continued preparations 

relating to the appeal of the 

Declaratory Judgement legal 

proceedings 

 The Quebec Court of Appeal issued its decision on June 20, 

2019, which partially overturned the decision of the 

Superior Court. The Court of Appeal ruled that Hydro-

Québec is entitled to an annual capped quantity of energy 

known as “Continuous Energy” and confirmed that Hydro-

Québec does not have an exclusive right to all energy 

produced at Churchill Falls other than the Recapture and 

Twin Falls blocks of energy. In accordance with this ruling, 

CF(L)Co has the right to energy in excess of Continuous 

Energy when it can be produced at the Churchill Falls 

facility. The judgment has not been appealed and therefore 

will stand.  

 With the completion of the litigation process, CF(L)Co has 

been, and will continue monitoring of its reservoirs and 

forecast hydrology conditions to assess opportunities to 

produce and sell excess energy.      

Assessed and engaged 

potential customers on 

potential future electricity 

 Nalcor’s Energy Trading team continued to work with Hydro 

to procure off-island energy to displace energy production 
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development for the export 

market and industrial 

customer opportunities 

from the HTGS and to optimize the value of the province’s 

hydraulic storage and production assets.  

 Nalcor has ongoing discussions and works closely with all 

Atlantic Canadian utilities and is a member of the Atlantic 

Clean Power Planning Committee.  

 

 

ISSUE 3: OIL AND GAS INTERESTS, EXPLORATION AND DEVELOPMENT  

 

The mandate of Nalcor, established under the Energy Corporation Act (2008) included 

exploring for, developing, producing, refining, marketing and transporting hydrocarbons and 

products from hydrocarbons. Through its subsidiary, Nalcor Energy - Oil and Gas Inc., these 

activities supported fulfillment of the strategic direction of Government related to advancing 

the oil and gas industry in the province for the past decade.   

 

In February 2018, Government launched a policy document entitled The Way Forward on Oil 

and Gas as part of its Advance 2030 plan.  In support of this document on March 27, 2018, 

Government announced its intent to establish a stand-alone Crown corporation to work directly 

with the Department of Industry, Energy and Technology to accelerate growth opportunities in 

the petroleum industry.  On March 11, 2019, the Government introduced legislation 

establishing a new oil and gas corporation with a mandate focused on maximizing opportunities 

for growth in the province’s offshore oil and gas industry (Oil and Gas Corporation Act). The 

new corporation, on top of managing the existing offshore equity interests,  will drive 

exploration by attracting new investment, maximizing returns through equity investments, and 

enhancing local supply chain opportunities by leveraging  existing capabilities; positioning the 

province as a globally preferred location for oil and gas development. Bull Arm Fabrication Inc. 

will become a subsidiary of the new corporation, and will continue to hold the lease for the Bull 

Arm Fabrication Site. Bull Arm's employees will transition to the new oil and gas corporation 

and support this effort.    

 

Throughout 2019, Nalcor continued to work with Government to transition the relevant areas 

of the business to the new oil and gas corporation. An implementation working group was 

established to facilitate the transition (effective January 1, 2020) and to develop a Management 

Services Agreement (MSA) between Nalcor Oil and Gas and the new oil and gas corporation. 

The MSA stipulates that the ownership of the existing offshore assets (White Rose, Hibernia 
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Southern Extension and Hebron) will remain with Nalcor Oil and Gas as a source of revenue, but 

will be managed by the new oil and gas corporation.   

 

Nalcor Oil and Gas currently holds a five per cent working interest in the White Rose Extension 

project. This project includes the North Amethyst field, West White Rose and South White Rose 

Extension. The company also has a 10 per cent working interest in the Hibernia Southern 

Extension (HSE) and is a co-venturer in the Hebron oil field holding a 4.9 per cent working 

interest in the province’s fourth offshore oil project. Since 2010, more than $1.3 billion in 

revenue has been generated by oil sales.  

 

In addition to the economic value provided through equity, the ownership position provides the 

newly-formed corporation with a seat at the decision-making table and direct involvement in 

the management of the development of our resources.  The knowledge, information and 

understanding that this participation brings, will enable this corporation to foster relationships  

that help ensure better alignment between the provincial interest and the partners in the 

project.  Over the planning period, the new corporation will continue to exercise the rights 

under joint venture agreements to pursue issues of interest to enhance sustainable long-term 

exploration and development of our resources.   

 

Over the planning period, the new corporation will continue to work with its partners to 

advance work plans and achieve project milestones.  

 White Rose Extension Project: The North Amethyst field produced first oil in May 2010 and 

has produced over 50 million barrels through December 2019.  In 2015, first production 

from the South White Rose Extension was achieved and in 2016, first production was 

achieved from the first producer in the Hibernia formation at the White Rose field.  In 2017, 

the White Rose Extension project was sanctioned, with first oil anticipated in 2022.  For the 

2020-2021 period, key activities will include the sustainment of maximum production levels 

through sound reservoir management.  

 Hibernia Southern Extension:  First oil was achieved from the Hibernia Southern Extension 

(HSE) in 2011, supplementing production from the original Hibernia project area, helping 

the overall field in achieving the one billionth barrel of oil on December 21, 2016.  

Accelerated drilling progress in 2016 and 2017 helped achieve record production levels 

from the HSE area.  For the 2020-2021 period, the focus will be on the sustainment of 

maximum production levels through sound reservoir management.   
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 Hebron: First oil was achieved from Hebron on November 27, 2017, ahead of schedule.  For 

the 2020-2021 period, activities will focus on safe and environmentally sound ramp up of 

production rates from the platform, as well as the investigation and analysis of future 

upside potential in the field.   

 

Issue 3: Oil and Gas Interests, Exploration and Development 

Goal: By December 31, 2019, Nalcor Energy-Oil and Gas will have advanced opportunities to 

increase exploration and development of the Province’s oil and gas resources.1 

INDICATORS 2017-2019 ACCOMPLISHMENTS 

Managed equity interests in 

offshore development in 

support of planned project 

advancements 

 Developed partnership in Joint Ventures with industry 

participants 

 Continued support for ongoing and future developments in 

the Province’s offshore 

Advanced knowledge of 

resource potential through 

execution of multi-year 

exploration strategy 

 Mapped over 650 leads and prospects  

 Independent resource assessments have identified an 

estimated resource potential of 52.2 billion barrels of oil 

and 199.6 trillion cubic feet of gas in less than nine per cent 

of the province’s offshore 

Objective  

By December 31, 2019, Nalcor Energy-Oil and Gas will have continued to support efforts to 

advance offshore project milestones and further enhanced knowledge of the province’s oil and 

gas resource potential. 

INDICATORS 2019 ACCOMPLISHMENTS 

Support planning for the 

establishment of a new stand-

alone Oil and Gas Crown 

Corporation; develop and 

execute on a consolidated 

plan for a successful 

transition 

 In March 2019, a new Crown corporation was established 

focused solely on oil and gas activities.  The new entity is 

responsible for financing and managing exploration 

activities and future equity investments in offshore 

developments. 

 A MSA between Nalcor Oil and Gas and the oil and gas 

corporation was developed to support existing oil and gas 

equity assets. 

 New exploration activities, along with future investment in 

offshore developments and the Bull Arm Site, will also rest 

with the newly established Crown corporation. 

 Effective January 1, 2020, Oil and Gas is comprised of 

existing equity interests in offshore developments. 

                                                           
1
The new corporation was proclaimed on January 1, 2020 and for that reason Nalcor Oil and Gas is maintaining its 

current reporting structure for this report.   Future reports will reflect relevant changes.   
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Activities related to exploration and future offshore 

developments were transitioned to the new crown 

corporation. 

Continue to exercise Joint 

Venture voting rights and 

committee representation in 

the three offshore 

developments in support of 

the advancement of progress 

toward planned project 

milestones 

 Continued the White Rose Extension Project (WREP) with 

Argentia, Marystown and Ingleside, TX scopes, achieving 56 

per cent overall project progress at year end 

 Hebron drilling progress ahead of original schedule, 

completing fifteenth platform well by year end 

 Hebron production rates exceeded expectations; ultimate 

recovery implications over the field life continue to be 

assessed 

 Eighth oil producing well completed and online at Hibernia 

Southern Extension 

 Environmental initiatives commenced/progressed, 

including a partnership with the Newfoundland 

Environmental Industries Association (NEIA) 

Continued to acquire 

geoscience data 

 

 

Continue offshore exploration 

data surveys 

 

 

Continue multiyear 

exploration strategy 

 Successfully executed 2019 2D and 3D surveys 

 2D targeting 2021 and 2022 South Coast license Rounds 

(10,500 km)  

 First 3D survey off the coast of Labrador supporting 2021 

license round (8,600km2) 

 Resource Assessment for the 2019 Carson Bonnition Salar 

Basins was completed and publicly issued  

 Ongoing preparation for 2020 Resource Assessment for 

Eastern Newfoundland 

 Pilot Project for Full Waveform Inversion (FWI) application 

ongoing on Tablelands 3D in Eastern NL 2020 license round 

area 

Communicate Nalcor 

geoscience results to the 

global oil and gas industry 

 Participated in Federal Trade Mission to Norway/UK to 

discuss offshore oil and gas digitalization, license 

governance and supplier development. 

 Presented numerous scientific papers on NL offshore 

geoscience to global conferences in 2019 including NAPE, 

APPEX, AAPG, Atlantic Ireland and EAGE.  

o New methodology  developed to detect seabed escape 

features from 3D seismic – initial results presented at 

AAPG in San Antonio and EAGE in London 

 Participated in Eastern NL Regional Assessment 

o Member of GIS technical advisory group 
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4. OPPORTUNITIES AND CHALLENGES 

 

Implementing priorities, as set out in Nalcor’s 2020-22 Strategic Plan, will require Nalcor to 

continue to build on its accomplishments and address future challenges and opportunities.  The 

key opportunities and challenges that will be addressed reflect the next phase of Nalcor’s 

strategy in support of Government’s energy sector strategic directions. 

 

Electricity Supply and Reliability 

Muskrat Falls Project 

During the 2020-2021 planning period, Nalcor will continue commissioning work on the 

generation and transmission components of the Muskrat Falls Project, securing a new reliable 

source of clean, renewable power.  The integration of the Muskrat Falls assets into the 

provincial electricity system and interconnection with the North American grid will continue to 

support energy security and reliability. 

 

Churchill Falls – Asset Management 

During 2020, Nalcor will continue to safely operate and maintain its electricity assets in 

Churchill Falls.  Its long-term asset management plan and strategic investment will ensure the 

continued performance of Churchill Falls and contribute to long-term energy security and 

reliability. 

 

Value from Electricity 

Nalcor’s energy marketing portfolio continues to grow. Throughout the 2020-22 planning 

period, Nalcor will advance its plan for energy marketing operations and continue to pursue 

opportunities to increase the value of its portfolio. Nalcor will continue to explore and assess 

opportunities in export markets that could bring value to the province from the sale of surplus 

energy and investigate all reasonable measures to minimize the impact of the Muskrat Falls 

Project on electricity rates for customers.   

 

Rising electricity rates will continue to be a challenge for Nalcor. However, Nalcor will continue 

to seek out opportunities that will manage and mitigate electricity rates for customers by 

working with its provincial partners, engaging in activities to extract maximum value from its 

electricity portfolio, and monitoring and assessing market opportunities for expansion of its 

portfolio. 
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Oil and Gas  

The new oil and gas corporation established in 2019 has a mandate focused on maximizing 

opportunities for growth in the province’s offshore oil and gas industry. The corporation will 

drive exploration by attracting new investment, maximizing returns through equity 

investments, and enhancing local supply chain opportunities by leveraging existing capabilities; 

positioning the province as a globally preferred location for oil and gas development. Bull Arm 

Fabrication Inc. is a subsidiary of the new corporation and supports this effort. 

 

The ownership of existing equity interests in offshore Newfoundland and Labrador projects will 

remain with Nalcor as a source of revenue. The existing assets include White Rose, Hebron and 

the Hibernia Southern Extension projects. During 2020, Nalcor will be focused on working with 

its partners to transition various oil and gas functions of the business over to the new oil and 

gas corporation. This will entail carrying out activities as set out in a MSA and clarifying the 

roles and responsibilities of both organizations in relation to the provinces oil and gas industry.  
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Appendix 1 Energy Portfolio 
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Appendix 2 2019 Audited Financial Statements 

 





 

Independent Auditor’s Report 

To the Lieutenant-Governor in Council, 
Province of Newfoundland and Labrador  

Opinion 
We have audited the consolidated financial statements of Nalcor Energy (the “Company”), which 
comprise the consolidated statement of financial position as at December 31, 2019, and the 
consolidated statements of profit and comprehensive income, changes in equity and cash flows for the 
year then ended, and notes to the financial statements, including a summary of significant accounting 
policies (collectively referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2019, and its financial performance and its cash 
flows for the year then ended in accordance with International Financial Reporting Standards (“IFRS”). 

Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing standards 
(“Canadian GAAS”). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of 
the Company in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable 
the preparation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Company’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless management either intends to liquidate the Company or 
to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting 
process. 
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Canada 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with Canadian GAAS will always detect a material misstatement 
when it exists. Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic decisions of users 
taken on the basis of these consolidated financial statements. 

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

 Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

 Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 

Chartered Professional Accountants 
February 28, 2020 
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15.15.15.15. TRADETRADETRADETRADE    ANDANDANDAND    OTHEROTHEROTHEROTHER    PAYABLESPAYABLESPAYABLESPAYABLES

As at December 31 (millions of Canadian dollars)     2019 2019 2019 2019  2018 
Trade payables and accruals     305 305 305 305  369 
Accrued interest payable     76 76 76 76  55 
Rent and royalty payable     5 5 5 5  4 
Other payables     49 49 49 49  58 

    435 435 435 435  486 

16.16.16.16.     DEBTDEBTDEBTDEBT

16.116.116.116.1    ShortShortShortShort----termtermtermterm    BorrowingsBorrowingsBorrowingsBorrowings 
Nalcor maintains a $250.0 million CAD or USD equivalent committed revolving term credit facility with its banker, with a maturity 
date of January 31, 2021. On February 28, 2020 Nalcor signed an extension to its revolving term credit facility, resulting in a new 
maturity date of January 31, 2022. There were no amounts drawn on this facility as at December 31, 2019 (2018 - $nil), however 
$8.0 million of the borrowing limit has been used to issue 11 irrevocable letters of credit (2018 - $8.3 million to issue 11 
irrevocable letters of credit) which relate to power purchases and sale contracts with various independent system operators, 
transmission providers and bilateral counterparties.  Borrowings in CAD may take the form of Prime Rate Advances, Bankers' 
Acceptances (BAs) and letters of credit. Borrowings in USD may take the form of Base Rate Advances, London Interbank Offer 
Rate (LIBOR) Advances and letters of credit. The facility also provides coverage for overdrafts on Nalcor's bank accounts, with 
interest calculated at the Prime Rate.  

On August 9, 2019 Hydro signed an extension to its $200.0 million CAD or USD equivalent committed revolving term credit facility 
resulting in a revised maturity date of July 27, 2021. As at December 31, 2019, there were no amounts drawn on the facility 
(2018 - $nil). Borrowings in CAD may take the form of Prime Rate Advances, BAs and letters of credit. Borrowings in USD may 
take the form of Base Rate Advances, LIBOR Advances and letters of credit. The facility also provides coverage for overdrafts on 
Hydro's bank accounts, with interest calculated at the Prime Rate.  

In addition, Hydro utilized its $300.0 million government guaranteed promissory note program to fulfil its short-term funding 
requirements. As at December 31, 2019, there was a $233.0 million promissory note outstanding with a maturity date of January 
7, 2020 bearing an average interest rate of 1.82% (2018 - $189.0 million bearing an interest rate of 1.77%). Upon maturity, the 
promissory note was reissued. 

Churchill Falls maintains a $10.0 million CAD or USD equivalent unsecured demand operating credit facility with its banker. 
Advances may take the form of Prime Rate advance, or the issuance of a BA with interest calculated at the Prime Rate or 
prevailing Government BA Fee.  The facility provides coverage for overdrafts on Churchill Falls' bank accounts, with interest 
calculated at the Prime Rate.  There were no amounts drawn on this facility as at December 31, 2019 (2018 - $nil). 

Churchill Falls has issued three irrevocable letters of credit totalling $2.0 million (2018 - $2.0 million to issue three irrevocable 
letters of credit), $1.0 million of which does not impact the borrowing limit of the operating facility (2018 - $1.0 million).  The 
letters of credit ensure satisfactory management of its waste management system and compliance with a certificate of approval 
for the transportation of special and hazardous wastes, granted by the Provincial Department of Environment and Conservation.   

Oil and Gas maintains a $30.0 million CAD or USD equivalent unsecured credit facility with its banker and as at December 31, 
2019, there were no amounts drawn on this facility (2018 - $nil).  Borrowings in CAD may take the form of Prime Rate Advances 
and letters of credit. Borrowings in USD may take the form of Base Rate Advances and letters of credit. $22.2 million of the 
borrowing limit has been used to issue two irrevocable letters of credit (2018 - $23.3 million to issue two irrevocable letters of 
credit) to ensure compliance with service agreements and regulations relating to petroleum and natural gas exploration and 
production activities. During the year one of the existing letters of credit was reduced by $1.1 million to reflect the amended 
amount. 
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