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Muskrat Falls: building for 
the future in Newfoundland 
and Labrador

The lower Churchill River is one of the most 
attractive undeveloped hydroelectric sites in North 
America and is a key component of the province’s 
energy warehouse. The Project’s two proposed 
installations at Muskrat Falls and Gull Island will 
have a combined capacity of over 3,000 megawatts 
(MW). The development of Muskrat Falls with a 
transmission link to the island is being proposed as 
part of Phase One of the Project to provide much 
needed power to island electricity consumers and 
to facilitate and support industrial development in 
Labrador.

Power is needed for the 
island and Labrador

Nalcor Energy’s subsidiary, Newfoundland and 
Labrador Hydro (Hydro), has a responsibility to 
assess and recommend supply options to meet the 
province’s growing energy needs. This is a function 
the company has been performing since the 1970s 
and its predecessors before it. In 2010, Hydro 
determined new generation was required to meet 
growing demand and electricity use on the island. 
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Comprehensive review of alternatives conducted
Nalcor examined a broad selection of generation supply options to meet the island’s 
growing and long-term electricity needs including: nuclear; natural gas; liquefied natural 
gas; coal; continued oil-fired generation at Holyrood; simple and combined cycle 
combustion turbines; wind; biomass; solar; wave and tidal; hydroelectric developments 
on the island and Labrador; and electricity imports. 

Two least-cost scenarios were developed from these options – one from options 
available for an isolated island of Newfoundland, and one developed from options 
available when the island is interconnected with the mainland. Nalcor refers to these 
two “buckets of options” as the Isolated Island and Interconnected Island alternatives, 
respectively.

The Isolated Island alternative continues to rely primarily on increased use of 
thermal generation, including continued operation of the aging Holyrood plant. The 
Interconnected Island alternative moves the island from dependence on thermal 
generation to the use of clean, renewable hydropower from the Muskrat Falls 
generation facility with a transmission link to the island.
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Muskrat Falls provides consumers with least-cost 
power

The Interconnected Island alternative will mean lower electricity costs for consumers 
over the Isolated Island alternative. There is a $2.2 billion present value cost difference 
between the two alternatives in favour of Muskrat Falls (present value means what the 
alternatives are worth in today’s dollars). Based on the analysis completed by Nalcor 
in 2010, continuing with the Isolated Island alternative represents 32% greater costs to 
electricity consumers over time than the Interconnected Island alternative. 

Stabilizing electricity rates for NLers
Electricity rates on the island of Newfoundland are directly influenced today by the 
price of oil used to generate electricity at the Holyrood Thermal Generating Station. 
Rising oil prices and rising demand for power means that electricity rates are increasing 
on the island. In 2017, with stable and renewable hydropower from Muskrat Falls, 
rates for consumers will stabilize with minimal variation or increases. With Muskrat 
Falls, generations of Newfoundlanders and Labradorians will benefit from low-cost 
hydropower. The benefits of clean, renewable hydropower can be seen in other 
jurisdictions in Canada with low stable electricity rates such as British Columbia, 
Manitoba and Quebec.

Partnership with Emera facilitates returns for NL
Nalcor has entered into an agreement with Nova Scotia’s Emera Inc. that will see Emera 
invest $1.2 billion to construct the Maritime Transmission Link. Nova Scotia will receive 
20% of Muskrat Falls’ power over a 35-year period. At the end of 35 years, ownership 
of the Maritime Link will revert to this province. Under the terms of the contract, Nalcor 
will have access to about 70% of the Maritime Link’s capacity at no cost. Nalcor can 
use the link to transmit any surplus power from Muskrat Falls, as well as energy from any 
new renewable generation sources developed in Newfoundland and Labrador. The link 
will also allow imports of power, facilitating increased reliability for consumers.

 Muskrat Falls developed to meet needs in NL 
When the Muskrat Falls Generating Station and the Labrador-Island Transmission 
Link come into service, expected in 2017, initially 40% of the power will be used 
on the island and 20% will be transmitted to Nova Scotia under the terms of the 
Emera contract. The remaining 40% may be used in Labrador to support industrial 
development or it may be sold into export markets until it is required in Newfoundland 
and Labrador. Emera has transmission capacity and access to markets in the 
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Maritimes and New England, enabling Nalcor to sell and transmit surplus power to the 
Maritimes and northeastern US markets. Over time, the additional 40% will be used in 
Newfoundland and Labrador to meet the province’s growing domestic and industrial 
energy needs.

Managing large projects takes a commitment to 
the best processes

Nalcor is using the best processes, practices and hiring the best people to build Muskrat 
Falls. The decision gate (DG) or staged process is an industry-accepted best practice 
approach for decision making for major capital projects. Nalcor uses the DG process, 
recognized as a credible and proven process that provides checks and balances 
required by decision makers to demonstrate that an acceptable level of readiness has 
been achieved to progress the project through a decision gate. 

There are four gates in the Lower Churchill (Muskrat Falls and Labrador-Island 
Transmission Link) projects up to, and including, first power. Nalcor is currently 
progressing towards DG3 or project sanction.  

Nalcor has also implemented a thorough best-in-class risk management program built 
on lessons learned from other mega-projects in Newfoundland and Labrador and 
around the world. The company has hired the best team—including Newfoundlanders 
and Labradorians who have worked around the world, and in this province, managing 
and constructing large capital jobs.

Development will bring short and long-term 
benefits to NL

Benefits agreements

As the province’s energy corporation, Nalcor is committed to building strong 
relationships with the people of the province and securing long-term benefits for future 
generations. This includes the company’s partnership with the Labrador Innu. The 
finalization of the Impacts and Benefits Agreements and the signing in 2011 of the New 
Dawn Agreement means the Labrador Innu will see substantial annual revenues from 
Muskrat Falls. 

The Benefits Strategy between Nalcor and the province outlines a construction hiring 
protocol for the generating stations and transmission link to the island. The protocol 
requires that Nalcor first honour commitments made to Aboriginal groups through 
any signed impacts and benefits agreements. After these commitments are met, first 
consideration for employment will be given to qualified residents of Newfoundland and 
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Labrador. For construction of the generation project, qualified residents of Labrador will 
be considered first.

Economic and employment benefits

The development of Muskrat Falls and the future development of Gull Island and the 
associated transmission lines offer substantial employment, income and taxation benefits 
to all Newfoundlanders and Labradorians and the rest of Canada. 

For the Muskrat Falls Project, it is estimated that in the peak construction year, 
employment will reach 2,700 people, with thousands more indirect jobs created over 
the life of the Project. More than 75% of direct labour for the Muskrat Falls generating 
facility will happen in Labrador.

Other economic benefits include:

 Phase One  Phase Two 
Newfoundland and Labrador (Muskrat Falls)  (Gull Island)

Total income to labour and business $1,430 million $1,400 million

Average income benefits per year $220 million $175 million

Taxes to provincial government $212 million $211 million

Employment after construction  115 direct full-time jobs during the  
 Project’s operational life 

Long-term benefits

Hydro projects have a long-term life with low operating and maintenance costs that 
benefit electricity consumers across many generations. Unlike thermal generation where 
price is controlled by global factors outside domestic control, domestic hydropower is a 
secure and stable source of electricity. 

A practical example of the benefits of hydropower from the province’s own history is 
the development of the 604 MW Bay d’Espoir project built between the late 1960s and 
late 1970s. The investment resulted in a strong hydro generation fleet that anchored the 
province’s electricity rates to the fourth lowest in the country, generally behind British 
Columbia (95% hydro supplied), Manitoba (98% hydro supplied) and Quebec (98% 
hydro supplied).  
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With Muskrat Falls, electricity generation in Newfoundland and Labrador will be 98% 
renewable. Electricity consumers and businesses will benefit from rate stability and 
predictability that comes from hydropower. An investment in Muskrat Falls also lays the 
foundation for future electricity exports.  

The time to invest in secure and stable electricity 
generation is now

In addition to Muskrat Falls being the least-cost way to meet the province’s increasing 
demand for power, the timing to develop Muskrat Falls is ideal. Interest rates are low 
and the federal government has agreed to provide a loan guarantee for the project. 
As well, an agreement is in place with the Labrador Innu and a water management 
agreement has been signed with Churchill Falls (Labrador) Corporation. The provincial 
and federal governments have also released the generation project from environmental 
assessment.

The future with Gull Island – further benefits to 
Newfoundland and Labrador

If sanctioned by the Government of Newfoundland and Labrador, after Muskrat Falls 
is constructed and once export markets are secured, Nalcor will be in a position to 
proceed with the development of Gull Island (2,250 MW), which may be used for 
industrial developments in Newfoundland and Labrador as well as for export. Until that 
time, the focus remains on developing Muskrat Falls to meet the province’s own energy 
needs. 

 


