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Q. Reference: Application

With respect to the prioritization process used in the 2022 Capital Budget Application.

a) Which entity within Hydro is responsible for developing project prioritization?

b) Please provide all documentation between Hydro senior management and line
managers relating to prioritization and cost efficiencies during the preparation of the

2022 CBA.

c) Please provide any documentation from Hydro senior management to line managers
with respect to the 2022 CBA relating to budget control in light of rate pressures

brought on by the Muskrat Falls Project and the economic downturn in the Province.

d) If there is no such documentation, please explain how Hydro senior management
communicated to line managers which capital projects were to be included in the 2022
CBA, and which capital projects were to be included in Hydro’s planned 2023 to 2026

capital expenditures.

Prioritization of the investments proposed in the capital budget application (“CBA”) is
reviewed at multiple levels within the organization to ensure alignment with corporate
priorities and direction. Generally speaking, projects are initially prioritized by each
operational area. Projects are reviewed by the Capital Planning Department to ensure
alignment on scope and cost. Once the projects have passed the initial justification review
process for inclusion in the CBA, the projects are prioritized using the matrix model by the
respective long-term asset planners. The Capital Planning Department then reviews for
consistency and appropriateness within the ranking. Finally, a review of the overall
proposed capital budget and areas of spend, as well as any projects requiring specific
discussion, is completed with the Executive Leadership team and respective senior
managers. Throughout each step of the process, projects may be amended or deferred as

appropriate.
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b) Between the fall of 2020 and the spring of 2021, six engagement sessions were held with
various internal business units and stakeholder groups to discuss capital planning priorities
and expectations. Please refer to CA-NLH-013, Attachment 1 for the presentation which was
used as the basis for discussion in these sessions. The sessions were hosted by senior

management and an executive representative.

Given the major projects contemplated in Hydro’s five-year plan (e.g., southern Labrador
interconnection, Bay d’Espoir penstock life extension) as well as the current operating
environment and forecast rate pressures, senior management also held engagement
sessions with the Capital Planning Department and the Executive Leadership team focused
on seeking opportunities to reduce costs without compromising safety or reliability. This
direction was further communicated to long-term planning and engineering personnel

through meetings and phone calls.

c) Please refer to part b).

d) Please refer to part b).
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newfoundland labrador

{\Y hydro

a nalcor energy company
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