NEWFOUNDLAND Newfoundland Power Inc.

P OWER 55 Kenmount Road

A FORTIS COMPANY P.O. Box 8910
St. John's, NL A1B 3P6
DELIVERED BY HAND Business: (709) 737-5600

Facsimile: (709) 737-2974
www.newfoundlandpower.com

June 28, 2013
Board of Commissioners of Public Utilities
P.O. Box 21040
120 Torbay Road
St. John’s, NL Al1A 5B2
Attention: G. Cheryl Blundon
Director of Corporate Services
and Board Secretary
Ladies and Gentlemen:
Re:  Newfoundland Power’s 2014 Capital Budget Application
A. 2014 Capital Budget Application

Enclosed are the original and 10 copies of Newfoundland Power Inc.’s (the “Company™) 2014
Capital Budget Application and supporting materials (the “Filing™).

The Filing outlines a proposed 2014 Capital Budget totaling $84,462,000 including $3,853,000 in
capital expenditures approved by the Board in Order No. P.U. 31 (2012). In addition, the Filing
seeks approval of a 2012 rate base in the amount of $883,045,000.

B. Compliance Matters

B.1  Board Orders

In Order No. P.U. 31 (2012) (the 2013 Capital Order”), the Board required a progress report on
2013 capital expenditures to be provided with the Filing. In Order No. P.U. 35 (2003) (the “2004
Capital Order™), the Board required a 5-year capital plan to be provided with the Filing. In Order No.
P.U. 19 (2003) (the “2003 Rate Order”), the Board required that evidence relating to deferred charges
and a reconciliation of average rate base to invested capital be filed with capital budget applications.

These requirements are specifically addressed in the Filing in the following:

1. 2013 Capital Expenditure Status Report: this meets the requirements of the 2013
Capital Order;

2 2014 Capital Plan: this meets the requirements of the 2004 Capital Order; and

3 Rate Base: Additions, Deductions & Allowances: this meets the requirements of

the 2003 Rate Order.
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B.2 The Guidelines

In the October 2007 Capital Budget Application Guidelines (the “Guidelines™), the Board provided
certain directions on how to categorize capital expenditures. Although compliance with the Guidelines
necessarily requires the exercise of a degree of judgment, the Filing, in the Company’s view, complies
with the Guidelines while remaining reasonably consistent and comparable with past filings.

Section 2 of the 2014 Capital Plan provides a breakdown of the overall 2014 Capital Budget by
definition, classification, and materiality segmentation as described in the Guidelines. Pages ii through
ix of Schedule B to the formal application provide details of these categorizations by project.

C. Filing Details and Circulation
The Filing will be posted on the Company’s website (newfoundlandpower.com) in the next few days.

Copies of the Filing will be available for review by interested parties at the Company’s offices
throughout its service territory.

The enclosed material has been provided in binders with appropriate tabbing. For convenience,
additional materials such as Responses to Requests for Information will be provided on three-hole
punched paper.

A PDF file of the Filing will be forwarded to the Board in due course.

A copy of the Filing has been forwarded directly to Mr. Geoffrey Young, Senior Legal Counsel of
Newfoundland and Labrador Hydro and Mr. Thomas Johnson, the Consumer Advocate.

D. Concluding
We trust the foregoing and enclosed are found to be in order.
If you have any questions on the Filing, please contact us at your convenience.

Yours very truly,

Gerard M. Hayes

Senior Counsel

Enclosures
@i Geoffrey Young Thomas Johnson
Newfoundland and Labrador Hydro O’Dea Earle Law Offices
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(a) approving a 2014 Capital Budget of
$84,462.,000; and

(b) fixing and determining a 2012 rate base of
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IN THE MATTER OF the Public
Utilities Act, (the "Act™); and

IN THE MATTER OF capital expenditures
and rate base of Newfoundland Power Inc.; and

IN THE MATTER OF an application by

Newfoundland Power Inc. for an order pursuant

to Sections 41 and 78 of the Act:

(a) approving a 2014 Capital Budget of
$84,462,000; and

(b) fixing and determining a 2012 rate base of
$883,045,000

TO: The Board of Commissioners of Public Utilities (the "Board")

THE APPLICATION OF Newfoundland Power Inc. (“Newfoundland Power™) SAYS THAT:

l. Newfoundland Power is a corporation duly organized and existing under the laws of the
Province of Newfoundland and Labrador, is a public utility within the meaning of the
Act, and is subject to the provisions of the Electrical Power Control Act, 1994.

2. Schedule A to this Application is a summary of Newfoundland Power’s 2014 Capital
Budget in the amount of $84,462,000, which includes an estimated amount of $1,500,000
in contributions in aid of construction that the Applicant intends to demand from its
customers in 2014. All contributions to be recovered from customers shall be calculated
in a manner approved by the Board.

3. Schedule B to this Application provides detailed descriptions of the projects for which the
proposed capital expenditures included in Newfoundland Power’s 2014 Capital Budget
are required.

4. Schedule C to this Application is a list of multi-year projects that are ongoing. The 2014
Capital Budget includes forecast capital expenditures of $3,865,000 for projects that were
approved by the Board in Order No. P.U. 31 (2012).

5 The proposed expenditures as set out in Schedules A, B and C to this Application are
necessary for Newfoundland Power to continue to provide service and facilities which are
reasonably safe and adequate and are just and reasonable as required pursuant to Section
37 of the Act.

6. Schedule D to this Application shows Newfoundland Power’s actual average rate base for
2012 of $883,045,000.



8 Communication with respect to this Application should be forwarded to the attention of
Ian Kelly, Q.C. and Gerard M. Hayes, Counsel to Newfoundland Power.

8. Newfoundland Power requests that the Board make an Order:

(a) pursuant to Section 41 of the Act, approving Newfoundland Power’s purchase
and construction in 2014 of the improvements and additions to its property in
the amount of $84,462,000 as set out in Schedules A and B to the Application;
and

(b) pursuant to Section 78 of the Act, fixing and determining Newfoundland
Power’s average rate base for 2012 in the amount of $883,045,000 as set out in
Schedule D to the Application.

DATED at St. John’s, Newfoundland and Labrador, this 28" day of June, 2013.

NEWFOUNDLAND POWER INC.

;jz*/) —

lan Kelly, Q.C. and Gérard M. Hayes
Counsel to Newfoundland Power Inc.
P.O. Box 8910

55 Kenmount Road

St. John's, NL AI1B 3P6

Telephone:  (709) 737-5609
Telecopier:  (709) 737-2974



IN THE MATTER OF the Public
Utilities Act, (the "Act™); and

IN THE MATTER OF capital expenditures
and rate base of Newfoundland Power Inc.; and

IN THE MATTER OF an application by

Newfoundland Power Inc. for an order pursuant

to Sections 41 and 78 of the Act:

(a) approving a 2014 Capital Budget of
$84.462,000; and

(b)fixing and determining a 2012 rate base of
$883,045,000

AFFIDAVIT

1, Peter Alteen of St. John's in the Province of Newfoundland and Labrador, make oath and say as

follows:
L That I am Vice President, Regulation and Planning of Newfoundland Power Inc.
2. To the best of my knowledge, information and belief, all matters, facts and things set out in

this Application are true.

SWORN to before me at St, John's
in the Province of Newfoundland and

Labrador this 28" day of June, 2013:

o BoP s, N\l D~

i
Barrister / j Peter Alteen




Schedule A

2014 Capital Budget Summary NP 2014 CBA
2014 CAPITAL BUDGET SUMMARY
Asset Class Budget (000s)
1. Generation - Hydro* $ 9,010
2. Generation - Thermal 312
3. Substations 16,865
4. Transmission 5,469
5. Distribution 40,270
6. General Property 1,112
7. Transportation 2,570
8. Telecommunications 99
9. Information Systems 4,005
10. Unforeseen Allowance 750
11. General Expenses Capitalized 4,000
Total $ 84,462
' Includes $3,495,000 in expenditures approved in Order No. P.U. 31 (2012).
2 Includes $358,000 in expenditures approved in Order No. P.U. 31 (2012).
Newfoundland Power Inc. — 2014 Capital Budget Application Page 1 of 4



Schedule A
2014 Capital Budget Summary NP 2014 CBA

2014 CAPITAL PROJECTS (BY ASSET CLASS)

Capital Projects Budget (000s) Description®

1. Generation — Hydro

Facility Rehabilitation $ 1,610 2
Hydro Plant Production Increase 1,665 4
Heart’s Content Plant Refurbishment? 5,735 6
Total Generation — Hydro $ 9,010

2. Generation — Thermal
Facility Rehabilitation Thermal $ 312 10
Total Generation — Thermal $ 312

3. Substations
Substations Refurbishment and Modernization $ 6,023 13
Replacements Due to In-Service Failures 2,859 15
Additions Due to Load Growth 5,004 17
PCB Bushing Phase-out 2,733 19
Hardwoods Substation Feeder Termination 246 22
Total Substations $16,865

4. Transmission
Transmission Line Rebuild® $ 5,469 25

Total Transmission $ 5,469

Project descriptions can be found in Schedule B at the page indicated.
*Includes $3,495,000 in expenditures approved in Order No. P.U. 31 (2012).
® Includes $358,000 in expenditures approved in Order No. P.U. 31 (2012).

Newfoundland Power Inc. — 2014 Capital Budget Application Page 2 of 4



Schedule A
2014 Capital Budget Summary NP 2014 CBA

2014 CAPITAL PROJECTS (BY ASSET CLASS)

Capital Projects Budget (000s) Description®

5. Distribution

Extensions $11,689 29
Meters 2,755 31
Services 3,930 34
Street Lighting 2,480 37
Transformers 6,995 40
Reconstruction 3,787 42
Rebuild Distribution Lines 3,462 44
Relocate/Replace Distribution Lines for Third Parties 2,616 47
Trunk Feeders 1,261 49
Feeder Additions for Growth 1,102 51
Allowance for Funds Used During Construction 193 53
Total Distribution $40,270

6. General Property

Tools and Equipment $ 458 56
Additions to Real Property 379 59
Standby and Emergency Power — Gander Office 275 61
Total General Property $ 1,112

7. Transportation
Purchase Vehicles and Aerial Devices $ 2,570 64

Total Transportation $ 2,570

®  Project descriptions can be found in Schedule B at the page indicated.

Newfoundland Power Inc. — 2014 Capital Budget Application Page 3 of 4



Schedule A
2014 Capital Budget Summary NP 2014 CBA

2014 CAPITAL PROJECTS (BY ASSET CLASS)

Capital Projects Budget (000s) Description’

8. Telecommunications
Replace/Upgrade Communications Equipment $ 99 68

Total Telecommunications $ 99

9. Information Systems

Application Enhancements $ 1,372 71
System Upgrades 1,059 73
Personal Computer Infrastructure 420 75
Shared Server Infrastructure 833 78
Network Infrastructure 321 80
Total Information Systems $ 4,005

10. Unforeseen Allowance
Allowance for Unforeseen Items $ 750 83

Total Unforeseen Allowance $ 750

11. General Expenses Capitalized
General Expenses Capitalized $ 4,000 85

Total General Expenses Capitalized $ 4,000

" Project descriptions can be found in Schedule B at the page indicated.
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2014 Capital Projects NP 2014 CBA

2014 CAPITAL PROJECTS SUMMARY
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Schedule B
2014 Capital Projects NP 2014 CBA

2014 Capital Project Summary

On October 29, 2007, the Board issued Capital Budget Application Guidelines (the “Guidelines”) to
provide direction for utility capital budget applications filed pursuant to section 41 of the Public
Utilities Act.

The Guidelines provide that utilities present their annual capital budget with sufficient detail for the
Board and interested parties to understand the nature, scope and justification for individual
expenditures and the capital budget overall.

Specifically, the Guidelines require each expenditure to be defined, classified, and segmented in the
following manner:

1. Definition of the Capital Expenditure
Capital Expenditures are to be defined as clustered, pooled or other.

Clustered expenditures are those which would logically be undertaken together. Pooled
expenditures are a series of expenditures which are neither inter-dependant nor related but
which nonetheless are logically grouped together. Other expenditures are those which do not
fit the definition of clustered or pooled.

2. Classification of the Capital Expenditure
Capital Expenditures are to be classified as mandatory, normal capital or justifiable.

Mandatory capital expenditures are those a utility is obliged to carry out as the result of
legislation, Board Order, safety issues or risk to the environment. Normal capital
expenditures are those that are required based upon identified need or on a historical pattern
of repair and replacement. Justifiable capital expenditures are those which are justified upon
the positive impact the project will have on the utility’s operations.

3. Segmentation of the Capital Expenditure by Materiality

Capital expenditures are to be segmented by their materiality as follows:
e Expenditures under $200,000
e Expenditures between $200,000 and $500,000; and
e Expenditures over $500,000

This 2014 Capital Project Summary provides a summary of the planned capital expenditures
contained in Newfoundland Power’s 2014 Capital Budget Application by definition (pages iii to
V), classification (pages vi to vii), and segmentation by materiality (pages viii to ix) as required
by the Guidelines. In addition, each of the project descriptions in Schedule B indicate the
definitions, classifications and forecast costs as provided for in the Guidelines.

Newfoundland Power Inc. — 2014 Capital Budget Application Page ii



Schedule B

2014 Capital Projects NP 2014 CBA
Summary of
2014 Capital Projects by Definition
(000’s)
Clustered $9,025 Page
Distribution 1,104
Feeder Additions for Growth 507 51
Trunk Feeders 597 49
Substations 6,735
Additions Due to Load Growth 5,004 17
Substations Refurbishment & Modernization 1,485 13
Hardwoods Substation Feeder Termination 246 22
Transmission 1,186
Transmission Line Rebuild 1,186 25
Pooled $68,747 Page
Distribution 39,166
Allowance for Funds Used During Construction 193 53
Extensions 11,689 29
Feeder Additions for Growth 595 51
Meters 2,755 31
Rebuild Distribution Lines 3,462 44
Reconstruction 3,787 42
Relocate/Replace Distribution Lines for Third Parties 2,616 47
Services 3,930 34
Street Lighting 2,480 37
Transformers 6,995 40
Trunk Feeders 664 49
General Property 837
Additions to Real Property 379 59
Tools and Equipment 458 56
Generation-Hydro 7,345
Facility Rehabilitation 1,610 2
Heart’s Content Plant Refurbishment 5,735 6
Generation-Thermal 312
Facility Rehabilitation Thermal 312 10
Information Systems 4,005
Application Enhancements 1,372 71
Network Infrastructure 321 80
Personal Computer Infrastructure 420 75
Shared Server Infrastructure 833 78
System Upgrades 1,059 73
Newfoundland Power Inc. — 2014 Capital Budget Application Page iii



Schedule B

2014 Capital Projects NP 2014 CBA
Pooled (continued) Page
Substations 10,130
PCB Bushings Phase-out 2,733 19
Replacements Due to In-Service Failures 2,859 15
Substations Refurbishment & Modernization 4,538 13
Telecommunications 99
Replace/Upgrade Communications Equipment 99 68
Transmission 4,283
Transmission Line Rebuild 4,283 25
Transportation 2,570
Purchase Vehicles and Aerial Devices 2,570 64
Other $6,690 Page
Unforeseen Allowance 750
Allowance for Unforeseen Items 750 83
General Expenses Capitalized 4,000
General Expenses Capitalized 4,000 85
General Property 275
Standby and Emergency Power — Gander Office 275 61
Generation-Hydro 1,665
Hydro Plant Production Increase 1,665 4

Project Clustering

Clustered expenditures are those which would logically be undertaken together. Clustered
expenditures are either inter-dependent or related. Inter-dependent items are necessarily linked
together as one item necessarily triggers the other. Related items are not necessarily linked to

each other, but are nonetheless logically undertaken together.

In 2014 the following projects are clustered:

1. The portion of the Trunk Feeders Distribution project involving the relocation of
distribution plant in St. John’s is clustered with the Transmission Line Rebuild project.
Transmission lines 12L and 13L in St. John’s share support structures with distribution
lines. The replacement of the transmission line support structures necessitates the
relocation and rebuilding of the distribution plant that shares those support structures.

These items are inter-dependent, and are therefore clustered.

2. The portion of the Substations Refurbishment and Modernization Substations project
related to Bay Roberts Substation is clustered with the Additions Due to Load Growth
Substations project. In the 2013 Capital Plan, the refurbishment of Bay Roberts
Substation was scheduled for 2015. In 2014, an additional transformer will be added to
Bay Roberts Substation to accommodate customer load growth. Completing both
projects in the same year will minimize the customer service interruptions associated with

Newfoundland Power Inc. — 2014 Capital Budget Application
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Schedule B
2014 Capital Projects NP 2014 CBA

installing a portable substation and improve productivity by combining project planning
and execution for both projects. These projects are related, and are therefore clustered.

3. The Feeder Additions for Growth Distribution project is clustered with the Additions Due
to Load Growth and Hardwoods Substation Feeder Termination Substations projects. In
2014, the existing 25 MVA 66/25 kV transformer at Hardwoods Substation will be
replaced with a 50 MVA unit to accommodate customer load growth. The termination of
a new feeder at Hardwoods Substation and the construction of the new feeder are
necessary to service the growth in customer load. These items are inter-dependent, and
are therefore clustered.

4. The Feeder Additions for Growth Distribution project is clustered with the Additions Due
to Load Growth Substations project. In 2014, the existing 4 MVA 66/12.5 kV
transformer at Marble Mountain Substation will be replaced with an existing 6.7 MVA
unit to accommodate customer load growth. The extension of MMT-01 feeder to transfer
load from Pasadena Substation is necessary to service the growth in customer load.

These items are inter-dependent, and are therefore clustered.

Newfoundland Power Inc. — 2014 Capital Budget Application Page v



Schedule B

2014 Capital Projects NP 2014 CBA
Summary of
2014 Capital Projects by Classification
(000°s)
Normal Capital $78,692 Page
Unforeseen Allowance 750
Allowance for Unforeseen Items 750 83
Distribution 40,270
Allowance for Funds Used During Construction 193 53
Extensions 11,689 29
Feeder Additions for Growth 1,102 51
Meters 2,755 31
Rebuild Distribution Lines 3,462 44
Reconstruction 3,787 42
Relocate/Replace Distribution Lines for 3rd Parties 2,616 47
Services 3,930 34
Street Lighting 2,480 37
Trunk Feeders 1,261 49
Transformers 6,995 40
General Expenses Capitalized 4,000
General Expenses Capitalized 4,000 85
General Property 1,112
Additions to Real Property 379 59
Tools and Equipment 458 56
Standby and Emergency Power — Gander Office 275 61
Generation-Hydro 7,345
Facility Rehabilitation 1,610 2
Heart’s Content Plant Refurbishment 5,735 6
Generation-Thermal 312
Facility Rehabilitation Thermal 312 10
Information Systems 2,633
Network Infrastructure 321 80
Personal Computer Infrastructure 420 75
Shared Server Infrastructure 833 78
System Upgrades 1,059 73
Substations 14,132
Additions Due to Load Growth 5,004 17
Replacements Due to In-Service Failures 2,859 15
Substations Refurbishment & Modernization 6,023 13
Hardwoods Substation Feeder Termination 246 22
Telecommunications 99
Replace/Upgrade Communications Equipment 99 68
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2014 Capital Projects NP 2014 CBA
Normal Capital (continued) Page
Transmission 5,469
Transmission Line Rebuild 5,469 25
Transportation 2,570
Purchase Vehicles and Aerial Devices 2,570 64
Justifiable $3,037 Page
Generation-Hydro 1,665
Hydro Plant Production Increase 1,665 4
Information Systems 1,372
Application Enhancements 1,372 71
Mandatory $2,733 Page
Substations 2,733
PCB Bushings Phase-out 2,733 19

Newfoundland Power Inc. — 2014 Capital Budget Application
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Schedule B

2014 Capital Projects NP 2014 CBA
Summary of
2014 Capital Projects by Materiality
(000°s)
Large — Greater than $500 $81,759 Page
Unforeseen Allowance 750
Allowance for Unforeseen Items 750 83
Distribution 40,077
Extensions 11,689 29
Feeder Additions for Growth 1,102 51
Meters 2,755 31
Rebuild Distribution Lines 3,462 44
Reconstruction 3,787 42
Relocate/Replace Distribution Lines for 3rd Parties 2,616 47
Services 3,930 34
Street Lighting 2,480 37
Transformers 6,995 40
Trunk Feeders 1,261 49
General Expenses Capitalized 4,000
General Expenses Capitalized 4,000 85
Generation-Hydro 9,010
Facility Rehabilitation 1,610 2
Hydro Plant Production Increase 1,665 4
Heart’s Content Plant Refurbishment 5,735 6
Information Systems 3,264
Application Enhancements 1,372 71
Shared Server Infrastructure 833 78
System Upgrades 1,059 73
Substations 16,619
Additions Due to Load Growth 5,004 17
Replacements Due to In-Service Failures 2,859 15
Substations Refurbishment & Modernization 6,023 13
PCB Bushings Phase-out 2,733 19
Transmission 5,469
Transmission Line Rebuild 5,469 25
Transportation 2,570
Purchase Vehicles and Aerial Devices 2,570 64

Newfoundland Power Inc. — 2014 Capital Budget Application Page viii



Schedule B

2014 Capital Projects NP 2014 CBA
Medium - Between $200 and $500 2,411 Page
General Property 1,112
Additions to Real Property 379 59
Tools and Equipment 458 56
Standby and Emergency Power — Gander Office 275 61
Generation-Thermal 312
Facility Rehabilitation Thermal 312 10
Information Systems 741
Network Infrastructure 321 80
Personal Computer Infrastructure 420 75
Substations 246
Hardwoods Substation Feeder Termination 246 22
Small — Under $200 $292 Page
Distribution 193
Allowance for Funds Used During Construction 193 53
Telecommunications 99
Replace/Upgrade Communications Equipment 99 68

Newfoundland Power Inc. — 2014 Capital Budget Application
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GENERATION - HYDRO
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Schedule B
2014 Capital Projects — Normal Capital (Identified Need) NP 2014 CBA

Project Title: Facility Rehabilitation (Pooled)

Project Cost: $1,610,000

Project Description

This Generation Hydro project is necessary to improve the efficiency and reliability of various
hydro plants or to replace plant due to in-service failures. This project involves the replacement
or rehabilitation of deteriorated plant components that have been identified through routine
inspections, operating experience and engineering studies. The project includes the following
items:

e Refurbishment of 2 intake structures;
e Refurbishment of 2 hydro dams and spillways; and
e Equipment replacements due to in-service failures.

The replacement or rehabilitation of deteriorated components at individual plants is not inter-
dependent or related. However, all budget items included in this project are similar in nature and
justification, and are therefore pooled for consideration as a single capital project.

Details on 2014 proposed expenditures are included in 1.1 2014 Facility Rehabilitation.
Justification

The Company’s 23 hydroelectric plants range in age from 14 to 113 years old. These facilities
provide relatively inexpensive energy to the Island interconnected system. Maintaining these
generating facilities reduces the need for additional, more expensive, generation.

Replacement and rehabilitation projects are identified during ongoing inspections and
maintenance activities. These projects are necessary for the continued operation of generation
facilities in a safe, reliable and environmentally compliant manner.

The alternative to maintaining these generation facilities would be to retire them. The
Company’s hydro generation facilities produce a combined normal annual production of 430.5
GWh. Replacing the energy produced by these facilities by increasing production at
Newfoundland and Labrador Hydro’s Holyrood generation facility would require approximately
683,000 barrels of fuel annually. At an oil price of $105.80 per barrel, this translates into
approximately $72 million in annual fuel savings.

All expenditures on individual hydroelectric plants, such as the replacement of dam structures,
runners, or forebays, are justified on the basis of maintaining access to hydroelectric generation
at a cost that is lower than the cost of replacement energy.

Newfoundland Power Inc. — 2014 Capital Budget Application Page 2 of 85



Schedule B
2014 Capital Projects — Normal Capital (Identified Need) NP 2014 CBA

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $1,309 - - -
Labour — Internal 74 - - -
Labour — Contract - - - -
Engineering 174 - - -
Other 53 - - -
Total $1,610 $1,425 $4,470 $7,505

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $2,519" $1,301 $1,450 $1,616 $1,400

Includes protection and control system upgrades at Horse Chops plant.
The budget estimate for this project is based on engineering estimates for the individual budget
items and an assessment of historical expenditures for the remainder.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.

Newfoundland Power Inc. — 2014 Capital Budget Application Page 3 of 85



Schedule B
2014 Capital Projects — Justifiable (Identified Need) NP 2014 CBA

Project Title: Hydro Plant Production Increase (Other)

Project Cost:  $1,665,000

Project Description

In 2008, Newfoundland Power conducted a study into alternative ways to improve the efficiency
and energy production of existing hydroelectric plants.! The study reviewed 14 hydro
developments identifying 31 potential projects with levelized costs of energy ranging from 2.29¢
per kWh to 23.67¢ per kWh. This project undertakes work coming out of the 2008 study.?

In 2014, Newfoundland Power will undertake to increase the capacity of La Manche Canal in the
Tors Cove/Rocky Pond hydroelectric development. The Tors Cove/Rocky Pond hydroelectric
development is composed of two plants, Tors Cove and Rocky Pond.

The Tors Cove plant was placed into service in 1940 followed by La Manche Canal and Rocky
Pond plant in 1943. The combined normal annual energy production at both plants is
approximately 39.0 GWh or approximately 9% of the total hydroelectric production of
Newfoundland Power. Increasing the capacity of La Manche Canal will provide an additional
5.54 GWh of energy production at a cost of 2.19¢ per kWh.

Details on the proposed expenditures are included in 1.3 Hydro Production Increase — La
Manche Canal.

Justification

The Hydro Plant Production Increase project is justified on the basis of displacing higher cost
energy production with lower cost production. Increased energy production at Newfoundland
Power’s existing hydroelectric plants would displace energy produced at Hydro’s Holyrood
Thermal Generating Station.

A copy of this study was filed as Attachment A to the response to Request for Information PUB-NP-09 in the
Company’s 2010 Capital Budget Application.

At the end of 2013, 6 of these potential projects will have been completed. Another 3 projects are included in
the 2014 to 2018 Capital Plan. Included in the 31 potential projects are 9 projects involving the construction of
small hydro plants and another 13 that are not considered viable on either economic terms or because of
environmental regulations.

The avoided cost of fuel at the Holyrood Thermal Generating Station is estimated at 16.8¢ per kWh. This is
based upon a 630 kWh/barrel conversion efficiency and oil price forecast from Hydro of $105.80 per barrel for
2013 as per Newfoundland and Labrador Hydro letter regarding Rate Stabilization Plan — Fuel Price Projection
dated April 12, 2013.
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2014 Capital Projects — Justifiable (Identified Need)

Schedule B
NP 2014 CBA

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of

expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $1,380 - - -
Labour — Internal 85 - - -
Labour — Contract - - - -
Engineering 115 - - -
Other 85 - - -
Total $1,665 $1,400 $1,660 $4,725

Costing Methodology

The budget estimate for this project is based on an engineering estimate.

Future Commitments

This is not a multi-year project. Expenditures for projects in future years will be presented in
future Capital Budget Applications.

Newfoundland Power Inc. — 2014 Capital Budget Application
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Schedule B
2014 Capital Projects — Normal Capital (Identified Need) NP 2014 CBA

Project Title: Heart’s Content Plant Refurbishment (Pooled, Multi-year)

Project Cost:  $5,735,000

Project Description

This Generation Hydro project involves a major refurbishment of electrical and mechanical
systems at Heart’s Content Plant.* The components requiring replacement or refurbishment
include the plant controls, governor controls, electrical protection, power cables, station service,
battery bank, charger and switchgear. The project also includes the rewind of the generator
stator, re-insulation of the rotor and the rewind of the exciter.

Details on the proposed expenditures for the refurbishment of the electrical and mechanical
systems are included in 1.2 Heart’s Content Hydro Plant Refurbishment.

Justification

The Heart’s Content Plant, located on the Avalon Peninsula near the community of Heart’s
Content, was commissioned in 1960 with a capacity of 2.4 MW.® The normal annual production
at Heart’s Content is 8.3 GWh or 1.9% of the total hydroelectric production of Newfoundland
Power.

Engineering assessments of electrical and mechanical systems at this facility have revealed these
systems have reached the end of their useful lives and require replacement.

A present worth feasibility analysis of projected capital and operating expenditures for the
Heart’s Content Plant has determined the levelized cost of energy from the plant over the next 50
years to be 6.27¢ per kWh, which is significantly less than the cost of replacement energy at the
Holyrood Thermal Generating Station.’

The replacement of the 579 metre long penstock at Heart’s Content Plant was approved in Order No. P.U. 31
(2012) as a multi-year project. The $3,495,000 estimate for the replacement of the penstock in 2014 is included
in the $5,735,000 estimated expenditure for this year’s project.

Expenditures for the replacement of the Heart’s Content Plant penstock were included in Newfoundland
Power’s 2013 Capital Budget Application. The proposed 2014 plant refurbishment costs were identified in the
feasibility analysis contained in 1.2 Heart’s Content Hydro Plant Penstock Replacement, which was the report
filed in support of the penstock replacement.

The plant commissioned in 1960 replaced the original plant commissioned in 1918.

The avoided cost of fuel at the Holyrood Thermal Generating Station is estimated at 16.8¢ per kWh. This is
based upon a 630 kWh/barrel conversion efficiency and oil price forecast from Hydro of $105.80 per barrel for
2013 as per Newfoundland and Labrador Hydro letter regarding Rate Stabilization Plan — Fuel Price Projection
dated April 12, 2013.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $4,958 - - -
Labour — Internal 271 - - -
Labour — Contract - - - -
Engineering 249 - - -
Other 257 - - -
Total $5,735 - - $5,735

Costing Methodology
The budget for this project is based on an engineering cost estimate.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

The penstock replacement is a multi-year project, approved in Order No. P.U. 31 (2012). The
complete multi-year project expenditure is included in Schedule C. Table 2 details the complete
multi-year project expenditure for the replacement of the penstock. The penstock expenditure for
2014 is also included in Table 1 above.

Table 2
Multi-Year Projected Expenditures
(000s)

Cost Category 2013F 2014B Total
Material $25 $3,269 $3,294
Labour — Internal 25 25 50
Labour — Contract - - -
Engineering 125 103 228
Other 25 98 123
Total $200 $3,495 $3,695
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The multi-year project is proceeding on schedule, with no anticipated changes to the project
budget.

The refurbishment of electrical and mechanical systems at Heart’s Content Plant is not a multi-
year project.
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Project Title: Facility Rehabilitation Thermal (Pooled)

Project Cost:  $312,000

Project Description

This Generation Thermal project is necessary for the replacement or rehabilitation of deteriorated
thermal plant components that are identified through routine inspections, operating experience
and engineering studies.

The 2014 project consists of the refurbishment or replacement of thermal plant structures and
equipment due to damage, deterioration, corrosion and in-service failure. This equipment is
critical to the safe and reliable operation of thermal generating facilities and must be replaced in
a timely manner. Based upon historical information $211,000 is estimated to be the cost of
refurbishment or replacement of thermal plant structures in 2014.

The 2014 project also includes refurbishment of the weather-tight enclosure of the Company’s
Mobile Gas Turbine. This will involve replacing sections of deteriorated cladding along with
doors, door frames, and locks that no longer operate reliably. Based upon an engineering
estimate, the cost in 2014 is forecast to be $101,000.

The replacement or rehabilitation of deteriorated components at individual plants is not inter-
dependent or related. However, all budget items included in this project are similar in nature and
justification, and are therefore pooled for consideration as a single capital project.

Justification

The Company maintains 41.5 MW of thermal generation consisting of gas turbine and diesel
units. These units are generally used to provide emergency generation, both locally and for the
Island interconnected system, and to facilitate scheduled maintenance. Replacement and
rehabilitation projects are identified during ongoing inspections and maintenance activities.
These projects are necessary for the continued operation of thermal generation facilities in a safe,
reliable and environmentally compliant manner.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $200 - - -
Labour — Internal 45 - - -
Labour — Contract - - - -
Engineering 45 - - -
Other 22 - - -
Total $312 $216 $672 $1,200

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $202 $196 $252 $117 $284

The budget requirement for rehabilitation of thermal generating facilities is based on a historical
average, and is adjusted for anticipated expenditure requirements for extraordinary items.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Substations Refurbishment and Modernization (Clustered)

Project Cost: $6,023,000

Project Description

This Substations project is a continuation of work started in 2007 as a result of the Substation
Strategic Plan. The work included in this project is consistent with that plan. An update to the
Substation Strategic Plan is included in 2.1 2014 Substation Refurbishment and Modernization.

The Company has 130 substations ranging in age from 11 years to greater than 100 years. This
project is necessary for the planned replacement of deteriorated and substandard substation
infrastructure, such as bus structures, breakers, potential transformers, protective relaying and
support structures, equipment foundations, switches and fencing. Infrastructure to be replaced is
identified as a result of inspections, engineering assessments and operating experience.

In 2014, this project will refurbish and modernize the following substations:
o Bay Roberts Substation®

Carbonear Substation

Holyrood Substation

Massey Drive Substation

Springdale Substation

The individual requirements for the replacement of substation infrastructure are not inter-
dependent. However, they are similar in nature and justification. The expenditures are therefore
pooled for consideration as a single capital project.

Justification

This project is justified based on the need to maintain safe, reliable electrical service and ensure
workplace safety by replacing deteriorated or substandard substation infrastructure.

8 The Bay Roberts Substation refurbishment and modernization is clustered with the installation of a new

substation transformer required at Bay Roberts which is included in the Additions Due To Load Growth project.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018. Appendix A of 2.1 2014 Substation Refurbishment and
Modernization details the work planned for each year.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $4,614 - - -
Labour — Internal 164 - - -
Labour — Contract - - - -
Engineering 1,067 - - -
Other 178 - - -
Total $6,023 $4,844 $19,049 $29,916

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $4,153 $4,101 $2,208 $2,279 $4,452

The budget for this project is based on engineering estimates for the cost of individual budget
items.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: ~ Replacements Due to In-Service Failures (Pooled)

Project Cost:  $2,859,000

Project Description

This Substations project is necessary to replace substation equipment that has been retired due to
storm damage, lightning strikes, vandalism, electrical or mechanical failure, corrosion damage,
technical obsolescence and failure during maintenance testing. Substation equipment that fails
in-service requires immediate attention as it is essential to the integrity and reliability of the
electrical supply to customers.

The individual requirements for substation equipment are not inter-dependent. However, they
are similar in nature and justification. The expenditures are therefore pooled for consideration as
a single capital project.

Justification

This project is justified based on the need to maintain safe, reliable electrical service and ensure
workplace safety by replacing deteriorated or substandard substation plant and equipment.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $1,885 - - -
Labour — Internal 609 - - -
Labour — Contract - - - -
Engineering 277 - - -
Other 88 - - -
Total $2,859 $2,941 $9,242 $15,042
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Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $2,329 $2,388 $2,689 $3,327 $2,685

The Company has 130 substations. The major equipment items comprising a substation include
substation transformers, circuit breakers, reclosers, voltage regulators, potential transformers and
battery banks. In total, Newfoundland Power has approximately 190 substation transformers,
400 circuit breakers, 200 reclosers, 360 voltage regulators, 220 potential transformers, 115
battery banks and 2,500 high voltage switches in service.

The need to replace equipment is determined on the basis of tests, inspections, in-service and
imminent failures and operational history of the equipment. An adequate pool of spare
equipment is necessary to enable the Company to quickly respond to in-service failure. The size
of the pool is based on past experience and engineering judgement, as well as a consideration of
the impact the loss of a particular apparatus would have on the electrical system.

The budget for this project is based on engineering cost estimates and an assessment of historical
expenditures.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Additions Due To Load Growth (Clustered)

Project Cost: $5,004,000

Project Description
This Substations project includes:

1. The replacement of the existing 66/25 kV 25 MVA substation transformer with a new
66/25 kV 50 MVA substation transformer to accommodate load growth in the Paradise
area. This area includes customers served from Hardwoods (HWD), Chamberlains
(CHA) and Kenmount (KEN) substations. This item is clustered with the HWD-09 item
in the Feeder Additions for Growth Distribution project and the Hardwoods Substation
Feeder Termination Substations project. ($2,399,000)

2. The installation of a new 66/12.5 kV 25 MVA substation transformer at Bay Roberts
Substation to accommodate load growth in the Conception Bay North area. This area
includes customers served from Bay Roberts (BRB) and Springfield (SPF) substations.
This item is clustered with the Bay Roberts Substation item in the Substations
Refurbishment and Modernization Substations project. ($2,320,000)

3. The installation of an existing 66/12.5 kV 6.7 MV A substation transformer at Marble
Mountain Substation to accommodate load growth in the Humber Valley area. This area
includes customers served from Marble Mountain (MMT) and Pasadena (PAS)
substations. ($285,000)

Details on the proposed expenditures are contained in 2.2 2014 Additions Due to Load Growth.

The individual requirements for additions to substations due to load growth included in this
project are not inter-dependent. However, they are similar in nature and justification. The
expenditures are therefore pooled for consideration as a single capital project.

Justification

A 20-year load forecast has projected electrical demand for the Paradise, Conception Bay North
and Humber Valley areas. The development and analysis of alternatives has established a
recommended expansion plan to meet that demand.

The least cost alternative that meets all of the technical criteria requires the installation of a new
50 MVA substation transformer at Hardwoods Substation to replace the existing 25 MVA
substation transformer, a new 25 MVA substation transformers at Bay Roberts Substation and
relocation of an existing 6.7 MVA substation transformer to Marble Mountain Substation.
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The project is justified on the basis of accommodating customer load growth. The proper sizing
of equipment is necessary to avoid overloading equipment and to maintain safe, reliable
electrical service.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $4,484 - - -
Labour — Internal 113 - - -
Labour — Contract - - - -
Engineering 327 - - -
Other 80 - - -
Total $5,004 $12,087 $11,908 $28,999

Costing Methodology

The budget estimate for this project is based on engineering estimates of the cost of individual
budget items.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: PCB Bushing Phase-out (Pooled)

Project Cost:  $2,733,000

Project Description

This Substations project is proposed to facilitate the identification and phase-out of
polychlorinated biphenyls (“PCB”) from bushings and instrument transformers with
concentrations of greater than 500 parts-per-million (“ppm”).

In September 2008, regulations made under the Environment Protection Act (Canada) were
amended by the Government of Canada. The new PCB Regulations have effectively accelerated
the schedule that Canadian utilities previously were operating under in addressing the phase-out
of PCBs contained in substation equipment.

Expenditures related to this ongoing program apply to the Company’s substation transformer
bushings and bulk oil circuit breaker bushings. Details on the PCB Bushing Phase-out project
were included in the 2011 Capital Budget Application in 2.3 2011 PCB Removal Strategy, and in
the 2012 Capital Budget Application in 2.3 2012 PCB Removal Strategy.

By the end of 2013, the bushings on all 167 substation transformers will have been tested.” By
the end of 2013, bushings on 47 substation transformers will have been replaced; and in 2014,
bushings will be replaced on 21 additional transformers. Table 1 summarizes the results of the
testing completed and scheduled.

Table 1

Substation transformer Bushing Testing
& Replacement Schedule

Year Tested / To Be Replaced / To Be
Tested Replaced

2010 & Prior 23 2

2011 52 3

2012 53 13

2013 39 29

2014F 0 21

Total 167 68

The remediation strategy for substation transformer bushings is to replace bushings that (1) test at 500 ppm or
more or (2) that cannot be tested. To minimize costs and customer outages, in situations where one or more of a
transformer’s bushings test at 500 ppm or more, all bushings that test at 50 ppm or more will be replaced at the
same time.
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By the end of 2013, bushings on all 185 bulk oil circuit breakers will have been tested."® There
are no oil circuit breaker bushings to be tested in 2014. By the end of 2013 there will be 27
breakers replaced and in 2014 only one breaker remains to be replaced under this program.
Table 2 summarizes the results of the testing completed and scheduled.

Table 2

Bulk Qil Circuit Breaker Bushing Testing
& Replacement Schedule

Year Tested / To Be Replaced / To Be
Tested Replaced

2010 & Prior 27 2

2011 90 5

2012 66 4

2013 2 16

2014F 0 1

Total 185 28

Actual failure rates for transformer and breaker bushings tested under the program have been
slightly less than forecast. However there were more bushings classified as failures than forecast
due to the inability to obtain oil samples for testing.'* This has resulted in a higher number of
both transformer bushings and breakers being replaced. Even though the number of
replacements has been higher than forecast, there has been lower project expenditures than
originally forecast due to lower than forecast costs incurred during projection execution.*?

By the end of 2013, PCB testing will be completed on the Company’s potential and current
transformers, metering tanks, and station service transformers. All required replacements of
units with PCB concentrations of 500 ppm or more will be completed before the end of 2014.%2

The Company estimates that, in 2014, there will be approximately 480,000 customer-minutes of
outage required to complete the testing and replacement of equipment.

% Whenever the bushings on a bulk oil circuit breaker test at 500 ppm or more, the complete breaker will be

replaced.

Oil samples could not be obtained from bushings that did not have a test port or where the test port was seized
due to years of inactivity.

The 2011 Capital Budget Application estimated expenditure over the period from 2011 to 2014 at $14.5 million.
Actual and forecast expenditures included in the 2014 Capital Budget Application over the period from 2011 to
2014 are estimated at approximately $8.7 million.

In 2013, the Company will test the final 30 potential and current transformers, metering tanks, and station
service transformers. The original Extension Application identified 79 items to be tested.

11

12

13
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Justification

The project is justified on the requirement to meet the new Government of Canada PCB
Regulations. Newfoundland Power has been granted an end-of-life date extension to December
31, 2014 in accordance with subsection 17(2) of the PCB Regulations.

Projected Expenditures

Table 3 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 3
Projected Cost
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $2,114 - - -
Labour — Internal 193 - - -
Labour — Contract - - - -
Engineering 363 - - -
Other 63 - - -
Total $2,733 $984 $3,205 $6,922

Costing Methodology

The budget for this project is based on engineering estimates for the cost of individual budget
items.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments
This is not a multi-year project.

Beyond the end-of-life extension date of December 31, 2014, expenditures will be required to
address the phase-out of PCBs in equipment with PCB concentrations greater than 50 ppm and
less than 500 ppm. Government regulations require equipment with PCB concentrations in that
range to be removed from service by 2025. Expenditures related to the testing and, if necessary,
removal of such equipment will be presented in future Capital Budget Applications.
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Project Title: Hardwoods Substation Feeder Termination (Clustered)

Project Cost:  $246,000

Project Description

This Substations project involves the termination of new 25 kV feeder at the Hardwoods
Substation.

This project is clustered with the Additions Due to Load Growth Substations project to replace
the existing 25 MVA transformer at the Hardwoods Substation with a new 50 MV A substation
transformer (Schedule B, page 17 of 89) and with the Feeder Additions for Growth Distribution
project to install a new 25 kV feeder (Schedule B, page 53 of 89).

Details on proposed 2014 expenditures are included in 4.2 Feeder Additions for Load Growth.
Justification

The project is justified on the basis of accommodating customer load growth and on the
obligation to provide safe, least cost reliable service. Actual peak load conditions and customer
growth indicate that this project is warranted in order to maintain the electrical system within
recommended guidelines.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $198 - - $198
Labour — Internal 5 - - 5
Labour — Contract - - - -
Engineering 39 - - 39
Other 4 - - 4
Total $246 - - $246
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Costing Methodology
The budget estimate for this project is based on engineering estimates.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Transmission Line Rebuild (Clustered, Multi-year)

Project Cost:  $5,469,000

Project Description
This Transmission project involves:

1. The rebuilding of the Company’s oldest, most deteriorated transmission lines in
accordance with the program outlined in the report 3.1 Transmission Line Rebuild
Strategy that was filed with the 2006 Capital Budget Application.

Proposed 2014 transmission line rebuilding work will take place on transmission lines
121, 13L, 18L, 35L and 68L. Transmission line 12L operates between Kings Bridge
Substation and Memorial University Substation in St. John’s.** Transmission line 13L
operates between St. John’s Main Substation and Stamp’s Lane Substation in St. John’s.
Transmission line 18L operates between Goulds Substation and Glendale Substation in
Mount Pearl. Transmission line 35L operates between Kenmount Substation and Oxen
Pond Substation in St. John’s. Transmission line 68L operates between Carbonear

Substation and Harbour Grace Substation in Conception Bay North.

Details on the proposed 2014 rebuilds are included in 3.1 2014 Transmission Line
Rebuild ($3,170,000).

2. The replacement of poles, crossarms, conductors, insulators and hardware due to
deficiencies identified during inspections and engineering reviews, or due to in-service
and imminent failures ($2,299,000).

Transmission line rebuilds and replacements to address identified deficiencies are similar in
nature and justification. The expenditures are therefore pooled for consideration as a single
capital project.

Justification
Approximately 30% of the Company’s 103 transmission lines are in excess of 40 years of age.
Many of these lines are experiencing pole, crossarm, conductor, insulator and hardware

deterioration. Replacement is required to maintain the strength and integrity of these lines.

This project is justified based on the need to replace deteriorated infrastructure in order to ensure
the continued provision of safe, reliable electrical service.

Y The rebuild of transmission line 12L was approved as a multi-year project in Order No. P.U. 31 (2012).
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018. Appendix A of 3.1 2014 Transmission Line Rebuild details the
transmission line rebuilds planned for each year.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $1,610 - - -
Labour — Internal 551 - - -
Labour — Contract 2,494 - - -
Engineering 378 - - -
Other 436 - - -
Total $5,469 $5,363 $21,669 $32,501

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.
Annual expenditures are a function of the number of lines rebuilt, the distance covered and the
construction standard used in the design.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $4,520 $6,409" $3,732 $4,694 $5,371

! Includes actual expenditures of $3,161,000 approved in Order No. P.U. No. 17 (2010) for work associated with
the March 2010 ice storm, and $109,000 approved in Order No. P.U. 35 (2010) for work associated with
Hurricane Igor.

The budget estimates for rebuilding and upgrade projects are based on engineering cost
estimates. The budget estimates for replacements projects are based on an assessment of
historical expenditures.
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To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

The rebuilding of transmission line 12L is a multi-year project.® In 2013, approximately 1.2
kilometres of aerial single-pole transmission line will be rebuilt; in 2014, approximately 1

kilometre of aerial single-pole transmission line will be rebuilt. Table 3 details the complete
multi-year project expenditure for the transmission line 12L multi-year project.

Table 3
Multi-Year Projected Expenditures
(000s)

Cost Category 2013F 2014B Total
Material $101 $97 $198
Labour — Internal 114 87 201
Labour — Contract 80 98 178
Engineering 51 56 107
Other 34 32 66
Total $380 $370 $750

The project is proceeding on schedule, with a modest increase in the project’s 2014 budget of

$12,000 over the original estimate.

15

The rebuild of transmission line 12L was approved as a multi-year project in Order No. P.U. 31 (2012).
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Project Title: Extensions (Pooled)

Project Cost:  $11,689,000

Project Description

This Distribution project involves the construction of both primary and secondary distribution
lines to connect new customers to the electrical distribution system. The project also includes
upgrades to the capacity of existing lines to accommodate customers who increase their electrical
load. The project includes labour, materials, and other costs to install poles, wires and related
hardware.

Distribution line extensions and upgrades for new customers and for increased loads are similar
in nature and justification. The expenditures are therefore pooled for consideration as a single
capital project.

Justification

This project is justified based on the need to address customers’ new or additional service
requirements.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $3,648 - - -
Labour — Internal 3,438 - - -
Labour — Contract 2,752 - - -
Engineering 1,475 - - -
Other 376 - - -
Total $11,689 $11,829 $36,210 $59,728
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Costing Methodology

Table 2 shows the annual expenditures and unit costs for this project for the most recent five-
year period, as well as a projected unit cost for 2014.

Table 2
Expenditure History and Unit Cost Projection
Year 2009 2010 2011 2012 2013F 2014B
Total (000s) $12,892 | $14,616 | $11,420 | $11,321 | $12,376 | $ 11,689
Adjusted Costs (000s)*? | $12,679 | $14,123 | $12,173 | $ 11,667 - -
New Customers 5,051 5,300 4,909 5,286 5,070 4,685
Unit Costs ($/customer)® | $ 2,510 | $ 2,665 | $ 2,480 | $ 2,207 | $ 2,441 | $ 2,495

1

support structures to Bell Aliant.

2 2013 Dollars.

An adjustment has been made to the expenditure history to recognize the impact of the sale of 40% of joint use

The project cost for the connection of new customers is calculated on the basis of historical
data.’® Historical annual expenditures over the most recent five-year period, including the
current year, are expressed in current-year dollars (“Adjusted Costs”). The Adjusted Costs are
divided by the number of new customers in each year to derive the annual extension cost per
customer in current-year dollars (“Unit Costs”). The average of these Unit Costs, with unusually
high and low data excluded, is inflated by the GDP Deflator for Canada before being multiplied
by the forecast number of new customers for the budget year to determine the budget estimate.
The forecast number of new customers is derived from economic projections provided by

independent agencies.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.

16

support structures to Bell Aliant.

An adjustment has been made to the expenditure history to recognize the impact of the sale of 40% of joint use
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Project Title: Meters (Pooled)

Project Cost:  $2,755,000

Project Description

This Distribution project includes the purchase and installation of meters for new customers and
replacement meters for existing customers. Table 1 lists the meter requirement for 2014.

Table 1
2014 Proposed Meter Acquisition
Program Number of Meters
Energy Only Domestic Meters 24,835
Other Energy Only and Demand Meters 3,277

The expenditures for individual meters are not interdependent. However, because the individual
expenditure items are similar in nature and justification, they have been pooled for consideration
as a single capital project.

The 2013 Capital Budget Application included the report 4.3 2013 Metering Strategy. The main
focus of the 2013 Metering Strategy was to:

e Continue with the objectives outlined in the 2006 Metering Strategy with respect to
accuracy & timeliness, cost management, worker safety and ratemaking,

e Implement a transition strategy to comply with changes to Measurement Canada
regulations,

e Proceed with purchasing only AMR meters for meter replacements and new installations;
and

e Maintain focus on route optimization in order to achieve productivity improvements and
reduced costs through use of AMR meters.

Proposed expenditures under this Distribution project are consistent with the 2013 Metering
Strategy.

Justification

The purchase of new meters is necessary to accommodate customer growth and to replace
deteriorated meters. Revenue metering of electrical service is regulated under the Electricity and
Gas Inspection Act (Canada). The additional cost associated with expenditures on AMR meters
is justified by both safety and economics.
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Projected Expenditures

Table 2 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 2
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $2,425 - - -
Labour — Internal 275 - - -
Labour — Contract 55 - - -
Engineering - - - -
Other - - - -
Total $2,755 $2,745 $7,393 $12,893

Costing Methodology

Table 3 shows the annual expenditures for the most recent five-year period, as well as a
projection for 2014.

Table 3
Expenditure History and Unit Cost Projection
Year 2009 2010 2011 2012 2013F Avg 2014B

Meter Requirements

New Connections 5,051 5,300 4,909 5,286 5,070 4,685

GROs/CSOs 14,188 10,284 13,671 15,257 20,255 19,271

Other 1,097 7,494 8,366 7,130 4,156 4,156

Total 20,336 | 23,078 26,946 27,630 29,841 28,112
Meter Costs

Actual (000s) $1,962 | $1,872 $1,763 $2,557 $2,889 $2,755

Adjusted1 (000s) $2,124 | $2,019 $1,851 $2,599 $2,889
Unit Costs® $ 104 | $ 8 | $ 955 | $ 94%| $ 98 |$ 96 $ 98

! 2013 dollars.
2 Adjusted to exclude meters in inventory.
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The project cost for meters is calculated on the basis of historical data. Historical annual
expenditures over the most recent five-year period, including the current year, are expressed in
current year dollars (“Adjusted Meter Costs”). The Adjusted Meter Costs are divided by the
total meter requirements in each year to derive the annual meter cost in current-year dollars
(“Unit Costs”). The average of the Unit Costs, with unusually high and low data excluded, is
inflated by the GDP Deflator for Canada before being multiplied by forecast meter installations.
The expected number of meter installations is based on projected new customer connections,
projected requirements to meet Industry Canada regulations and other requirements based on
historical trends.

The quantity of meters for new customers is based on the Company’s forecast growth in the
number of customers the Company serves. The quantity for replacement purposes is based on
historic data and the transition strategy outlined in the 2013 Metering Strategy to comply with
changes to compliance sampling regulations for electricity meters. Sampling and replacement
requirements are governed by Compliance Sampling Orders (“CSOs”) and Government Retest
Orders (“GROs”) issued in accordance with regulations under the Electricity and Gas Inspection
Act (Canada).

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Services (Pooled)

Project Cost:  $3,930,000

Project Description

This Distribution project involves the installation of service wires to connect new customers to
the electrical distribution system. Service wires are low voltage wires that connect the
customer’s electrical service equipment to the Company’s transformers. Also included in this
project is the replacement of existing service wires due to deterioration, failure or damage, as
well as the installation of larger service wires to accommodate customers’ additional load.

The proposed expenditures for new and replacement services are similar in nature. The
expenditures are therefore pooled for consideration as a single capital project.

Justification

The new component of this project is justified based on the need to address customers’ new
service requirements. The replacement component is justified on the basis of the obligation to
provide safe, reliable electrical service.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $1,067 - - -
Labour — Internal 2,273 - - -
Labour — Contract 199 - - -
Engineering 343 - - -
Other 48 - - -
Total $3,930 $4,166 $12,850 $20,946
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Costing Methodology

Table 2 shows the annual expenditures and unit costs for new services for the most recent five-
year period, as well as a projected unit cost for 2014.

Table 2

New Services

Expenditure History and Unit Cost Projection

Year 2009 2010 2011 2012 | 2013F | 2014B
Total (000s) $2,828 | $3,255 | $3,887 | $3,351 | $3,323 | $3,091
Adijusted Costs (000s)* $3,169 | $3,573% | $4,147 | $3,456 | $3,053 -
New Customers 5051 | 5,300 | 4,909 5286 | 5,070 4,685
Unit Costs ($/customer)’ | $ 627 | $ 674 | $ 845 | $ 654 | $ 655 | $ 660

1 2013 dollars.
2 Excludes cost associated with Hurricane Igor related damage in September 2010.

The project cost for the connection of new customers is calculated on the basis of historical data.
For new services, historical annual expenditures over the most recent five-year period, including
the current year, are converted to current-year dollars (“Adjusted Costs”). The Adjusted Costs
are divided by the number of new customers in each year to derive the annual services cost per
customer in current-year dollars (“Unit Costs”). The average of the Unit Costs, with unusually
high and low data excluded, is inflated by the GDP Deflator for Canada before being multiplied
by the forecast number of new customers for the budget year to determine the budget estimate.
The forecast number of new customers is derived from economic projections provided by
independent agencies.

Table 3 shows the annual expenditures for replacement services for the most recent five-year
period, as well as a projected cost for 2014.

Table 3

Expenditure History and Average Cost Projection
Replacement Services

(000s)
Year 2009 2010 2011 2012 2013F 2014B
Total $410 $1,083 $795 $1,157 $652 $839
Adjusted Costs’ $459 $ 903* | $848 $1,193 $652
1 2013 dollars.
2 Excludes costs associated with Hurricane Igor related damage in September 2010.
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The process of estimating the budget requirement for replacement services is similar to that for
new services, except the budget estimate is based on the historical average of the total cost of
replacement services, as opposed to a unit cost.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Street Lighting (Pooled)

Project Cost:  $2,480,000

Project Description

This Distribution project involves the installation of new street lighting fixtures, the replacement
of existing fixtures, and the provision of associated overhead and underground wiring. A street

light fixture includes the light head complete with bulb, photocell and starter as well as the pole

mounting bracket and other hardware. The project is driven by customer requests and historical

levels of lighting fixtures requiring replacement.

The proposed expenditures for new and replacement street lights are similar in nature. The
expenditures are therefore pooled for consideration as a single capital project.

Justification

The new component of this project is justified based on the need to address customers’ new street
light requirements. The replacement component is justified on the basis of the obligation to
provide safe, reliable electrical service.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $1,253 - - -
Labour — Internal 824 - - -
Labour — Contract 344 - - -
Engineering 35 - - -
Other 24 - - -
Total $2,480 $2,591 $7,733 $12,804
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Costing Methodology

Table 2 shows the annual expenditures and unit costs for new street lights for the most recent
five-year period, as well as a projected unit cost for 2014.

Table 2

Expenditure History and Unit Cost Projection
New Street Lights

Year 2009 2010 2011 2012 2013F 2014B
Total (000s) $1,805 | $1,781 | $1461 | $1,588 | $1,612 | $1,491
Adjusted Costs (000s)* $1,992 | $1,940 | $1,548 | $1,627

New Customers 5,051 5,300 4,909 5,286 5,070 4,685
Unit Costs ($/cust.)* $ 394 $ 366 $ 315 $ 308 $ 318 $ 318

1 2013 dollars.

The project cost for the connection of new customers is calculated on the basis of historical data.
For new street lights, historical annual expenditures over the most recent five-year period,
including the current year, are expressed in current-year dollars (“Adjusted Costs”). The
Adjusted Costs are divided by the number of new customers in each year to derive the annual
street light cost per customer in current-year dollars (“Unit Costs”). The average of the Unit
Costs, with unusually high and low data excluded, is inflated by the GDP Deflator for Canada
before being multiplied by the forecast number of new customers for the budget year to
determine the budget estimate. The forecast number of new customers is derived from economic
projections provided by independent agencies.

Table 3 shows the annual expenditures and unit costs for replacement street lights for the most
recent five-year period, as well as a projected cost for 2014.

Table 3

Expenditure History and Average Cost Projection
Replacement Street Lights

(000s)
Year 2009 2010 2011 2012 2013F | 2014B
Total $683 $797 $750 $776 $785 $989°
Adjusted Costs’ $752 $868 $795 $796 $785
! 2013 dollars.

Additional replacement of temporary overhead street light service wires with permanent underground wiring.
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The process of estimating the budget requirement for replacement street lights is similar to that
for new street lights, except the budget estimate is based on the historical average of the total cost
of replacement street lights, as opposed to a unit cost. The estimate is based on historical annual
expenditures for the replacement of damaged, deteriorated or failed street lights.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Transformers (Pooled)

Project Cost:  $6,995,000

Project Description

This Distribution project includes the cost of purchasing transformers to serve customer growth,
and the replacement or refurbishment of units that have deteriorated or failed.

Transformer requirements are similar in nature and justification. The expenditures are therefore
pooled for consideration as a single capital project.

Justification

This project is justified on the basis of the obligation to meet customers’ electrical service
requirements and the need to replace defective or worn out electrical equipment in order to
maintain a safe, reliable electrical system.

Projected Expenditures

Table 1 provides the breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $6,995 - - -
Labour — Internal - - - -
Labour — Contract - - - -
Engineering - - - -
Other - - - -
Total $6,995 $7,167 $22,426 $36,588
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Costing Methodology

Table 2 shows the annual expenditures for the most recent five-year period, as well as an

estimate for 2014.

Table 2
Expenditure History and Budget Estimate
(000s)
Year 2009 2010 2011 2012 2013F 2014B
Total $6,909 $6,588 $7,196 $6,565 $7,983 $6,995°
Adjusted Costs™ | $7,425 $7,080 $7,530 $6,650
L 2013 Dollars.

2 2014 budget adjusted to reflect reduced replacement transformer requirement and inventory levels.

The process of estimating the budget requirement for transformers is based on a historical
average. Historical annual expenditures related to distribution transformers over the most recent
five-year period, including the current year, are expressed in current-year dollars (“Adjusted
Costs™). The estimate for the budget year is calculated by taking the average of the Adjusted
Costs and inflating it using the GDP Deflator for Canada.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Reconstruction (Pooled)

Project Cost: $3,787,000

Project Description

This Distribution project involves the replacement of deteriorated or damaged distribution
structures and electrical equipment. This project comprises smaller unplanned projects that are
identified during the budget year or recognized during follow-up on operational problems,
including power interruptions and customer trouble calls. This project consists of high priority
projects that cannot wait to the next budget year.

Distribution Reconstruction requirements are similar in nature and justification. The
expenditures are therefore pooled for consideration as a single capital project.

This project differs from the Rebuild Distribution Lines project, which involves rebuilding
sections of lines or the selective replacement of various line components based on preventive
maintenance inspections or engineering reviews.

Justification

This project is justified on the basis of the need to replace defective or deteriorated electrical
equipment in order to maintain a safe, reliable electrical system.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $896 - - -
Labour — Internal 1,525 - - -
Labour — Contract 855 - - -
Engineering 383 - - -
Other 128 - - -
Total $3,787 $3,917 $12,385 $20,089
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Costing Methodology

Table 2 shows the annual expenditures and costs in current dollars for the most recent five-year
period, as well as the projected expenditure for 2014.

Table 2
Expenditure History and Budget Estimate
(000s)
Year 2009 2010 2011 2012 2013F 2014B
Total $4,123 | $5,202° | $3,967 $3,463 | $3,499 | $3,787
Adjusted Costs $4,129 | $2,894° | $4,228 | $3,5569 | $3,499
L 2013 dollars.

Includes actual expenditures of $996,000 approved under P.U. No. 17 (2010) for work associated with the
March 2010 ice storm and $1,167,000 approved under P.U. 35 (2010) for work associated with Hurricane Igor.
These expenditures are excluded from Adjusted Cost.

The adjusted cost excludes costs associated with the March 2010 ice storm and Hurricane Igor referred to in
Note 2.

The process of estimating the budget requirement for Reconstruction is based on a historical
average.”” Historical annual expenditures related to unplanned repairs to distribution feeders
over the most recent five-year period, including the current year, are expressed in current-year
dollars (“Adjusted Costs™). The estimate for the budget year is calculated by taking the average
of the Adjusted Costs and inflating it using the GDP Deflator for Canada.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.

7 An adjustment has been made to the expenditure history to recognize the impact of the sale of 40% of joint use

support structures to Bell Aliant.
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Project Title: Rebuild Distribution Lines (Pooled)

Project Cost: $3,462,000

Project Description

This Distribution project involves the replacement of deteriorated distribution structures and
electrical equipment that have been previously identified through the ongoing preventative
maintenance program or engineering reviews.

Distribution rebuild projects are preventative capital maintenance projects which consist of either
the complete rebuilding of deteriorated distribution lines, or the selective replacement of various
line components based on preventative maintenance reviews of the power line or engineering
reviews. These typically include the replacement of poles, crossarms, conductor, cutouts,
surge/lightning arrestors, insulators and transformers.

Based on a 7-year inspection cycle for distribution feeders, the work for 2014 will be performed
on the following 43 of the Company’s 305 feeders:

CAR-01 LOK-01 TRP-02 KBR-01 PEP-03 GAM-02
COL-01 MKS-01 WAV-01 KBR-03 PEP-04 ROB-02
DUN-01 MSY-01 WAV-02 KBR-07 RRD-09 STG-02
DUN-02 NWB-02 GOU-01 KBR-08 BHD-01 TWG-01
HCT-01 RVH-01 GOU-02 KBR-12 BOT-01 BVS-01
HGR-03 SPO-03 HWD-02 MOB-01 BOT-03 BVS-03
LLK-03 SUN-03 HWD-08 MOB-02 COB-02 FRN-02
BIG-01

While the various components of the project are not inter-dependent, they are similar in nature
and justification. The expenditures are therefore pooled for consideration as a single capital
project.

Justification

This project is justified on the basis of the need to replace defective or deteriorated electrical
equipment in order to maintain a safe, reliable electrical system.

The Company has over 9,300 kilometres of distribution lines in service and has an obligation to
maintain this plant in good condition to safeguard the public and its employees and to maintain
reliable electrical service. The replacement of deteriorated distribution structures and equipment
is an important element of this obligation.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $1,454 - - -
Labour — Internal 1,593 - - -
Labour — Contract 208 - - -
Engineering 35 - - -
Other 172 - - -
Total $3,462 $3,570 $11,247 $18,279

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Actual $1,608 $1,268 $2,413 $3,723 $2,997
Adjusted? $1,580 $1,230 $2,559 $3,819

1 An adjustment has been made to the expenditure history to recognize the impact of the sale of 40% of joint use
support structures to Bell Aliant. The lower 2009 and 2010 expenditures reflect higher customer-driven, third
party and storm-related work in those years.

2013 dollars.

Distribution feeders are inspected in accordance with Newfoundland Power’s distribution
inspection standards to identify the following:

a) Deficiencies that are a risk to public or employee safety, or that are likely to result in
imminent failure of a structure or hardware. This includes primary components such
as poles, crossarms and conductor;
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b) Specific line components targeted for replacement based on engineering reviews,
including lightning arrestors, CP8080 and 2-piece insulators, current limiting fuses,
automatic sleeves, porcelain cutouts and transformers.

The report 4.4 Rebuild Distribution Lines Update included with the 2013 Capital Budget
Application described the Company’s current preventative maintenance program, distribution
inspection standards and targeted replacement programs. Proposed expenditures under this
Distribution project are consistent with that report.

Inspections for the lines upon which work is to take place in 2014 are ongoing throughout 2013.
Complete inspection data will not be available until late 2013; therefore the 2014 budget estimate
is based on average historical expenditures.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Relocate/Replace Distribution Lines for Third Parties (Pooled)

Project Cost: $2,616,000

Project Description

This Distribution project is necessary to accommodate third party requests for the relocation or
replacement of distribution lines. The relocation or replacement of distribution lines results from
(1) work initiated by municipal, provincial and federal governments, (2) work initiated by other
utilities such as Bell Aliant, Eastlink and Rogers Cable, or (3) requests from customers.

The Company’s response to requests for relocation and replacement of distribution facilities by
governments and other utility service providers is governed by the provisions of agreements in
place with the requesting parties. Relocation or replacement of facilities by customers may be

governed by the Company’s policy respecting contributions in aid of construction.

While the individual requirements are not inter-dependent, they are similar in nature and
justification, and are therefore pooled for consideration as a single capital project.

Justification

This project is justified on the basis of the need to respond to legitimate requirements for plant
relocations resulting from third party activities.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $917 - - -
Labour — Internal 836 - - -
Labour — Contract 550 - - -
Engineering 267 - - -
Other 46 - - -
Total $2,616 $2,698 $8,505 $13,819
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Expenditures in recent years have been reflective of increased activity by the various
telecommunications companies. In particular, over the 2011 to 2013 period, expenditures have
increased as a result of the Bell Aliant FibreOp build out.

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $2,077 $2,363 $2,863 $2,195 2,554
Adjusted Costs’ $2,302 $2,580 $3,039 $2,253

1 2013 dollars.

The budget estimate is based on historical expenditures. Generally, these expenditures are
associated with a number of small projects that are not specifically identified at the time the
budget is prepared. Historical annual expenditures related to distribution line relocations and
replacements over the most recent five-year period, including the current year, are expressed in
current-year dollars (“Adjusted Costs”). The estimate for the budget year is calculated by taking
the average of the Adjusted Costs and inflating it using the GDP Deflator for Canada.

Estimated contributions from customers and requesting parties associated with this project are
included in the estimated contributions in aid of construction referred to in the Application.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Trunk Feeders (Clustered)

Project Cost: $1,261,000

Project Description

This Distribution project includes:

1. The relocation of distribution plant from structures shared with transmission line 12L.

Transmission line 12L is a 66 kV line running between King’s Bridge Substation on
King’s Bridge Road and Memorial University Substation. Constructed in 1950, 12L runs
alongside Empire Avenue, Rennies Mill Road, Long Pond Road and Strawberry Marsh
Road. The transmission line consists of 59 single-pole structures, all of which have
distribution lines sharing the same poles.*® The rebuild of the aerial section of
transmission line 12L is planned for completion in 2013 and 2014. The distribution lines
sharing the poles with transmission line 12L will be relocated at the same time as the
support structures are replaced on transmission line 12L. ($397,000)

. The relocation of distribution plant from structures shared with transmission line 13L.

Transmission line 13L is a 66 kV transmission line running between St. John’s Main
Substation on and Stamp’s Lane Substation. Constructed in 1962, 13L runs through
residential areas in St. John’s. The transmission line consists of 81 single-pole structures,
most of which have distribution lines sharing the same poles.'® The rebuild of the aerial
section of transmission line 13L is planned for completion in 2014. The distribution lines
sharing the poles with transmission line 13L will be relocated at the same time as the
support structures are replaced on transmission line 13L. ($200,000)

. The refurbishment and modernization of 3 vaults in the St. John’s underground

distribution system. These vaults contain high voltage equipment supplying customers
utilizing special underground arrangements. Details on the proposed expenditures are
included in 4.3 Vault Refurbishment and Modernization. ($397,000)

The replacement of manhole covers in the St. John’s underground distribution system.
Access to the manholes is governed by the confined space entry provisions in the
Occupational Health and Safety Regulations. This project involves the installation of
new manhole covers that are marked to indicate a confined space and allow for insertion
of gas detector probes without lifting the cover as required by the regulations. ($267,000)

18

19

A description of the project to refurbish transmission line 12L can be found in 3.1 2014 Transmission Line
Rebuild.
A description of the project to refurbish transmission line 13L can be found in 3.1 2014 Transmission Line
Rebuild.

Newfoundland Power Inc. — 2014 Capital Budget Application Page 49 of 85



Schedule B
2014 Capital Projects — Normal Capital (Identified Need) NP 2014 CBA

For 2014, the Trunk Feeders project is clustered with the Transmission Line Rebuild
Transmission project, since the relocation of the under-built distribution feeders is dependent
upon the completion of the transmission line rebuilds for transmission lines 12L and 13L.

Justification

The project is justified based on the obligation to provide safe, least cost reliable service.
Inspections of transmission lines 12L and 13L have identified deterioration due to decay and
vehicular damage, splits and checks in the poles, substandard crossarms and other hardware
deficiencies. Many of these components are in advanced stages of deterioration and require
replacement. As these transmission lines support distribution lines, it is necessary to relocate and
rebuilt those distribution lines when the transmission line support structures are replaced.

The refurbishment and modernization of the underground vaults and the replacement of the
manhole covers will bring this infrastructure into compliance with current standards.

Projected Expenditures

Table 1 provides the breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $503 - - -
Labour — Internal 292 - - -
Labour — Contract 156 - - -
Engineering 135 - - -
Other 175 - - -
Total $1,261 $2,511 $11,202 $14,974

Costing Methodology
The budget estimate is based on detailed engineering estimates.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Feeder Additions for Growth (Clustered)

Project Cost: $1,102,000

Project Description

This Distribution project consists of expenditures to address overload conditions and provide
additional capacity to address growth in the number of customers and volume of energy
deliveries. For 2014, the following proposed expenditures are required in the Clarenville area,
the Codroy Valley, the Town of Paradise and the Humber Valley:

1. The upgrading of conductor on Clarenville Substation feeder CLV-03 to address
overloaded conductor on this distribution feeder. ($268,000)

2. The upgrading of Doyle’s Substation feeder DOY-01 from single phase to 3-phase in
order to address an unbalanced condition that has developed as a result of customer load
growth over time. ($327,000)

3. The construction of a new feeder originating at Hardwoods Substation to accommodate
growth in customers and load in the Town of Paradise, including new phases of existing
subdivisions and continued development of the Octagon Pond Business Park. ($357,000)

4. The 0.6 kilometre extension of Marble Mountain Substation feeder MMT-01 in order to
transfer load from Pasadena Substation feeder PAS-01 to Marble Mountain Substation.
($150,000)

For 2014, the Feeder Additions for Growth Distribution project is clustered with the Additions
Due to Load Growth Substations project, since the extension of MMT-01 feeder to transfer load
from Pasadena Substation is dependent upon the additional transformer capacity being added to
Marble Mountain Substation, and the installation of a new 25 kV feeder at Hardwoods
Substation is dependent upon the additional transformer capacity being added to Hardwoods
Substation.

Details on the proposed expenditures are included in 4.2 Feeder Additions for Load Growth.
Justification
The project is justified based on the obligation to provide safe, least cost reliable service.

Actual peak load conditions and customer growth indicate that this project is warranted in order
to maintain the electrical system within recommended guidelines.
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Projected Expenditures

Table 1 provides the breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $365 - - -
Labour — Internal 322 - - -
Labour — Contract 159 - - -
Engineering 93 - - -
Other 163 - - -
Total $1,102 $545 $2,172 $3,819

Costing Methodology

The budget estimate is based on detailed engineering estimates of individual feeder
requirements.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Allowance for Funds Used During Construction (Pooled)

Project Cost:  $193,000

Project Description

This Distribution project is an allowance for funds used during construction (“AFUDC”) which
will be charged on distribution work orders with an estimated expenditure of less than $50,000
and a construction period in excess of three months.

Effective January 1, 2008, the Company calculates AFUDC in a manner consistent with Order
No. P.U. 32 (2007). This method of calculating AFUDC is the mainstream practice for regulated
Canadian utilities.

Justification

The AFUDC is justified on the same basis as the distribution work orders to which it relates.

Projected Expenditures

Table 1 provides the breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material - - - -
Labour — Internal - - - -
Labour — Contract - - - -
Engineering - - -
Other $193 - - -
Total $193 $197 $615 $1,005
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Costing Methodology

Table 2 shows the annual expenditures for the most recent five-year period.

Table 2
Expenditure History and Budget Estimate
(000s)
Year 2009 2010 2011 2012 2013F
Total $172 $172 $181 $192 $189

The budget estimate for AFUDC is based on an estimated $1.0 million monthly average of
distribution work in progress and capital materials upon which the interest rate will be applied.
The AFUDC rate is applied each month in accordance with Order No. P.U. 32 (2007).

Future Commitments

This is not a multi-year project.

Newfoundland Power Inc. — 2014 Capital Budget Application Page 54 of 85



Schedule B
2014 Capital Projects NP 2014 CBA

GENERAL PROPERTY

Newfoundland Power Inc. — 2014 Capital Budget Application Page 55 of 85



Schedule B
2014 Capital Projects — Normal Capital (Historical Pattern) NP 2014 CBA

Project Title: Tools and Equipment (Pooled)

Project Cost:  $458,000

Project Description

This General Property project is required to add or replace tools and equipment used in providing
safe, reliable electrical service. Users of tools and equipment include line staff, engineering
technicians, engineers and electrical and mechanical tradespersons. The majority of these tools
are used in normal day to day operations. As well, specialized tools and equipment are required
to maintain, repair, diagnose or commission Company assets required to deliver service to
customers.

Individual requirements for the addition or replacement of tools and equipment are not inter-
dependent. However, the expenditure requirements are similar in nature and justification. They
are therefore pooled for consideration as a single capital project.

All items within this project involve expenditures of less than $50,000. These items are
consolidated into the following categories:

1. Operations Tools and Equipment ($120,000): This is the replacement of tools and equipment
used by line and field technical staff in the day to day operations of the Company. These
tools are maintained on a regular basis. However, over time they degrade and wear out,
especially hot line equipment which must meet rigorous safety requirements. Where
appropriate, such tools will be replaced with battery and hydraulic alternatives to improve
working conditions.

2. Engineering Tools and Equipment ($200,000): This item includes engineering test
equipment and tools used by electrical and mechanical maintenance personnel and
engineering technicians. Engineering test equipment is required to perform system
calibration, commissioning and testing of power system facilities and testing and analysis of
associated data communications facilities.

3. Office Furniture ($113,000): This item is the replacement of office furniture that has
deteriorated. The office furniture utilized by the Company’s employees deteriorates through
normal use and must be replaced.

4. Substation Grounding Sticks ($25,000): This item involves the purchase of grounding sticks
for approximately 8 substations. Grounding sticks are required for the safe isolation of
equipment to allow for maintenance, testing and troubleshooting. Multiple sets of grounding
sticks are required at each substation.?®

2 A set of grounding sticks includes 3 individual grounding sticks, one for each of the 3 phases. Estimated cost

per set is $3,000.
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Justification

Suitable tools and equipment in good condition enable staff to perform work in a safe, effective
and efficient manner.

Additional or replacement tools are purchased to either maintain or improve quality of work and
overall operational efficiency.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $458 - - -
Labour — Internal - - - -
Labour — Contract - - - -
Engineering - - - -
Other - - - -
Total $458 $467 $1,456 $2,381

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $384 $383 $428 $449 $389

The project cost is based on an assessment of historical expenditures for the replacement of tools
and equipment that become broken or worn out, and is adjusted for anticipated expenditure
requirements for extraordinary items.
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The budget for this project is calculated on the basis of historical data respecting operations tools
and equipment, engineering tools and equipment, and office furniture. The budget for the
substation grounding sticks is based on an engineering estimate. To ensure consistency from
year to year, expenditures related to large unplanned additions are excluded from the historical
average calculation.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Additions to Real Property (Pooled)

Project Cost:  $379,000

Project Description

This General Property project is required to ensure the continued safe operation of Company
facilities and workplaces. The Company has in excess of 20 office and other buildings. There is
an ongoing requirement to upgrade or replace equipment and facilities at these buildings due to
failure or normal deterioration. Past expenditures have included such items as emergency roof
replacement and correcting major drainage problems.

The 2014 project consists of the upgrading, refurbishment or replacement of equipment and
facilities due to organizational changes, damage, deterioration, corrosion and in-service failure.
Based upon recent historical information $279,000 is required for 2014. This project also
includes corporate security upgrades to the Company’s security infrastructure, including
improvements in surveillance, fencing and lighting of Company facilities. Based upon an
engineering estimate, $100,000 is required for corporate security upgrades in 2014. The
individual budget items are less than $50,000 each and are not inter-dependent. However, they
are similar in nature and are therefore pooled for consideration as a single capital project.

Justification

This project is necessary to maintain buildings and support facilities and to operate them in a safe
and efficient manner.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $314 - - -
Labour — Internal 25 - - -
Labour — Contract - - - -
Engineering 25 - - -
Other 15 - - -
Total $379 $285 $890 $1,554
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Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $244 $219 $311* $300 $238

1

Excludes cost of security camera upgrades ($49,000) and Duffy Place office renovations ($63,000).

The budget for this project is calculated on the basis of historical data as well as engineering
estimates for planned budget items as required. To ensure consistency from year to year,
expenditures related to large unplanned additions are excluded from the historical average

calculation.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: Standby and Emergency Power — Gander Office (Other)

Project Cost:  $275,000

Project Description

This General Property project consists of the installation of a new diesel generating unit to
provide a back-up power supply to the Company’s Gander area operations building.

The 2006 Capital Budget Application included the report Standby Generation at Newfoundland
Power Facilities. This report identified the need for standby generation at the Company’s area
operations buildings across the province.

For a major storm and power outage situation, full power restoration could take several days
depending on the severity of the event. In such a situation, a response would involve teams,
working around the clock, that consist of field employees (involved in the physical restoration
work) and support employees (involved in customer service, communications, information
services, materials management, engineering, and operational support). Essentially, the
Company has to provide essential services during such emergency situations.

During a major storm and power outage situation, restoration teams in central Newfoundland
would require technology and communications infrastructure located in the Gander area
operations building. The uninterruptible power supply (“UPS”) system that is currently located
at the Gander area operations building is only sufficient to sustain SCADA communications for a
short duration (several hours). This limited UPS system would not support operating conditions
required during a major outage event.

Details on the proposed expenditures are included in 5.1 Standby and Emergency Power —
Gander Office.

Justification

This project is necessary to ensure electrical service at the Company’s Gander area operations
building is not interrupted during a widespread power outage. This will permit the Company to
facilitate the restoration of electrical service to customers during extended power outages as
quickly as possible.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $250 - - -
Labour — Internal 10 - - -
Labour — Contract - - - -
Engineering 10 - - -
Other 5 - - -
Total $275 $275 $175 $725

Costing Methodology

The budget estimate for this project is based on engineering estimates.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.

Newfoundland Power Inc. — 2014 Capital Budget Application

Page 62 of 85



Schedule B
2014 Capital Projects NP 2014 CBA

TRANSPORTATION

Newfoundland Power Inc. — 2014 Capital Budget Application Page 63 of 85



Schedule B
2014 Capital Projects — Normal Capital (Identified Need) NP 2014 CBA

Project Title: Purchase Vehicles and Aerial Devices (Pooled)

Project Cost: $2,570,000

Project Description

This Transportation project involves the addition and necessary replacement of heavy fleet,
passenger and off-road vehicles. Detailed evaluation of the units to be replaced indicates they
have reached the end of their useful lives.

Table 1 summarizes the units to be acquired in 2014.

Table 1
2014 Proposed Vehicle Replacements
Category No. of Units
Heavy fleet vehicles 6
Passenger vehicles! 30
Off-road vehicles? 9
Total 45

1 The Passenger vehicles category includes the purchase of cars

and light duty trucks.
The Off-road vehicles category includes snowmobiles, ATVs
and trailers.

2

The Company has 72 heavy fleet vehicles. An average replacement rate of approximately 7
vehicles per year would be required to replace the heavy fleet over a 10-year cycle. Mileage and
overall vehicle condition are also considered in deciding whether to replace a vehicle. Over the
period 2009 to 2013, the Company replaced 31 heavy fleet vehicles, an average of 6 heavy fleet
vehicles per year. In 2014, there are 6 heavy fleet vehicles that meet the age, mileage and
condition parameters which indicate replacement is necessary.

The Company has approximately 200 passenger vehicles. An average replacement rate of
approximately 40 vehicles per year would be required to replace the passenger fleet over a 5-year
cycle. Over the period 2009 to 2013, the Company replaced 133 passenger vehicles, an average
of approximately 27 passenger vehicles per year. In 2014, the Company has identified 30
passenger vehicles for replacement.
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The expenditures for individual vehicle replacements are not inter-dependent. However, they are
similar in nature and justification. The expenditures are therefore pooled for consideration as a
single capital project.

Justification

This project is justified on the basis of the need to replace existing vehicles and aerial devices
that have reached the end of their useful service lives.

Projected Expenditures

Table 2 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 2
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $2,570 - - -
Labour — Internal - - - -
Labour — Contract - - - -
Engineering - - - -
Other - - - -
Total $2,570 $2,629 $8,206 $13,405

Table 3 shows the expenditures for this project for the most recent five-year period.

Table 3
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $2,087 $2,287 $2,272 $2,514 $2,950

Costing Methodology

Newfoundland Power individually evaluates all vehicles considered for replacement according to
a number of criteria to ensure replacement is the least cost option.
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Evaluation for replacement is initiated when individual vehicles reach a threshold age or level of
usage. Heavy fleet vehicles are considered for replacement at 10 years of age or usage of 250,000
kilometres. For passenger vehicles, the guideline is five years of age or 150,000 kilometres.
Vehicles reaching the threshold are evaluated on a number of criteria, such as overall condition,
maintenance history and immediate repair requirements, to determine whether they have reached
the end of their useful service lives. Based on such evaluations, it has been determined that each
unit proposed for replacement has reached the end of its useful life.

New vehicles are acquired through competitive tendering to ensure the lowest possible cost
consistent with safe, reliable service.

Future Commitments

This is not a multi-year project.
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Project Title: Replace/Upgrade Communications Equipment (Pooled)

Project Cost: ~ $99,000

Project Description

This Telecommunications project involves the replacement and/or upgrade of communications
equipment, including radio communication equipment and communications equipment
associated with electrical system control.

The Company has approximately 340 pieces of mobile radio equipment in service. Each year
approximately 20 units break down and where practical, equipment is repaired and deficiencies
rectified. However, where it is not feasible to repair equipment or correct deficiencies,
replacement is required.

Newfoundland Power engages an engineering consultant to inspect radio towers. Deficiencies
identified through these inspections are addressed through this project.

Justification

Reliable communications equipment is essential to the provision of safe, reliable electrical
service. Communications towers must comply with safety codes and standards to ensure
employee and public safety.

Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $73 - - -
Labour — Internal 4 - - -
Labour — Contract - - - -
Engineering 18 - - -
Other 4 - - -
Total $99 $102 $318 $519

Newfoundland Power Inc. — 2014 Capital Budget Application Page 68 of 85



Schedule B
2014 Capital Projects — Normal Capital (Historical Pattern) NP 2014 CBA

Costing Methodology

Table 2 shows the annual expenditures and costs in current dollars for the most recent five-year
period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $105 $149 $88 $100 $124
Adjusted Costs’ $113 $160 $92 $101 $124

! 2013 dollars

The process of estimating the budget requirement for communications equipment is based on a
historical average. Historical annual expenditures related to upgrading and replacing
communications equipment over the most recent five-year period, including the current year,
expressed in current-year dollars (“Adjusted Costs”). The estimate for the budget year is
calculated by taking the average of the Adjusted Costs and inflating it using the GDP Deflator
for Canada to determine the budget estimate. To ensure consistency from year to year,
expenditures related to planned projects are excluded from the calculation of the historical
average.

In 2013, the Company will replace its Mobile Radio System. The forecast expenditures for the
years 2014 to 2018 shown in Table 1 have been reduced to reflect the expected lower failure
rates associated with the new system.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all material and contract labour will be obtained through competitive tendering.

Future Commitments

This is not a multi-year project.
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Project Title: ~ Application Enhancements (Pooled)

Project Cost: $1,372,000

Project Description

This Information Systems project is necessary to enhance the functionality of software
applications. The Company’s software applications are used to support all aspects of business
operations including provision of service to customers, ensuring the effective operation of the
electrical system and compliance with regulatory and financial reporting requirements.

The application enhancements proposed in 2014 include enhancements to the Company’s human
resources, financial management and financial forecasting applications and Customer Service
Internet and Energy Conservation Website enhancements.

The application enhancements proposed for 2014 are not inter-dependent. But, they are similar
in nature and justification and are therefore pooled for consideration as a single capital project.

Details on proposed expenditures are included in 6.1 2014 Application Enhancements.
Justification

The proposed enhancements included in this project are justified on the basis of improving
customer service and operational efficiencies.

Cost benefit analyses, where appropriate, are provided in 6.1 2014 Application Enhancements.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $170 - - -
Labour — Internal 959 - - -
Labour — Contract - - - -
Engineering - - - -
Other 243 - - -
Total $1,372 $1,200 $4,350 $6,922

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $1,444 $945 $1,003 $1,102 $1,380

The budget for this project is based on cost estimates for the individual budget items.

All materials and services for this project will be purchased after examining the competitive bids
of prospective suppliers. Where alternative suppliers do not exist, all materials and services will
be negotiated with a sole-source supplier to ensure least cost.

Future Commitments

This is not a multi-year project.
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Project Title: System Upgrades (Pooled)

Project Cost:  $1,059,000

Project Description

This Information Systems project involves necessary upgrades to the computer software
underlying the Company’s business applications. Most upgrades are required to address known
software issues, to facilitate infrastructure upgrades or to maintain vendor support.

For 2014, the project includes upgrades to the Company’s business applications including
engineering load flow software and technical work request application, Contact Centre email
management and desktop software tools, and an upgrade of the Company’s SharePoint
environment.

This project also includes the Microsoft Enterprise Agreement. This Agreement covers the
purchase of Microsoft software and provides access to the latest versions of each software
product purchased under this agreement. Details on Microsoft Enterprise Agreement are
included in Schedule C of the 2012 Capital Budget.

Details on proposed expenditures are included in 6.2 2014 System Upgrades.
Justification

This project is justified on the basis of maintaining current levels of customer service and
operational efficiency supported by the software.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $365 - - -
Labour — Internal 509 - - -
Labour — Contract - - - -
Engineering - - - -
Other 185 - - -
Total $1,059 $1,725 $4,655 $7,439

Costing Methodology

Table 2 shows the annual expenditures and unit costs for this project for the most recent five-
year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $630 $1,000 $853 $1,363 $1,177

The budget for this project is based on cost estimates for the individual budget items.

All materials and services for this project will be purchased after examining the competitive bids
of prospective suppliers. Where alternative suppliers do not exist, all materials and services will
be negotiated with a sole-source supplier to ensure least cost.

Future Commitments
This project includes provision for 2014 for the Microsoft Enterprise Agreement, which was

approved as a multi-year project in Order No. P.U. 26 (2011). This is not otherwise a multi-year
project.
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Project Title: Personal Computer Infrastructure (Pooled)

Project Cost:  $420,000

Project Description

This Information Systems project is necessary for the replacement or upgrade of personal
computers (“PCs”), printers and associated assets that have reached the end of their useful lives.

In 2014, a total of 143 PCs will be purchased, consisting of 79 desktop computers and 64 mobile
computers. This project also includes the purchase of peripheral equipment such as monitors,
mobile devices, and printers to replace existing units that have reached the end of their useful
life.

The individual PCs and peripheral equipment are not inter-dependent. However, they are similar
in nature and justification, and are therefore pooled for consideration as a single capital project.

Specifications for replacement PCs and peripheral equipment are reviewed annually to ensure the
personal computing infrastructure remains effective. Industry best practices, technology trends,
and the Company’s experience are considered when establishing specifications.

Newfoundland Power is currently able to achieve an approximate 5-year life cycle for its PCs
before they require replacement.

Table 1 outlines the PC additions and retirements for 2012 and 2013, as well as the proposed
additions and retirements for 2014.

Table 1
PC Additions and Retirements
2012 — 2014
2012 2013F 2014B
Add | Retire | Total | Add | Retire | Total | Add | Retire | Total
Desktop 85 85 458 52 52 458 79 79 458
Mobile 45 37 303 44 44 303 64°! 64 303
Total 130 122 761 96 96 761 143 143 761

21

Total mobile computers include the replacement of 25 ruggedized mobile computers purchased in 2009 as part
of the Vehicle Mobile Computing Infrastructure project.
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Justification

This project is justified on the basis of the need to replace personal computers and associated
equipment that have reached the end of their useful life.

Projected Expenditures

Table 2 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 2
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $260 - - -
Labour — Internal 120 - - -
Labour — Contract - - - -
Engineering - - - -
Other 40 - - -
Total $420 $500 $1,400 $2,320

Costing Methodology

Table 3 shows the annual expenditures for this project for the most recent five-year period.

Table 3
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $459 $449 $423 $401 $380

The project cost for this project is calculated on the basis of historical expenditures and on cost
estimates for the individual budget items. Historical annual expenditures over the most recent
three-year period are considered and an approximate unit cost is determined based on historical
average prices and a consideration of pricing trends. These unit costs are then multiplied by the
quantity of units (i.e. desktop, mobile, printer, etc.) to be purchased. Quantities are forecast by
identifying the number of unit replacements resulting from lifecycle retirements and the number
of new units required to accommodate new software applications or work methods. Once the

Newfoundland Power Inc. — 2014 Capital Budget Application Page 76 of 85



Schedule B
2014 Capital Projects — Normal Capital (Identified Need) NP 2014 CBA

unit price estimates and quantities have been determined, the work associated with the
procurement and installation of the units is estimated based on experience and historical pricing.

To ensure this project is completed at the lowest possible cost consistent with safe and reliable
service, all materials and services for this project will be purchased after examining the
competitive bids of prospective suppliers.

Future Commitments

This is not a multi-year project.

Newfoundland Power Inc. — 2014 Capital Budget Application Page 77 of 85



Schedule B
2014 Capital Projects — Normal Capital (Identified Need) NP 2014 CBA

Project Title: Shared Server Infrastructure (Pooled)

Project Cost:  $833,000

Project Description

This Information Systems project includes the procurement, implementation, and management of
the hardware and software relating to the operation of shared servers. Shared servers are
computers that support applications used by multiple employees. Management of these shared
servers, and their components, is critical to ensuring that these applications operate effectively at
all times.

This project is necessary to maintain current performance of the Company’s shared servers and to
provide the additional infrastructure needed to accommodate new and existing applications. This
involves the replacement and upgrade of servers, disk storage, as well as security upgrades.

For 2014, the project includes the replacement of technology infrastructure that has reached the
end of their useful life, as well as infrastructure required to ensure the security of customer and
corporate information.

Projects proposed for 2014 include:

1. The replacement of shared multifunction printer devices that have reached the end of
their service life;

2. Infrastructure upgrades required for the Contact Centre technology, SharePoint
environment and Technical Work Request environment;

3. Enhancements to the Company’s remote connectivity infrastructure;

4. Upgrade of wireless network security monitoring software; and

5. The addition of encryption infrastructure for mobile devices.

The shared server infrastructure requirements for 2014 are not inter-dependent. However, they
are similar in nature and justification, and are therefore pooled for consideration as a single
capital project.

Details on proposed expenditures are included in 6.3 2014 Shared Server Infrastructure.

Justification

This project is justified on the basis of maintaining current levels of customer service and
operational efficiencies that are supported by the Company’s shared server infrastructure.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $425 - - -
Labour — Internal 273 - - -
Labour — Contract - - - -
Engineering - - - -
Other 135 - - -
Total $833 $750 $1,850 $3,433

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $632 $577 $941 $687 $877

The budget for this project is based on cost estimates for the individual budget items.

All materials and services for this project will be purchased after examining the competitive bids
of prospective suppliers. Where alternative suppliers do not exist, all materials and services will
be negotiated with a sole-source supplier to ensure least cost.

Future Commitments

This is not a multi-year project.
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Project Title: Network Infrastructure (Pooled)

Project Cost:  $321,000

Project Description

This Information Systems project involves the addition of network components that provide
employees with access to applications and data in order to provide service to customers and to
operate efficiently.

Network components such as routers and switches interconnect shared servers and personal
computers across the Company, enabling the transport of SCADA data, corporate and customer
service data. The Company has increased its use of wireless communications technologies in
recent years.

For 2014, this project includes the purchase and implementation of network equipment that has
reached the end of useful life and to increase overall network availability and disaster recovery
capabilities.

The individual network infrastructure requirements for 2014 are not inter-dependent. However,
they are similar in nature and justification, and are therefore pooled for consideration as a single
capital project.

Justification

The reliability and availability of the network infrastructure is critical to enabling the Company
to continue to provide least cost reliable service to customers. This project will replace
components of the network equipment that facilitate communication between all of the
Company’s shared servers and related applications. These components have reached the end of
their useful lives.

This project is necessary to ensure the continued integrity of Company and customer data. This,
in turn, allows the maintenance of acceptable levels of customer service and operational
efficiency.
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Projected Expenditures

Table 1 provides a breakdown of the proposed expenditures for 2014 and a projection of
expenditures through 2018.

Table 1
Projected Expenditures
(000s)

Cost Category 2014 2015 2016 - 2018 Total
Material $190 - - -
Labour — Internal 96 - - -
Labour — Contract - - - -
Engineering - - - -
Other 35 - - -
Total $321 $200 $675 $1,196

Costing Methodology

Table 2 shows the annual expenditures for this project for the most recent five-year period.

Table 2
Expenditure History
(000s)
Year 2009 2010 2011 2012 2013F
Total $115 $148 $158 $429 $200

The budget for this project is based on cost estimates for the individual budget items based on
past experiences and pricing.

All materials and services for this project will be purchased after examining the competitive bids
of prospective suppliers. Where alternative suppliers do not exist, all materials and services will
be negotiated with a sole-source supplier to ensure least cost.

Future Commitments

This is not a multi-year project.
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UNFORESEEN ALLOWANCE
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Project Title: Allowance for Unforeseen Items (Other)

Project Cost:  $750,000

Project Description

This Allowance for Unforeseen Items project is necessary to cover any unforeseen capital
expenditures which have not been budgeted elsewhere. The purpose of the account is to permit
the Company to act expeditiously to deal with events affecting the electrical system in advance
of seeking specific approval of the Board. Examples of such expenditures are the replacement of
facilities and equipment due to major storm damages or equipment failure.

While the contingencies for which this budget allowance is intended may be unrelated, it is
appropriate that the entire allowance be considered as a single capital budget item.

Justification

This project provides funds for timely service restoration in accordance with Section B
Supplementary Capital Budget Expenditures of the Capital Budget Application Guidelines.

Projects for which these funds are intended are justified on the basis of reliability, or on the need
to immediately replace deteriorated or damaged equipment.

Costing Methodology

An allowance of $750,000 for unforeseen capital expenditures has been included in all of
Newfoundland Power’s capital budgets in recent years. If the balance in the Allowance for
Unforeseen Items is depleted in the year, the Company may be required to file an application for
approval of an additional amount in accordance with the Capital Budget Application Guidelines.

Future Commitment

This is not a multi-year project.
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GENERAL EXPENSES CAPITALIZED
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Project Title: General Expenses Capitalized (Other)

Project Cost:  $4,000,000

Project Description

General Expenses Capitalized (“GEC”) are general expenses of Newfoundland Power that are
capitalized due to the fact that they are related, directly or indirectly, to the Company’s capital
projects. GEC includes amounts from two sources: direct charges to GEC and amounts allocated
from specific operating accounts.

Justification

Certain of Newfoundland Power’s general expenses are related, either directly or indirectly, to
the Company’s capital program. Expenses are charged to GEC in accordance with guidelines
approved by the Board in Order No. P.U. 3 (1995-96).

Costing Methodology

In Order No. P.U. 3 (1995-96), the Board approved guidelines to determine the expenses of the
Company to be included in GEC. The budget estimate of GEC is determined in accordance with
pre-determined percentage allocations to GEC based on the guidelines approved by the Board.

Future Commitment

This is not a multi-year project.
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Newfoundland Power Inc.
2014 Capital Budget
Multi-Year Projects

CBA Expenditure (000s)

Class Project Description Board Order 2012 2013 2014 Total

Substations Additions Due To Load Growth! 2012 CBA Budget $1,156  $3,974 $5,130

P.U.26 (2011)  Actual/Forecast ~ $1,195  $3,974 $5,169

Substations Substation Additionzs 2012 CBA Budget $879  $3,621 $4,500

Portable Substation P.U.26 (2011)  Actual/Forecast $192  $3,121 $3,313

Generation Heart’s Content Plant 2013 CBA Budget $200  $3,495 $3,695
Refurbishment® P.U. 31 (2012)

Forecast $200  $3,495 $3,695

Transmission  Transmission Line Rebuild* 2013 CBA Budget $380 $358 $738

P.U. 31 (2012) Forecast $380 $370 $750

A detailed project description can be found in the 2012 Capital Budget Application, Schedule B pages 18 and 19, and report 2.2 2012 Additions due to Load Growth.

A detailed project description can be found in the 2012 Capital Budget Application, Schedule B pages 22 and 23, and report 2.4 2012 Portable Substation Study.

A detailed project description can be found in the 2013 Capital Budget Application, Schedule B pages 11 and 12, and report 1.2 Heart’s Content Hydro Plant Penstock
Replacement.

* Adetailed project description can be found in the 2013 Capital Budget Application, Schedule B pages 29 to 31, and report 3.1 2013 Transmission Line Rebuild (12L MUN to
King’s Bridge).
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Newfoundland Power Inc.
Computation of Average Rate Base
For The Years Ended December 31
($000's)
2012 2011
Net Plant Investment
Plant Investment 1,439,646 1,371,771
Accumulated Amortization (602,616) (576,019)
Contributions in Aid of Construction (31,006) (29,013)
806,024 766,739
Additions to Rate Base
Deferred Pension Costs 100,113 97,628
Credit Facility Costs 239 270
Cost Recovery Deferral — Seasonal/TOD Rates 93 228
Cost Recovery Deferral — Hearing Costs - 253
Cost Recovery Deferral — Regulatory Amortizations 3,320 1,642
Cost Recovery Deferral — 2012 Cost of Capital 1,766 -
Cost Recovery Deferral — Conservation 227 454
Customer Finance Programs 1,446 1,527
107,204 102,002
Deductions from Rate Base
Weather Normalization Reserve 4,804 5,020
Adjustment — 2010 Hearing Costs - 6
Other Post Employment Benefits 14,617 7,199
Customer Security Deposits 851 695
Accrued Pension Obligation 4,020 3,778
Accumulated Deferred Income Taxes 2,504 862
Demand Management Incentive Account 558 1,252
27,354 18,812
Year End Rate Base 885,874 849,929
Average Rate Base Before Allowances 867,902 861,681
Rate Base Allowances
Materials and Supplies Allowance 5,332 5,012
Cash Working Capital Allowance 9,811 9,663
Average Rate Base at Year End 883.045 876.356
Newfoundland Power Inc. — 2014 Capital Budget Application Page 1 of 1
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1.0 Introduction

Newfoundland Power’s 2014 Capital Plan provides an overview of the Company’s 2014 Capital
Budget together with an outlook for capital expenditure through 2018.

Newfoundland Power’s 2014 Capital Budget totals $84,462,000.

The Company’s 2014 Capital Budget is part of a series of stable and predictable annual capital
budgets which the Board has recognized assists in fostering stable and predictable rates for
consumers.’ Newfoundland Power’s annual capital expenditure for the next 5 years is forecast to
average approximately $91 million. This level of annual expenditure is broadly consistent on an
inflation adjusted basis with that in the period 2009 through 2013.2

The Company’s annual capital budgets continue to focus on (i) plant replacement and (ii)
meeting customer and sales growth. Together, expenditures on plant replacement and growth
combine to account for 84% of expenditures over the next 5 years. This composition is broadly
consistent with Newfoundland Power’s capital budgets over the previous 5 years.

In 2013, Newfoundland Power commenced the examination of some longer term aspects of
Capital Budget composition, particularly for Distribution assets.® In 2014, the Company will
also make a comprehensive assessment in relation to its Customer Service System which has
been a critical component of the Company’s interface with its customers since 1992.* The
potential impact of these assessments is not fully reflected in the 2014 Capital Plan.> The results
of the assessments may increase certain future capital expenditures from those indicated in the
2014 Capital Plan. Whether or not any such increased future capital expenditures serve to
increase overall annual capital expenditure requirements is currently uncertain.®

! See Order No. P.U. 36 (2002-2003).

See Chart 3 on page 7 of this Capital Plan.

In the 2013 Capital Plan which was filed with the Company’s 2013 Capital Budget Application, the Company
indicated it was assessing its distribution pole replacement practices. Current relatively low levels of pole
replacement may be inconsistent with maintaining current levels of system reliability and long-term capital
budget stability. This assessment has commenced, and it is expected it will take a year or two to complete. See
2013 Capital Plan, page 1.

The Customer Service System cost in excess of $10 million by the time its phased implementation was
complete in 1993. The cost to replace this system can be expected to be material.

The 2014 Capital Plan does not include all capital expenditures the Company will be required to make through
2018. For example, material capital expenditures may be required following major weather events such as ice
storms. To the extent they can be reasonably estimated, capital expenditures related to asset failures are
included in the Company’s capital plans. See, for example, the Distribution: Reconstruction and Substations:
Replacements Due to In-Service Failures projects. However, this is not always possible. For example, the Bell
Island submarine cable system, which is a critical component required to serve customers on Bell Island,
experienced two faults in January and April 2012. Ongoing engineering studies and assessment of this system
may lead to a Supplemental Capital Budget Application to replace and/or reinforce it.

One aspect of this uncertainty stems from forecast demographic trends in Newfoundland Power’s service
territory. Forecast population decline and accelerated aging in the Company’s service territory could result in
reduced capital expenditure requirements related to serving increased numbers of customers and electricity load.
This could, for example, serve to offset increased capital expenditure requirements related to Distribution asset
replacements.
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2.0 2014 Capital Budget

Newfoundland Power’s 2014 capital budget is $84,462,000.

This section of the 2014 Capital Plan provides an overview of the 2014 capital budget by origin
(root cause) and asset class. In addition, this section summarizes 2014 capital projects by the
various categories set out in the Board’s October 2007 Capital Budget Application Guidelines.
2.1 2014 Capital Budget Overview

Newfoundland Power’s 2014 capital budget contains 33 projects totalling $84.5 million.

Chart 1 shows the 2014 capital budget by origin, or root cause.

Chart1
2014 Capital Expenditures
by Origin
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Approximately 51% of proposed 2014 capital expenditure is related to the replacement of plant.
A further 33% of proposed 2014 capital expenditure is required to meet the Company’s
obligation to serve new customers and meet the requirement for increased system capacity. The
2% of proposed 2014 capital expenditure associated with System Additions includes the projects
to increase energy production at Rocky Pond and Tors Cove plants and to add a standby
generator at Gander office. The remaining 14% of forecast capital expenditures for 2014 relate
to information systems, general expenses capitalized, third party requirements and financial
carrying costs (allowance for funds used during construction). The allocation of 2014 capital
expenditures is broadly consistent with capital budgets for the past five years.
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Chart 2 shows the 2014 capital budget by asset class.

Chart 2
2014 Capital Expenditures

by Asset Class
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As in past years, Distribution capital expenditure accounts for the greatest percentage of overall
expenditure at $40.3 million, or 48% of the 2014 capital budget. Substations capital expenditure
accounts for $16.9 million, or 20% of the 2014 capital budget. Generation capital expenditure
accounts for $9.3 million, or 11% of the 2014 capital budget. Transmission capital expenditure
accounts for $5.5 million, or 6% of the 2014 capital budget. Together, expenditure for these four
asset classes comprises 85% of the Company’s 2014 capital budget.