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1. Preface

This document responds to the request from the Clean Environment Commission for a comparison of the
Agreement Concerning a New Relationship, 2002 (the "Peace of the Braves” Agreement) signed by the
Government of Quebec and the Crees of Quebec and the Summary of Understandings, 2003 (the “SOU")
signed by Manitoba Hydro and NCN.

A direct comparison between the two agreements is difficult due to the significantly different nature of the two
agreements. One is a comprehensive economic and social/cultural agreement between a provincial government
and a governing authority for the Crees of Quebec. The other sets out the understandings between a utility and
a Cree Nation in relation to a potential limited partnership arrangement respecting a specific hydro-electric
development. Recognizing the parties involved and their relationship to one another, a more accurate and
appropriate comparison would be made between the Wuskwatim Project Summary of Understandings and the
agreements between Hydro-Quebec, the Societe d’energie de la Baie James (SEBJ)' and representatives of the
Cree of Quebec regarding the development of the Eastmain-1 Project (Nadoshtin Agreement) and the
Eastmain-1-A Rupert Project (Boumhounan Agreement). Highlights of these agreements are available through
internet sources, and have been accessed for the purpose of preparing this response; however, we have not
been able to review the complete agreements and are advised that the documents are not available for public
review.’

The Peace of the Braves Agreement was entered into by the Government of Quebec and the Grand Council of
the Crees in February 2002. The Agreement is said to establish a new relationship between the two nations,
and builds on commitments which were set out in the James Bay Northern Quebec Agreement of 1975 (the
“JBNQA"), particularly those commitments relating to economic and social development. The JBNQA was
signed on November 11, 1975 by the Government of Quebec, the James Bay Energy Corporation, the James
Bay Development Corporation, the Quebec Hydro-Electric Commission (Hydro-Québec), the Grand Council of
the Crees (of Quebec), the Northern Quebec Inuit Assaciation, and the Government of Canada. It sets up a new
comprehensive land regime in Northern Quebec, provides financial compensation, defines the rights of the
Aboriginal communities to practice traditional pursuits and provides for certain hydro-electric development. It
also includes provisions related to health, social services and justice and established regimes for future relations
among local, regional, provincial and federal governments. Abariginal title in Northern Quebec was not
surrendered until the signing of the JBNQA (1975), which was thereafter recognized as Canada's first modern
day treaty.

The Peace of the Braves Agreement speaks to a bi-lateral “Nation-to Nation” Agreement, the principles of which
are founded on relationship building and a devolution of powers and responsibilities by the Government of
Quebec to the Quebec Cree with respect to community and economic development in the Territory. The

' The SEBJ was created by Hydro-Quebec in 1971 to provide a complete range of services in generation and transmission
plant engineering, project management and construction.

% The Peace of the Braves agreement acknowledges that “remedial works for the Crees, employment for Crees, contracts for
Crees and Cree Enterprises and various other matters concerning the Eastmain-1 Project [and Eastmain-1-A/Rupert Project]
are set out in a separate agreement[s] between the Grand Council of the Crees and Hydro-Quebec”.

The Nadoshtin and Boumhounan Agreements, as well as seven other agreements in connection with past obligations of
Hydro-Quebec (including an agreement addressing past employment commitments associated with the La Grande
Complex), were negotiated contemporaneously with the Peace of the Braves Agreement. Among other things, the Nadoshtin
and Boumhounan Agreements call for remedial measures and economic and community benefits such as training,
employment and contracts. The Boumhounan Agreement also includes provisions for the creation and financing of a joint
study group to conduct environmental and social impact studies in connection with the Eastmain 1-A/Rupert Project.

May 14, 2004 1



Agreement is not, nor is it intended to be, a project-specific development agreement. Rather, it includes the
principles governing the participation of the Crees in resource development in the region. Among other things,
the Agreement provides for the definitive settlement or withdrawal of legal proceedings and related matters
associated with past and planned potential new hydroelectric developments. The 2002 Peace of the Braves
Agreement is effectively a modification to an existing Treaty.

The Wuskwatim SOU was finalized in October 2003 and was intended to outline the status of the
understandings reached by NCN and Manitoba Hydro since the signing of an Agreement in Principle in 2001.
The SOU is non-binding, and is intended to provide direction to NCN and Manitoba Hydro in drafting a binding
Project Development Agreement. In contrast to the Quebec Agreement, the understandings in the SOU arise
out of an anticipated investment transaction and an expectation of a financial return associated with the
production and sale of electricity. The Agreement does not relieve Canada, Manitoba or Manitoba Hydro of any
continuing obligations associated with past Agreements (the Northern Flood Agreement, the 1996
Implementation Agreement or the TLE Agreement). The SOU provides that nothing in the document or any
other arrangements or agreements contemplated in the SOU is intended to alter Aboriginal or Treaty rights
recognized and affirmed under Section 35 of the Constitution Act, 1982. In addition, the Agreement does not
replace compensation agreements which are under negotiation with NCN or any other affected community for
adverse effects of the development.

In addition to the above, there exist significant differences in the income streams to the Cree signatories
resulting from the agreements. Under the Peace of the Braves Agreement, the transfer of funds is associated
with devolution of responsibility for the provision of certain community and economic development services for
Cree people. For the period between April 1, 2002 to March 31, 2052, Quebec is to provide an annual amount
so that the James Bay Cree may assume, for that period, certain obligations of Quebec, Hydro-Quebec and
SEBJ with respect to community and economic development as established under the JBNQA. > The funds are
therefore not comparable to the income stream flowing to NCN as a result of the Wuskwatim Project, as they
are associated with a transfer of responsibility for the provision of services including, for example, fire protection,
training, local entrepreneurial support and other community affairs services.

The funds provided by the Government of Québec to the Quebec Cree under the Agreement are as follows: $23
million in 2002 - 2003, $46 million in 2003-2004 and for each year between April 1, 2005 and March 31, 2052,
the Government of Quebec will pay the greater of $70 million or an amount corresponding to the indexed value
of $70 million (indexed to reflect the evolution of the value of economic activity in the territory in the hydro-
electric, forestry and mining sectors).

In contrast, the potential income stream to NCN is associated with the opportunity to own up to 33 per cent of a
Limited Partnership in the Wuskwatim Project. As a result of the investment, NCN is expected to receive annual

* The specific obligations assumed by the Crees under the Agreement with respect to economic development relate to the
following provisions of the JBNQA: Cree Trappers’ Association (operation, capital and programs); Cree Outfitting and
Tourism Association (operation): Cree Native Arts and Crafts Assaociation (operation and programs); an Economic
Development Agent per community, and; provision of assistance to Cree Entrepreneurs. The specific obligations assumed
by the Cree under the Agreement with respect to community development relate to the following provisions of the JBNQA:
supply of electricity to isolated northern communities (by Hydro-Quebec) in respect to Waskaganish and Whapmagoostui:
encouragement by the SEBJ and Hydro-Quebec of training programs for the Crees; study by the SEBJ and Hydro Quebec of
the implementation of a training program for the Crees; training programs or facilities, offices, job recruitment and placement
services; community centre in each Cree community; essential sanitation services in Cree communities; fire protection
including training, equipment and facilities: community affairs services; assistance for friendship centres outside
communities; construction of access roads for Eastmain, Wmi ndji and Waskaganish.
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dividends from the Project. The magnitude of any annual dividend payments will depend on NCN's level of cash
investment in the Partnership, the Project’s profitability and the final terms agreed upon in the Project
Development Agreement.

Table 1 below responds to part “a” of the Clean Environment Commission’s request for a comparison of the two
agreements, based on the provided criteria. The criteria are addressed in the Table in two separate sections in
order to ensure that they are compared in an accurate manner: 1. Comparison of the Nature and Scope of the
Agreements and 2. Comparison of the Hydro-electric Projects Referenced in the Agreements.

Part “b” of the Clean Environment’s request is not responded to as the income streams generated by the two
agreements are not comparable in the suggested format. The funds allocated to the Quebec Cree under the
Peace of the Braves are associated with a devolution of responsibility for providing certain community and
economic development services to the Quebec Crees, and are not associated with a specific hydroelectric
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